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EASTERN ECONOMISl desires to dedicate its lirsi issue of the new year in the 
new decade to the people of Japan in Irihute io their s|KCtacuUir achiexcnicnt?^ in 
building national prosjxrrity. They ha\c p'oxed to the world how xision, sclf- 
amfidence and self-reliance, realism, cntluisiasiu and hard woi k could be biendctl 
into an immense purposefulness that could work wonders of social and ccv>no- 
mic progress. For an unhappy but mcrctfully short ivriod in its history. Japan 
had acc|uircd an iinloxciy reputation l\>r aggressixe militarism, lor tins mis- 
direction of the abilities and energies of us people. Japan was gi iexously punished 
by the nuclear bombardments of two of its great cities towards the close of the last 
W'orld war. But because of its iiulomitahic spirit exen the lircs id that (uncial 
pyre could be liirncd into a purificatory ordeal from which this couragcoiiY and 
resourceful nation has emerged with a sense of new' potmitialitics reinfmc.d h\ a 
rcuflirmation of the ancient Nirtucs ol' the race. 

In the post-war xears and especially during the sixties, as Japan kejxt up a 
high and steady rate of economic growth, far too ni.iny obserxers in the we-i, not 
wanting to believe in an eastern miracle when they saw one, were incimal to argue 
that the Japanese ecmiomy was merely exploiting cheap domestic labour while 
plagiarising foieign know-how. It is no Icneer possible lor such misconceptions 
to he fostered. J^^pan's indnslnalisatiop has been so peixasixe in its range and 
depth, in its variety and tiiialiiy, and aboxc all, in its licrcc compelilixencNS m a 
trade-hungry world tinii the only true explanation of the Japanese economic 
miracle, which is that it is the authentic product ofthe commilmcnt ol i!ie Japanese 
people lo “growth, law' and order", as one ol' tlicir American admiieis has put 
it, has become an established fact of current history. Ifaxmg achicxed a growth 
rate of about I.^ per cent a yeai in real terms, which is about (ixe limes 'hai ol the 
United States, the Japanese economy is headed loxvards a gross national pro¬ 
duct of about '<2()0 billion in 1970. In the free 'xorld, the Japanese economy is 
now second only to that of the United Slates m terms i»f CiNP. while m the com¬ 
munist world, it is surpassed in Ihi^ respect only by the USSR. As for wliai the 
seventies may bring to .lapan, it is the cstmvilc of res|)onsibIe observers that, 
over the next five years, that cmintrv should he able to double its (iNP, which 
would then equal the total present GNP ofthe l.uropean Common Market and 
that the latter half of the decade might see a liirihei doubling of (he Japanese 
CjNP fron' its level as of 1975. If these expectations are realised. Japan will have 
real chance" of surpassing the United Slates in per eaplla ourpiil by the year 
I9K(). 
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It is true, no doubt, that as Japan enlcis the era oi aflJuimL'e, its social prob¬ 
lems will come to the fore. The women of Japan may have lo strive for their 
emancipation and its youth against the palcriiali'^m of the I'amily as a traditional 
concept. Japan, again, is not hy any means entirely free fnmi the ideological dis¬ 
tempers that afflict the age. But given the •:omn?itmciit of the common people ol 
Japan to “growth, law and order", there more than a fair chance of Japan 
working out its social adjustments without jeopardising the dynamic urges of its 
economic expansion. The decisive victory won in the latest general cleelion by 
the riling Ubcral Democratic Party and its leader, Mr Eisaku Sato, the Prime 
Minister of Japan, is evidence of the value which the Japanese democracy asci ihjs 
to elTcclivc government under conditions of i^flilical stability as a basic 
requirenvent of economic grovvth. 

Recently, at the International f ilm Fcstisal. was screened a remarkable Japa¬ 
nese film entitled, "Tunnel to the Sun". It pictured the missionary /:»i! 
which a construction engineer and his team brought to the building of 
a hydro-cicctric project in an almost impossible terrain. In our v.cvv. 



tiu'- lilh shtnilil lx‘ maoj cofnpuUon 
vicvving I’or every ramily in our countrx 
hccaiisc il disiiU Ihc csNcncc of the sec- 
IVi of the succor of the Japanese 
people in modernisini; their agriculture 
and cKpandinp their nidustiv. Jn our 
own co'untry. there a hydro-electric 
scheme, the Jdikki project, which the 
Canadian government is gcncroiislv 
aiding and which, when completed, ean 
do a woild of good to the economy ol 
Kerala I'nforli)nuiel>. its pr<^gress is 
being Irustraled at every turn hv lahoiii 
iroublo breaking out periodically into 
Molence through political luotivaiions, 

Ihc sad expenenceiil Idikki and the 
ghnunis saga <>)' tile lapancse "liimiel 
lo the Sun", when compared with eacli 
other, pii>\ide a striking and siilVieicni 
e\planaln>n of why Japanese economy 
IS st» lai ahead while the Indian econo- 
niy IS so far behiiul In the new yeai. 


TUI', point <>l the Ahmedahad and 
Bombay conventions of the two |X‘liiiciil 
fictions which have enicrecd lYoni the split 
in the Congress party was not whether 
thev would achieve artilhincticiil claritv 
about their respective slrengtli oi si/e 
but wheihei they could assist in the cUui- 
liealion of Ihe political situation. 

I I'iT :i tills point Ilf view ilic two rival 
gioips have Ik'CU quite successful It 
has now been shown Ixvond doubt that 
the Congiess |Xiil\ as such is dead and 
that neither ot the emergent factions can 
claim Icgiiimately the title lo fuiKlion in 
Us name, f ins is the logic of the fact thai 
there lias been a viilual dichotomy of 
allcgianec and support among the men 
and women vUThc now defunct Congress 
parlv. file rival camps may ol course 
elu 'se to conliiuic lo tight over tlie 
r. iics of the Congress name or Congress 
histtny, but, lor all practical purposes, 
ihcv must hcicaftci hcconicni to otx*rate 
as two new political panics. Vhe Congress 
IS dead and neither Mr Nijalingappa noi 
Mr ,lagji\an Ran. is in a position to 
dvclaini. “Long I ivo the (’ongress". 

iMiforlunatcIy. it would he some time 
hofiire the politicians v>f ihe defunct 
C ongiess party would get reconciled tt> 
this silualion, for they arc hugging still 
the letter "O" or the letie« “R" as a 
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Jiipan will proudly host the world at 
70 in Osaka. Many Indians, 
businessnicn and others, may have an 
opportunity of viewing the prowess ot 
the Japanese economy in the futuristic 
selling of Expo 70, If only they could 
'‘alch the infection of the Japanese dedi- 
Ciiiion to economic growth and, on re¬ 
turning to their country, spread the 
infection among their countrymen, 
including, emphatically, the politicians. 
India may yet make something of it¬ 
self Ml the years of the new' decade 
Meanwliile, as we said at the beginning 
we dedicate this issue to the Land of the 
Rising Sun. Us people and their govern¬ 
ment in the lailh that, in the period that 
lies immediately ahead, .lapan vvill use 
some part of the resources of its econo¬ 
my to assisting in the einergencv or 
evolution of expansionist economics in 
the developing world, pailicularlv in 
south and south-east Asia. 


piclix or a sullix lo then claim to the 
C ongress name. This would be time 
wasted and time lost. I'lie men and women 
who, in varying degrees, have been res¬ 
ponsible for the piirtilioning of the Cong¬ 
ress should not be stpieamish about 
shedding old labels of parly identili- 
calum which liavc now' been worn out. 
So far as tlic people arc concerned, they 
may come to realise stioncr than the 
|x>luicians the political reality of two 
new party groupings wJiicIi have taken 
shape over the grave where the dead 
Congress paily now lies buried. 

Botli of i he new poiiiiuil groupings have 
sworn by democratic socialism, but there 
is I clear dill'erence between them as 
regards substance as well as style. The 
lenqxiint Programme of the old 
Congress, serves them more as a point 
ofdepariuie than as a common legacy 
for rival claims. It is clear that the 
thiusi of the Requisitionist group 
is vciy much more to the left-of-centre 
than the insiincis or impulses of the 
Organisation group. Whereas the leader¬ 
ship of the lattei will have to he on its 
guard against piessurcs and inlluences 
which would pull it more U> the left of 
centre, the leadership of Ihe fonner will 
have to be continuously giving battle 
to the denmruK of its extremists for more 
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and yet more of political opportunism and 
etx>nomic adventurism. This much has 
been made clear in AJtmedabod and Bom¬ 
bay and developments within the next 
few months arc Jxmnd to s|k 1J out in <’on- 
crete detail wluu implications these rival 
involvements may have for the orderly 
political and cct>noiTiic progress of our 
count i*y. 

Considered m this perspective, the 
particulars of the ec'.>nomic policy 
resolutions. whether of Bombay 
ov of AhmedabLid, sink in significance. 
What would matter really is how 
Mrs Indira Ciandhi's government 
chooses to act. through the central 
budget Ol otherwise, in furthering 
the pi^litical interests or objectives 
td' her party. Similarly, where her rivals 
arc coiiCv^rncd, what must interest the 
public Is how they would respond or 
react lo her actions, whether their moves 
would be no more than counter-mov es 
meant to promuie I heir political advan¬ 
tage i>r w hether they would be rationally 
related to the political, economic and 
social needs of tlie nation. Ti i.s lo be 
ho|K‘d that both parties realise that this 
giiine is too serious a one to be play^'d 
merely us a game of wits or even as a 
game of wills. There is, however, not 
much ground for hopefulness here. The 
way in which issues such as the imposi¬ 
tion of a ceiling on urban property or 
the nutiunalisiilion of .sugar mills were 
discussed or decided in Bombay suggests 
that Mrs Cnindhi's party at least is deter¬ 
mined to exploit its vantage point in 
government to pursue its partisjiii 
interest at the expense of the national 
interest. 

^hank^loan accident of the calendar, 
the political allairs of l he div ided Congi css 
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party reached their explosive climax at 
about the time when the Finance Ministry^ 
of the central ^^nment had to sit down 
to work out the fiscal and other eoonomic 
policies for the f^ext budget. Inevitably, 
then* the budget Mrs Gandhi may present 
to Parliament on February 28 in the New 
Year would be a definitive test of her 
willingness and ability to continue her 
power politics without wrecking the na¬ 
tional economy. It is true of course, 
that there may be nriany a slip between 
the cup and the lip and that Mrs Gandhi 
may not, in fact, be presenting a regular 
central budget in February. Here, 
however, we enter the field of specu¬ 
lation, political even if not astrological. 
It must be added also that there is really 
not much comfort to be had in con¬ 
templating possibilities of governmental 
instability at the centre or even a mid¬ 
term poll. 

Although the death-bed politics of 
the old Congress party have been 
occupying the centre of the stage 
for some months now, it is fairly 
clear that the reactions and res¬ 
ponses of other political parties to the 
division of the Congress into two 
political groupings will be of substantial 
importance in determining the shape of 
political India in the year ahead. The 
Jana Sangh, at its annual session in 
Patna, undertook certain exercises in 
political tactfulness and permitted it¬ 
self a certain measure of topical radi¬ 
calism by declaiming against the con¬ 
centration of economic power, but at 
the same lime it took care to make the 
p>oint that its heart was in the right 
place by declaring its faith in the 
functioning of private enterprise in a 
relatively free economy. The Swatan- 
tra Party, through its President, Mr 
M. R. Masani. has magisterially asserted 
that it sees no reason for re-examining 
or re-adjusting any of the convictions 
or programmes on which it has been 
founded. There have been indications 
that these two parties would be prepared 
to establish working relations with 
Congress (O). On the other side, 
the DMK has been flattered and bribed 
into voting with the ruling party in 
Parliament. Whether it is the re-nam¬ 
ing of a railway station or permitting 
the importation of geishas from Japan 
for enhancing the commercial profit¬ 
ability of a fun fair sponsored by promi¬ 
nent members of the DMK, Mrs Indira 
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Gandhi*s administration has found it 
worth its while to lavish favours on the 
hard-bargaining Chief Minister of 
Tamil Nadu. The communists, charac¬ 
teristically, arc playing their own wait- 
and-watch game. The CPI faction has 
extended just enough co-operation 
or support to the ruling party at the 
centre as to tempt Mrs Indira Gandhi 
to the rich possibilities the future might 
have in store for her party if only she 
would make the right political choice 
at the right lime. TIic CPM, having 
its own private wars to wage with the 
rival communist wing or other leftist 


THE last session of the Maharash¬ 
tra Slate Legislative Assembly in Nag¬ 
pur will be long remembered for the 
policy statement on Housing that was 
made, on December 5, 1969, by the 
Minister for Forests and Housing, Mr 
N.K. Tirpiide. But how far such policy 
will solve the problem of housing of the 
economically backward sections and the 
slum-dwellers, even if the state govern¬ 
ment accords priority to what the 

Minister for Housing described as 

“Social Housing” (without the addition 
of the prefix “social” or “socialistic”, 
nothing clicks today, it seems !) pro¬ 
grammes for these sections and also 
earmarks 75 to 80 per cent of the total 
funds available to it for housing is any¬ 
body’s guess. 

In the first place, the problem 

itself is stupendous involving an 

outlay of not just a few crorcs 
(Rs 22 crores over the entire fourth 
Plan period as has been allotted to 
Maharashtra or twice that amount viz., 
Rs 44 crorcs which Maharashtra has 
been pressing the centre to allot, nor, 
for that matter, even Rs 54 crorcs which 
is supposed to be the estimated total 
funds required for housing) but quite 
some thousands of crores of rupees. 

While the state government has 
no doubt been earnestly making 
novel suggestions to the centre, such as 
relaxation of certain conditions attached 
to loans by the Life Insurance Corpora¬ 
tion of India and use of provident fund 
accumulations foi construction of 
houses for workers, the detailed con¬ 
sideration of these suggestions, let 
alone their acceptance, will take a long 
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parties, is for the time being an interes¬ 
ted spectator rather than an active puti- 
cipant in the political horse-trading 
precipitated by Mrs Gandhi’s bid for 
total power in the central government 
and the organisation of the old Cong¬ 
ress party. Other political parties, 
such as the PSP and the SSP, are yet 
to make their bid, their current anxiety 
being the husbanding of their liin*ted 
political presence and influence. Thus, 
the uiuion is in labour with a multitude 
of midwives, hei»\'y with their own pri¬ 
vate preoccupations, hustling one an¬ 
other and hurrying in all directions. 


time. Agiiin, the state government lus 
yet to take a decision on the ag:ricy 
through which the proposed housing 
programme is to b: executed. That 
there are wide dilVerenccs on this issue 
as between the treasury benches and the 
opposition in the Male legislature is 
t)bvious from the strong pica of Mr 
Ram Mahadik against entrusting the 
task to the Bombay Municipal Corjvora- 
lioii. 

The enormity of the housing problem 
will be evident from a few pi>pulalion 
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^talistics, both those that were reeled 
out on the of the House hy Dr 
D. N. Samanl and those takers from (he 
Census. Remurkint! that **thc 
d'.nsUy of population in Bombay is 
protxiblv. the highest in the world’". 
l)r Sainunt s;ud the average density of 
jH)pulation in Bombay was as mi :h as 
KM) per acre (the average for the enure 
state of Maharashtra is 334 per sq. km. 
according to the 1961 Census), against 
20 to 25 people per acre according to 
standards laid down by the UN. He 
further added that the density in Bhulesh- 
war was as much as 2,0(X), while, in 
(nrgaon. it was higher siiil at 8,0(K) per 
acre, fhe urban density in India is 
only 4,(KX) per acre, according to the 
1961 Census, but, in (ireater Bombay 
alone, the density is said to be about six 
limes that tigurc. while in some places, 
such as Kalyan, Bhivandi and Dombivli, 
the figure goes up to more than 30,000, 
It is estimated ! 

lo these statistics, we may add 
a few more concerning the deplorable 
housing conditions culled out from 
a Survey of Housing Conditions 
in Bombay conducted in 1961. These 
arc given below : 


I. (a) Percentage of house¬ 
holds 'vith no regular 
room 2.42 

(b) Percentage of tsersons 

in these households 1.96 

(oAverag' number of 
persons living in these 
households 4.2S 

II. (a) Percentage of house¬ 
holds with one room 72.32 

(b) Percentage of persons 

in these households 68.21 

(c) Average number of 

persons in each house¬ 
hold 4.96 


in, (a) Percentage of house¬ 
holds with two rooms J6.47 

(b) Percentage of persons 

in each of those house¬ 
holds 17.81 

(c) Average inimbcr of 
persons in each of 

these liouscholds 5.70 

Although we are not clear as to how 
Dr Samanl arrived at the figure of Rs 
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1.000 crorcs as being the realisation by 
way of various taxes from over one 
million of people living in Bombay's 
slums, we cannot but endorse his sugges¬ 
tion that it should not be difficult 
to utilise at least a portion of this 
amount (or, for that rmitcr, any other 
realisation) on providing elementary 
amenities to these slum dwellers. 
According to the Study of Housing 
Conditions in Bombay we have referred 
lo earlier, over two-thirds of the total 
fanxilies in these slums in the city of 
Bombay depend on one common tap for 
their water requirements, while nearly 
five per cent (of the sample surveyed) 
did not have even this am.enity! Only 
15.6 per cent of the fam.ilics surveyed, 
it is said, have bathrooms, while three- 
quarters have no place that could be 
described as a bathroom by any stretch 
of one’s imagination! Paucity of funds 
cannot be pleaded by an enlightened 
administration lo deny such elem.cntary 
amenities to any section of the popula¬ 
tion. 

A prudent government should 
not at all have allowed these slums lo 
crop up, even though the stock extenuat¬ 
ing argument put forward is that it 
cannot be helped in a growingly in¬ 
dustrialised city. Even now, when the 
gravity of the problem would appear lo 
have been recognised as witness the 
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rem.ark of Mr Tirpude that "‘unless 
slums are removed from their present 
sites, no housing programme can be 
implemented for want of land, at least 
in Bombay” — the fir§t prerequisite to 
putting a stop to the growth of these 
slums, namely earnest attempts at 
preventing the further cropping up of 
these slums anywhere and everywhere, 
arc nowhere in evidence. Not until 
this rs done will the process of removal 
of the existing slums become feasible. 

The most important prerequisite is, 
of course, finance, and, here, surely, 
the stale government is on its weakest 
wicket. Even supposing that all the re¬ 
sources which the Government of 
Maharashtra is planning to gel from the 
centre for its fourth Plan allocation on 
housing and urban development would 
become available, these fall short of 
the total requirements for the purpose 
estimated by itself by some Rs lOcrores. 

Although the Planning Commission or 
the centre may not question the claim 
of Maharashtra that the latter is ahead 
of all other states in constructing houses 
—25 per cent of the total expenditure 
on housing in the whole of India was 
incurred by Maharashtra alone — they 
do not appear to be in a position lo 
spare very much more than what they 
have already allotted, if only because 
the total provision proposed lo be pro- 
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vided for housing and urban develop* 
ment by the Planning Commission dur¬ 
ing the entire fourth Plan period is 
no more than Rs 170.70 crores. 

As for getting the centre to prevail 
upon the LIC to relax ]Uie condition 
that loans given by it should be utilised 
only for the middle and low income 
group housing schemes, so as to make 
them utilisable even for ^‘social hous¬ 
ing'*, the LIC may be inclined to be 
sympathetic, but, at the same time, it 
is a moot point whether it would care 
to ignore its prior obligations to its 
polic^olders who arc even now com- 


The feature *Book8 Briefly* which normally 
appears In the fhst issue of every month has 
been held over this time due to pressure on 
space and wUI be published in the issue dated 
January 9, 1970. 


plaining that they have not gained per¬ 
ceptibly by the growth in business of 
the LIC. 

Similarly, to utilise the accumula¬ 
tions in the Provident Fund of 
workers for providing housing to the 
workers themselves may be a thought¬ 
ful gesture to the workers, but the ques¬ 
tion is : Will the workers agree to this? 
May be, they will accept loans from 
their provident fund accumulation to 
build houses on their own, a facility 
they already command but seldom uti¬ 
lise. It seems to us a more worthwhile 
proposition to educate and egg on each 
worker to have the great status satisfac¬ 
tion of building a house of his own and 
ensure a carefully evolved follow-up 
scheme to see that loans taken for build¬ 
ing a house are not utilised for any 
other purpose. 

Resort to the centre’s proposed 
“revolving fund” scheme is a sensible 
proposition, but it is still a long way 
off. True, the Housing Ministers’ 
conference, held in Bangalore recently, 
unaninu>usly recommended the setting 
up of a central housing authority to 
raise funds and operate these funds in 
the nature of a revolving fund (with a 
corpus of Rs 200 crores) through the 
agency of state governments or auto¬ 
nomous authorities (without detriment 
to the resources of these governments 
or authorities, be it noted) and have 
even taken some preliminary steps in 
this behalf, such as preparation of a 
blueprint for setting up a central hous- 


EASTBRN ECONOMIST 

tng organisation (this is being conside¬ 
red, if it has not already been done, wc 
are told, by the Planning Commission 
and the union Finance Ministry), for¬ 
mulation of self-contained housing 
schemes to demonstrate the feasibility 
of operating the revolving fund in a 
so-called self-generating manner, 
appointment of a fivc-member represen¬ 
tative committee of experts to suggest 
methods for achieving low cost, large- 
scale bousing construction in six cities, 
including of course, Bombay. (This 
committee’s report is expected to be 
ready only by the end of March, 1970). 
and undertaking of standardisation work 
in respect of manufacture and erection 
of prefabricated components for pri¬ 
vate houses at the Hindustan Housing 
Factory. 

Even if the state government 
is only too anxious to join and 
avail itself of this scheme, it may start 
beiieliting therefrom only from 1971-72 
at the earliest. Ts it small wonder then 
that Mr Tirpude felt obliged to admit 
that, colossal as the problem was, all 
that the state government could do was 
just to make ’"modest efforts to solve as 


The need of a clear-headed formulation of 
an adequate fiscal policy in relation to our in¬ 
dustrial development lias become more and 
more evident that there is a considerable amount 
of confused thinking in high quarters in this 
regard. While Sir Ardeshir Dalai is going 
about declaring the intention of the Govern¬ 
ment to promote industrial development on 
a large-scale by granting 'liberal* tariff protec¬ 
tion, his Excellency Lord Wavel was very 
particular in his assertion that any ambitious 
economic programme must call for the mainte¬ 
nance of what he calls "a war scale of taxation*. 
This is a position which almost gives the 
appearance that the advantages which arc to 
be conferred by the right hand are to be with¬ 
drawn by the left hand on account of a fiscal 
system which is only imperfectly integrated 
and parts of which clash not only inter se but 
also with the formulated end of rapid industrial 
development. C^inly, a 'war scale of taxa¬ 
tion* is different from a 'war structure of taxa¬ 
tion’.* The fiscal structure which has been 
hastily buih up during the war by the Govern¬ 
ment has been farthest from being satisfactory 
from the point of view maximum mobilization 
of our industrial potential. The Go^Aemment 
wkh its consuming monetary pRHxXnipations 
of an esKntialiy inflationary economy, has been 
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much as possible and as speedily as it 
could in the circumstances”. Tt is rare 
these days to come across ministers and 
top politicians who are as circumspect 
and as cautious in holding out promises. 

Mr Tirpude has not only been delibe¬ 
rately cautious, thus, hut has conceded 
that, in this stupendous task, the slate 
alone cannot achieve all and that, to 
do so, it requires the support of every 
section of the public. Maharashtra can 
achieve what it has doubtless honestly 
set out to achieve in this behalf, if it 
extends its pragmatism a little more to 
make it possible for the private sector 
also to play its role by providing proper 
encouragement, if not incentives to 
it. One such which does not entail any 
reduction in receiptN of the states ex¬ 
chequer is to remove rent control, a 
war-time legacy that outlived its useful¬ 
ness a long while ago so as to attract 
more investments to building houses. 
Incidentally, the private sector invested 
about Rs 1,400 crores on housing during 
the third Plan period and (he Planning 
(Commission expects this figure to rise 
to Rs 2,700 crores during the fourth 
Plan period. 


more concerned with the so-called 'mopping 
up* operations or catching money by whatso¬ 
ever fiscal means comes handy at the moment. 
In this it has failed to count the present and 
prospective repercussions of its fiscal policy 
on our productive machinery and therefore on 
our economic capacity to bear the burden of 
war-effort now as also on our industrial strength 
after the war. Granted the economic burden 
of war which we have had to bear, the war 
scale of tax, in one form or another, could 
probably not be altogether avoided, although 
it could be more equitably distributed. But the 
fiscal structure such as wc have borne during 
the war has undoubtedly hampered industrial 
development and strengthening, put a discount 
on incentive to economy and avoidance of wa¬ 
ste and has withal left the industries with inad¬ 
equate reserves for the tasks of postponed 
renewals, re-equipment and expansion after 
the war. Indeed, the inroads made by our 
fiscal structure have been so heavy that not 
only have they tended to eat into the fixed 
capital equipment of our industries, but our 
industries have in many cases found thems¬ 
elves even with a dwindled volume of work¬ 
ing capital, having regard to the rising trend 
of turnover and proes. 
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HUHGARY’S ECONOMY 

K* SANTHANAM 


I WAS in Hungary from October 23 to 31 
in connection with Gandhi Centenary cclc- 
brulions, I wa5 the guest of the Institute 
of Cultural Relations which i«> a semi- 
autonomous body financed by the govem- 
memt and deals with cultural relations 
of Hungary with other countries. Of the 
eight days. I spent one day at Lake Balaton, 
over 100 miles from Budapest, which is 
a famous tourist resort, and where there is 
a bust of our great poet Rabindranath 
Tagore who visited it in 1928. I spent 
another day at the University of Pees, 
(pronounced Pag) which is nearly 200 
miles from Budapest, and which is one of 
the oldest universities of Liirope having 
been founded in 1367 AD. I addressed a 
meeting of the professors and students of 
that university on Mahatma Gandhi and 
afterwards had an interesting discussion at 
length with the vice-chancellor, some pro¬ 
fessors and loaders of the “People's Front". 

I may mention that all non-political activi¬ 
ties are conducted by the “People's Front" 
which is a nmi-party organisation, many 
of the important ofRcials of which are not 
members of the (’ommunist Party of Hun¬ 
gary. 

Frank Ditcutslon 

'Hie other six days 1 st>cni at Budapest 
where 1 addressed a gathering on Gandhiji 
but my main work there was to meet promi¬ 
nent public men, some of w'hom arc distin¬ 
guished economists. They discussed the 
economic problems of Hungary frankly 
and without any reservations. 

The commimist regime in Hungary is 
well-established, and it seems rather to sit 
lightly on the people. The Hungarians 
are cheerful and handsome and it is a plea¬ 
sure lv> watch the orderly crowds walking 
about the streets of Budapest. The city 
Itself is very tKauiit'ui being situated on both 
sides of the Danube which is crossed by 
seven bndgcs- On one side is Buda which 
is the older part of the ciiv and has the 
aptxyirance of .some p;ii ts of Bangalore w ith 
Its areas at diUcrem levels. On the other 
.side Pest IS m a flat area and has the appea- 
tance o ' the best parts of Calcutta. It has 
got a population of two millions and 


has the same ap|x:arancc as our big cities 
except that the roads and footpaths are 
much cleaner. There are underground 
crossings at big road junctions and at other 
places the street crossings are regulated by 
automatic signals. Motorcars are com¬ 
paratively few for such a big city and taxi« 
are difficult to get at. The major means 
of transport are the trams and buses v^ich 
are very over-crowded during the busy 
hours. 

Fast Development 

The economic development of Hungary 
has been proceeding fast since 1956. As 
one economist put it, it is almost in the 
front rank of the developing countries of 
eastern Europe. Before I proceed to deal 
with the recent developments, it may be 
useful to give some basic facts. Us area is 
93,030 square kms.. nearly equal to that of 
Tamil Nadu. Its population is now iO.2 
millions which works out to 110 per square 
km. In 1950, Hungary was largely an 
agricultural country,as may be seen from 
the fact (hat out of a total of 4.1 million 
workers. 2.1 niillions were engaged in 
ugriciilture against nearly one million in 
industry and transport. In the earlier 
stages of tl\e establishment of communism, 
there was considerable resistance especially 
in the agricultural sector but at present both 
industry and agriculture have been comple¬ 
tely socialised. In industry, the state 
sector dominates while in agriculture, the 
co-operative sector is prominent. The 
progress of socialisation can be seen from 
the following figures. In 1950, the state 
sector employed 80 per cent of the workers 
engaged in industry, the co-operalive sector 
1.6 per cent and private capitalist 18.2 
per cent. In 1967, the respective figures 
were 83.6 percent, 12.6 per cent and 3.8 
per cent. In agriculture out of the total 
area, private farms occupied, in 1950, 67.8 
per cent, co operative farms 3.2 per cent 
and state 'arms 4.1 per cent. In .1967, 
the private holdings had declined to 2.3 
per cent while the co-operative sector 
had expanded to 63.cent and state 
farms to 10.9 per cent. It may be interes¬ 
ting to note that 3.3 per cent of the 


laiuarf 

agriciilturai limd was heM as aiK^ty 
fanns, i.e., household farms 'members 
of agricultural co-operativs. 

Side by side with the inereaaing aociatism, 
there has been a considerable development 
of industrialisation, though Hungary is 
rather poor in minerals,and oth^induslrial 
raw materials. With the index of 100 for 
1950. the more notable advances are in 
telecommunication and vacuum engineering 
1561, precistmi engineering 1792* chemical 
industry 1073, pharmaceutical industry 
4643, rubber and plastics 1292 and for 
heavy industry, as a whole, the index was 
548. In the medium industries, furniture 
928, hosiery 898, paper 455, textiles 559 may 
be mentioned. In light industry, the general 
index stood at 378 with canning and 
preserving at 1206. Agricultural producti¬ 
vity also has been increasing, the yield of 
wheat per hectare rising from 13.7 quintals 
before World War H to 25.8 quintals in 
1967 but in other crops such as potatoes, 
rye and fodder, the increase has been much 
smaller. 

Reached the Feak 

The national income at comparable prices 
is estimated at 255 per cent of that in 1950 
but it has been practically stagnant since 
I960 indicating that under present condi¬ 
tions, Hungarian economy has almost 
reached its peak. The economists with 
whom I had discussions frankly admitted 
that the country has almost reached a dead¬ 
lock. In their enthusiasm for socialism, 
the principles of high wages and full em¬ 
ployment were implemented without re¬ 
gard to productivity or quality. When 
industrial workers were getting higher 
wages, the agricultural w^orkers began to 
flock to the towns and in order to arrest 
this tendency, agricultural wages also had 
to be brought up to the level of industrial 
wages. Therefore, Hungary is now suffer¬ 
ing from an abnormally high cost of pro¬ 
duction which normally would have resulted 
in serious inflation but this has been con¬ 
trolled in two ways. Soviet Russia has 
been supplying to Hungary industrial raw 
materials at subsidised prices and getting 
payment in terms of Hungarian products at 
prices calculated to maintain the solvency 
of Hungary' s economy. The othci socialist 
countries have also provided a protected 
market to Hungarian products. Total 
control of internal trade has enabled the 
government to keep the prices of breads 
milk, vegetables and fruits and residential 
accommodation cheap while all other con- 
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(unhcfgdoiiiP including clothing, shoes. 
hjirdwaiH^ etc. wm at comparatively high 
prices. I found that most of the shoes in 
ihc shops at Budapest cost ahoiii !\vo ii> 
three times as much*as in India. 

The present pauern of foreign trade foi 
both imports and exports is broadly that 
Soviet Russia takes and supplies one-third, 
the other s(x:iali«t countries of eastern 
liuropc another third and onlv a third i»f 
the foreign trade is with the rest of the 
world. India had only 1.8 per cent t>f 
Hungary’s imports and ttnik I. I per cent 
of ilsCxportsin 1967. The USA hadpracti- 
i:ally no trade at all with Hungary and 
percentages of France and liR were bet¬ 
ween 2 and 3. 

The economists were fiankly disturbed 
at the present situation. They recognise 
that the artilieial dependence on Russia's 
benevolence is not healthy but they tlml 


lHl:.v»sUof a high-powered delegation 
of West German industrialists to India in 
.lanuary, 1970, comes at a lime when the 
country is undergoing major politieul 
changes. While the group's main aim is to 
assess the economic climate and to lind new 
avciuics for German private investment 
and technical collaboration, the iiidustria- 
Ir^ts UL the same lime will study the evol¬ 
ving political pattern as well as the new 
economic and fiscal measures the govci ii- 
ment is likely to introduce in the near fuiiiic. 
Various talks v/ith Indian and German 
industrialists and giwcrnmeiu ofiicials as 
well as visits to plant sites will furthermore 
enable the delegation to evaluate the per¬ 
formance of the 45U-odd existing Indo- 
Oerman ventures in the past years. 

The visit the German businessmen is 
signilicanl for the reason that Dr Hermann 
J. Abs, the leader of the delegation, is 
West Germany's leading banker and has 
been to India some years ago as u member 
t>f the W'orld Bank team. In Germany, 
he was one of the first experts who advoca¬ 
ted larger piivate investment abroad, parti¬ 
cularly in the developing world. In fact, 
private investment in recent months has 
become a magic formula in West Germany. 
The economic institute, Ifo, in its latest sur¬ 
vey concludes that German private invest- 
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that attempts to increase priHiucn\ii> oi 
improve the quality of products are 
resisted by the workers. I hey feel that 
steps should Iv Uikcu to i-cctMicilc the 
general scheme of si>eialisi economy with 
the ineseaptihic laws of ceiMioniics. I hey 
arc propo>ing lliiit the present ssMcm t>r 
rigid stale MXialism should he leplaced 
by institutional autonomy, each imn oi 
industrial, commercial or other undertak¬ 
ing being compelled to work vvithoiii lo^s. 
rhev aix aware that this will iir.oKe diili- 
cult and delivate problems of adjustment in 
their foreign trade with Soviet Russia and 
other cast 1‘uropcan eountries. Othei- 
wise, they are afraid that the present stan¬ 
dard of living will have ii> be reduced in¬ 
directly through higher ci»sis of consumci 
goods and greater economy in the pro\ Ision 
of st>cial services and social sccuiit>. It 
IS worth watching how Hungary solves its 
difl'tcuhics as it will have valuable lessons 
lor the dithcuhies ofoiir own state scv ior 


mem abovid in riitiirc will become incie.is- 
mgly important. It is believed that the re- 
ccin rcvulualion of the D-ruark will give 
an additional impetus to iliis development, 
while the balance of payment surplus and 
the shortage labour are considered 
equally impmtam faclois. 

According to the survey, West CJermany 
with its total fcMcigii private investments 
ranks behind the USA. Britain, France, 
f anada and Svviucrland, the main reason 
being that the country's ccomtmy lt.idii> 
be rebuilt from scratch after World Wat II 
and relied hcavdy on s:ll-iiiv.incing. How¬ 
ever, it IS also noted that Gernv.in foreign 
investment has been giownng rapidly ol 
Its own accord in recent years aivd that 
many companies which were entirely pre¬ 
occupied with their domestic finaiicing 
problems only two or three years ago aic 
now expanding overseas. 

This new spirit of udventure is the result 
of two developments : (I) The high amount 
of kH>sc.cash in the tills of industry, as the 
result of two exceptionally profitable years 
and booming exports, which have brought 
in large amounts of foreign exchange; and 
(2) Germany’s chronic shortage of labour 
and high wage costs. The number of 
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l\>rcign laboiifvis employed m West Gci- 
many now has reached an all-time high of 
almost } 4 million. Moreover, (iennan 
wage costs per unit of produciion, which 
have been the highest in I tirope Ibi a mini- 
tier years, are climbing again, I his 
i.onsidcration has caused a number of b«g 
companies to Iniild produsiion ».cnties m 
coimtiies with reseivcs (O' cheap labour. 
Quite often they ^ne able iti deveUvp a 
cadre ol woikci N binli up on .i haid core of 
local employees iraineit m ibcii own 
plants m West (.ieimany 

Further Advantage 

.Siemens, (jiormany \ laigcM niaiuihu • 
Uiicrs of electrical goods, as well as oilier 
eiunpames have f<>inul a fui thci advaniagc 
in the cnrjcnl boom with ns prol»>nged de¬ 
livery dales and iwei-crowvled order books 

I hey h.ive been able to import bailly need¬ 
ed components for ihoit domesiic prodiic- 
tinn iVom I heir own plants m bneiiMi v»nn- 

II ICs 

tieinvui iweiseas mvcsimcnt has been 
growing ai an incfcasinglv rapivl Mie 
.md has almost doubled in Ihc past lour 
vears. Whereas die ratio ol domestic lo 
Idicign investment w.is 2 ' I lu 19(g) ,t 
now IS I : I in Ihcmosl iinpmiani ludusliial 
branches. Ihc rate of growth of (iennan 
hireign mvestment has hovered around 2d 
per cent for several years and lias been ex¬ 
ceeded only by that ol .lapaii. Neverthe¬ 
less, the Clcrnian performance is still .small 
in vi^w of (h* countiy's position as Ihc 
scciviid largest irading country m the 
world. 

Wcsi Cicrinan foreign investmenis 
now liital around I4,<HM) million 
D-marks (S.U5()() million) compared with 
sfd.OOd million for the l)S and 
‘^12.500 million for the UK rollovved 
by I lancc. Svvit/crland and C’anada. 

I he most disturbing aspect of this 
loicign iincstmcnt gap. however, as 
Cicrinany's doyen of finance. Dr H. .1. 
Abs, points out, is that Cicmviny's enor¬ 
mous export volume i.s disproporlionuicly 
based on the ouiput of domestic plants. 
Only about 12,(K)0 million D-marks <!s3,0()t) 
million) of the country s total exports 
W.tHH) million D-marks (.S22,500 million!, 
arc produced in foreign-based plants, where¬ 
as the output of American foreign-based 
subsidiaries is nearly four times as great, 
as exports from US-based plums. West 
Germany, which exports around 20jK*rccnt 
of its gross national product, is thus far too 
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itciiciulcnt (Ml iutcrnalM>n;ii ccoikmiik.. 
nvndis tor pri>\pcrit> uinl the more 
(iernun c\poI1^ cvprimi the ejcatcr is th!^ 

II/w u» ifn^ dilemma m the 

V ►pinion ('1 j»o\eminent <iihI iiuiustriai 
espoiis I" lo eimven foiclt;i) portfolio 
nncsimcnt into dircei mvestnieni m 
hMV»t',!> UKliisirs Ihcte me, howeser, 
.) nuniher of ohsiaeles In ll\e In si 
place. Ciernian> has lost its entile 
mvesimeni esiimaicd at around 2().(MX) 
million ly-nuiiks million) iwicc in 

the pasi lifiN >cars as the re^^lll of world 
wais It Is not easv for ihe companies 
v'.ltich slill v;m> these h>sses on then h(»oks 
to fomel ah(»nl them and Iv^m iiocsiing all 
o\ei aeain I hen loi», (iciin.in csporicis 
lia\e helween hO arnl 8t> million D-marks 
million) in unemeied had debts 
on then hooks, accuimilaled since the Iasi 
uj). pnm.nilN as the losiili of cspoit dc- 
hseiies lo deseUvpine coiiiUiies. A fui- 
lliei distiunav'ini* factor is Liealcd hv the 
diilKult <,onditions placed on h»rcii»ii invest¬ 
ment h> both mdiKtiial (.ouiunes and de- 
\ eloping: countries. 

Investment Stronfhold 

Tor a ruimher of leadin'* Cicinian linns 
(iidia Is an inNCStinciil stoiijiludd The 
tw(* cleciiical quants, Siemens and AlXi- 
lelefunken have been active m business m 
ihai counlrv for more than 50 \ears Bosch 
IS also exp.iiuline here and Daimler-Ben/ is 
a paitnei III the iaia v\oiks, whk h supplies 
nn»st ol India'^ bus and inick leviuirvmcnis 
While BASI India is in inufaetunni; INds- 
steiene ami lannmp ai^enls at Boinbav, 
llocdisl pul a new pl.isiics pkmi on sticam 
iieai limubav hist year and has pharma- 
ceidictil and dycsiulf plants m oix'ialnm in 
the \ icimts - Siemens and Al ,Ci-1 clefunkcn 
also fiavc invesiinent IVuMiudds tln\nighoui 
West Asia .ind have built many ol the lar- 
i*est nuHlern powei projects in that pan i>f 
the woild, 

SoutI) Ameika iratlitioiialK a cemre 
(»f < iennan overseas niNestment is again 
bcci'ming a focal point fm (iennan invest¬ 
ment and trade, with VW ai the lop of the 
investment list Aviih ns enormous prodiK- 
tit>n ccnircs in Brazil and Mexico. Daini- 
Icr-Hen/ also lias a Brazilian production 
eentie which is expanding rapidly, and 
Boscli. one of Cicrman>‘s famous cicvirical 
goods manufaeturers. has huge plants for 
production (>r autonunive elccn^al equip¬ 
ment in Bra/I I, Argentina anvl Movico, 


Mannesniafui is in Brazil, too. with a giant 
steel complex dating from beh>re the 
war. 

( apical investment in the development 
countries, however, accounts for only 4.0BO 
million D-marks (S<|,()00 million) of Gci- 
many's total foreign investments of I4.(H)0 
million D-mark fts3.5(K) million) and critics 
of the country's foreign investment isci • 
formance pvnnl out that this o its weakest 
Imk. Indiisiiial experts, however, rejoin 
that there are many practical obstacles to 
iiivcMing ill this part of the world (n- 
vestmCMis ullimatcly have to produce pro- 
lits and under even the best of conditions 
n is a number of years Ivehvrc a foreign 
Mihsidiarv ceases to tap the parent companv 
for investment financing and begins to pav 
a return. 

An additional handicap in the field of 
foreign investment is that big Cicrman 
companies have dilliculty in tiiuling young 
Cicrman executives who are willing to 
sacrifice advancement at home in order to 
spciul a few years managing their com¬ 
pany's foreign subsidiaries. I his perhaps 
will eluinge as German industrv lx\.omes 
foreign inv estment oriented and dev chips 
a loi-oign service hir ns executives of the 
kind long familiar lo British and Dutch 
companies with extensive foreign holdings 

Chemical Industry 

W'csl Germany's chemical nidusir> leads 
I lie held in loieign invest nienl accounting 
lor almost 20 |X'i cent of the total. This 
Is lun pariicuKu ly remarkable in view of the 
pronounced micrnational character of the 
chemivxil indusiiy as such and the rapid ex¬ 
pansion and gicat profitability of the Cier- 
man chemical mdiistrv, BASF, Bayer and 
llocchst have planted multiple flags on 
e\ci> continent and have even succeeded 
111 penetrating the piolcclne barriers set 
up around Japan’s industry by developing 
subsidiaries in co-opcialion with Japanese 
linns. BASF rapidiv switches from its 
historic pivsiiion as a producer of chemical 
raw materials itv the role ofehcmical congUv- 
merate. 

1 he electrical engineering and automotive 
industries each account for around lO per 
cent of West German foreign investment. 
Siemens' foreign production centres contri¬ 
buted l.WK) million IJ-rnarks <-^400million) 
to that companv's total foreign sides of 
3.6(H) million D-marks (.^900 million) last 


vciir. The Siemens management is aiming 
ill a 50 : 50 ratio betw^n foreign and dim¬ 
mest ic sales and foreign subsidiaries arc 
expected to plu> an increasingly important 
role. Approximately 500 million D-marks 
(S50 million) are being invested abroad this 
vear. 

Volkswagen, whicli is West Geriiianv's 
largest exporter, had a total turnover of 
11,600 million D-marks (s2,VlK) million) 
last year, of which foreign sales accounted 
for 8.8(M) million D-marks (s2,200 million). 
Mearl> one-third or 2.100 million D-markN 
(s 525 million) of this business was done 
b\ the company's foreign subsidiaries. 
Daimlei-Bcnz maintained approximately 
the same raii(» with around onc-third ot 
total foreign sales of 3,4(H) million D-nuirks 
(!< 8!>0 million) being credited lo its foreign 
subsidiaries. 

1 he long-range economic signilicance ol 
the overseas investments of some of W'esi 
Germany's other corporalion« far exceeds 
their intrinsic value. One of these is the 
Bong Project in Liberia, where four of 
Germany's biggest steel producer.s 
Thyssen, Hoesch. Krupp and Rhcinstahl 
have joined together lo mine high-grade 
iron ore. Germany imports around 
foui-lifllis of its ore rcquircmems and the 
1(H) million D-murks Bong project is 
estimated lo be supplying around 10 
IXMccnt. 

Programme in India 

A group of Cicrman industrialists will 
arrive in Bombay on January II and have 
discussions with MrCi. L. Mehta. Chairman 
ol the Indian Investment Centre, slate go¬ 
vernment mcmbeis. bankers and Indian 
and German industrialists, f-rom Bom¬ 
bay iliey will visit Baioda and Poona and 
then proceed to Bangalore, Madras, (’al- 
cLitia, Jamshedpur aiul Rourkcla, The 
longest period of time will be spent in New 
Delhi where the delegation will reach on 
January 19 and have discussions with the 
Prime Minister and all the economic 
ministries. 

The delegation in its majority consist** 
of presidents of the largest West German 
enterprises. Thi.s indicates the continued 
interest German investors have in the 
Indian market. Apart from Dr Abs, tlic 
delegation comprises Dr Peter von Siemens 
(Deputy Chairman of Siemens AG, Ger¬ 
many’s largest manufacturers of electric 
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goods with 260,000 employees), Mr G. 
Vogelsang (President of Fried. Krupp. 
Essen), Dr J. Zahn (President of Daimler- 
Benz, famous makers of Mercedes-Benz 
cars), Mr H. L. Merkle (President of Rob. 
Bosch, largest makers of auto accessories 
and household appliances), Mr T. 
Schmuecker (President of Rheinstahl, 
Essen-based coal and steel combine), Mr 
Otto Wolff von Amerongen (President of 
Otto Wolff group of steel companies). 
Dr Prinz (Director of Volkswagen, Ger¬ 
many's largest car manufacturers), Mr H. E. 
Bachem (Director of Reconstruction and 
Loan Corporation) and Mr Dohrn (Director 
of Commerzbank). 

The largest Indo-Gcrman ventures in 
operation at present are Siemens India 
(Electric motors, transformers, switchgear 
and medical equipment), Mico-Bosch 


THE problem of power in societies, 
especially the modern ones which have 
witnessed an immense step-up in the 
means and tempo of mutual commu¬ 
nication among the groups and 
individuals that compose them, is the 
protean disguises ihiil the actual foci of 
power assume when one tries to identify 
them with precision. The freedom of the 
press may on occasions be the libertinism 
of the money that owns the press. Parlia¬ 
ments and similar bodies may become the 
forums for a vast, vicious ventriloquism 
which makes it difficult to run down the 
prompters behind the voices. But the pub¬ 
lic mind has become less naive in recent 
decades and there is an increasing number 
of books and articles about the military- 
industrial elite, the new managerial class, 
the image-makers and taste-makers, those 
who contiol the mass media, the experts 
in vote-getting. 

Governing Elites^ edited by Rupert 
Wilkinson (Oxford University Press, 1969, 
p 231,60 Shs.) is not strictly an expose of 
this type. It is not concerned with un¬ 
ravelling the actual foci of power, but 
moves to a close-up of the functional stra¬ 
tum in societies whose responsibility it is 
to translate the mandates in terms of the 
admlnistratioD of the hierarchical struc¬ 
tures that maiatain the life and continuity 
of social whotei. To this extent, it is aca- 


(automobile accessories), NGEF (electrical 
equipment in collaboration with AEG 
Telefunken), BASF India (Polysterene and 
tanning agents), Widia India (tool steel in 
collaboration with Krupps), Telefunken 
India (transistor radios and components) 
and Utmal(heavy machinery in collabora¬ 
tion with GHH-Oberhauseo). Krupps have 
been instrumental — together with Dcmag 
and others--in setting up the Rourkela 
steel plant in the fifties and are now engaged 
in the Gujarat aromatics project Duiin- 
ler-Bcnz, 15 years ago,entered into one of the 
first joint ventures in India. Telco in Jam¬ 
shedpur, producing Mercedes Benz buses 
and trucks. In view of India's need to 
bridge the gap in the trade balance it has 
with many industrial countries, leading 
German firms like Siemens and AEG 
have already started to increasingly import 
products from their joint ventures in India. 


dcmic. But it is weightily and satisfyingly 
so. Henry Selby's study of elite .'Systems of 
mobile and immobile societies, Robert 
Bolgar's analysis of the contrast between 
Athenian elite education and the training 
of the Spartan ruling caste, UoicIJi Bai- 
ncit’.s paper on different traditions of mili- 
tary training and the other contributions 
on the training of administrators in the 
Ollomun empire, in Trance and in today's 
Japan, arc all distinguished by thorough¬ 
ness and care in the selection of data and 
sobriety in analysis. 

JossJeyn Hennessy's paper on British 
education for an elite in India (1780-1947) 
deserves comment in some more detail, 
not only because the subject is of special 
interest to this country but also because it 
is well-documented, ably argued and has 
cues fjr action we should take seriously. 
The loss of the tyrannical father image of 
the alien ruler was initially a serious threat 
to the defence mechanisms of the national 
psyche. It was not that alien presence 
was not in fact responsAle for many evils. 
But, earlier, it was being too often and too 
conveniently used as a scapegoat, on which 
every conceivable ill could be blamed. 

Verdicts were prejudged by prejudice, 
not shaped by sober judgment that went 
deep into facts. Typical of this attitude 
was the raUonaltst appraisal of Macaulay's 


Minute of 1835 on English Education. Its 
more sober appraisal is certainly not an 
original contribution by Hennessy; for, as 
far hack as in 1947, K. M. Panikkar point¬ 
ed out that, in spile of its tactless wording. 
Macaulay's main thesis an education 
based on the New Learning, and through 
the medium of English, was the most 
beneficently revolutionary decision taken 
by the British." But Hennessy gives fur¬ 
ther illuminating background. He reveals 
that it was the leaders of the British Evan¬ 
gelical movement, who held positions of 
authority in the East India C ompany and 
had great influence in the House of C\>m- 
mons, who initiated an official educational 
programme in India; but this programme 
was primarily meant to spread literacy so 
tltat the Indian masses would be receptive 
to proselytizing drives; and for this purpose 
an orientalist education was more than 
sufficient. 

Delightful Casuistry 

There is casuistry, but of a w^holly 
delightful and thoroughly justified 
kind, in Macaulay's argument thiU what 
Parliament intended could not have been 
an orientalist education, but must have 
I’iccn the new learning. And if any nationa¬ 
lists today still want to swear wrathfully at 
Macaula>, they should include Ram Mt*- 
han Roy also in their anaihoma. For Roy 
wiotc: “If It had been intended ti) keep the 
British iiJiiion in ignorance of teal know¬ 
ledge, the Baconian philosophy would 
not have been allt>\vod to displace the 
system of schotd men, which was the best 
calculated to peri>etiiatc ignorance. . . But 
as the inipiovcmenl of the native popula¬ 
tion is the object of the gvwcriimcnt, it will 
consequently promote a more liberal and 
enlightened system of instruction, em¬ 
bracing mathematics, natural philosophy, 
chemistry, and anatomy with other useful 
sciences_*’ 

And if criticism, silenced on the issue 
of modern learning, concentrates on 
the choice of the English medium, 
Hennessy can quote Panikkar. “What was 
the alternative? Even the most advanced 
Indian languages... had not reached the 
level of literary standards for secondary 
education. Education up to university 
"standards would have been impossible with¬ 
out decades of preparation." The mention 
of preparation projects the Minute of 1835 
like a missile right into the midst of contem¬ 
poraneity. Can we honestly say that the 
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replacement of English as medium in higher 
education today in m'iny universities has 
been decided upon after really adequate 
preparation? 

There is an initial impression of anticli¬ 
max in Hennessy's massively documented 
and argued paper thinning down towards 
tlie end to a defence of the public school 
system. Nevertheless there arc pointers 
here for further thinking. One valid 
criticism of public school education was 
that the boys did not acquire sufficient 
knowledge of Indian tradition. Thst criti¬ 
cism is losing much of its force today, not 
necessarily because things have improved 
in public schools, but because the students 
of the other type of schcK>l$ arc turning 
out to be no better. That being the situa¬ 
tion. one might devote serioas thought to 
the problem of how to gain for the general 
system of education the positive qualities 
of the public school system. 

Tha Ultimate Mandate 

Thi.s issue is vitally icicvant not only to 
the basic theme of the book but also to 
the imperative of acquiring an elitist qua¬ 
lity to the governance in this country. It is 
clear that the theme modulates here in a 
subtle way and opens out to new horizons 
beyonu the confines of the hook. For, 
in an ideal democracy, there should not be a 
governing elite, at least of the type which 
existed foimcrly in India when the ad¬ 
ministrative hierarchy derived its authority 
not from the people but froin an alien power 
that exercised sovereignty 
That a class should exercise administrative 
authority is not incompatible with the ulti¬ 
mate mandate for governance emerging 
from the people. But the quality of that 
mandate will depend upon the nature of 
the individual citizens which in turn will 
depend on the type of education which 
moulds them. Here Hennessy makes a 
very important point: while education for 
the public services and for business began 
sufficiently far buck to penetrate and conso¬ 
lidate itself over several generations, educa¬ 
tion for public life, by contrast, has been 
too recent and has spread over too few 
numbers, The adiiption of universal suff¬ 
rage has aggravated the difIkuUics. But 
since there can be no going back on it, 
the task is to ensure that every individual 
acquires the temper and judgment associa¬ 
ted formerly only with elite types. 

To many this would seem an impracti¬ 
cable ideal and probably they are right. 
But Plato related the Just governance of the 
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state to the harmontottt lelf-govemanoe 
of the individual and to throw in the 
towel without an earnest effort to see 
whether the latter can be achieved would 
be to admit that democracy will always 
be a facade, a sham. 

The subtitle of Wilkinson's book is 
“Studies in Training and Selection" — of 
governing elites. The problem grows 
appallingly in dimensions when it modu¬ 
lates to the training of all for elitist quality. 
While the task of formulating an adequate 
system is beyond any one individual, this 
much can be said : the orientation has to 
shift from mere information and data to 
ability to evaluate and judge. 

Here, at the risk of being considered 
a revivalist, one would quote from 
what amounts to a convocation address 
by the teachers to the students 
on completion of their education, 
in the Taittiriya Upanishad. “Whatever 
actions of ours were blameless, 
those you must follow, not the others. 
Whatever acts were good in our conduct, 
those .«jhall you respect, not the others. 
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And those teachM who are itti>srior to us, 
them you should honour.. The most 
remarkable feature of this address » its 
careful distinction betwem indoctrination, 
which leads to blind confoimity and accep¬ 
tance, and education which strengthens 
the critical spirit. 

Spxtficaliy applied to the problem 
of government, such a critical spirit 
will enable the citizen to discriminate 
between the precepts paraded by the de¬ 
magogues and their practice. The role of 
oratory in Athenian democracy has had a 
concealed prolongation in the control of the 
media of miss communication today and 
there is at least one party that has specia¬ 
lised in the use of the old-world, pure and 
simple oratory. Without the training for 
a critical temper which alone can transform 
the bulk of mass society into elitist society, 
the handouts dished out by the bureaucracy 
about its own achievements will be lapped 
up without the least credibility gap and the 
charismatic halo will remain secure around 
the smug visages of the Aya Rams and 
Gaya Rams. 
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FROM THE PRESS 6ALLERY 

MONOPOLIES BILL APPROVED 

OUR PARLIAMENTARY CORRESPONDENT 


NEW DELHI, Saturday: 

BEFORE Parliament adjourned after its 
winter session on Christmas-eve, it set its 
seal of approval on the Monopolies and 
Restrictive Trade Practices Bill. Two other 
important bills adopted by \i, since we 
reported last, were the Ccnstitution (23rd 
Amendment) Bill and the Meghalaya Bill. 

The Monopolies and Restrictive Trade 
Practices Bill, which had been adopted by 
the Rajya Sabha during its last session, 
was passed by the Lok Sahba on December 
18, in the face of stiH opposition from not 
only the Swatantra and the Jana Sangh 
groups but also from many other oppo¬ 
sition members, including those belonging 
to the Congress party (O). The bill, accord¬ 
ing to the Minister for Industrial Develop¬ 
ment, Company Affairs and Internal Trade, 
Mr Fakhruddin AH Ahmed, who piloted 
it, sought to check the tendencies observed 
in the past few years of wealth accruing 
from industrial de^flopmont going into the 
hands of a few to tnc detriment of the com¬ 
munity at large. 

CSovarnment Monopoly 

It was alleged by the critics of the bill 
that it not only sought to concentrate all 
political and economic power in the hands 
of the government, but will also restrict 
competition, exports and employment op¬ 
portunities and would retard economic 
growth. They pointed out that there were 
no monopolies in the private sector; of 
the 10 big companies in the country, nine 
were government-owned. 

The critics also stressed that the measure 
was completely divested from economic 
planning. Instead of laying down clear-cut 
policies for the guidance of entrepreneurs, 
it wanted every entrepreneur to go to the 
govemirent and satisfy it that his venture 
would not develop into a monopoly. 
Though the objectives of the legislation,they 
argued, were laudable, its approach had 
not been properly worked out. The blanket 
powers which the bill sought to confer on 
the government, it was feared, would lead 
to dilatoriness and widespread corruption. 

It was also pointed out that after the pas¬ 
sage of the bill, foreign companies, with 


holdings of millions of dollars, would not 
be inhibited from expanding; the restriction 
would apply only to indigenous companies. 
The leftist members of the House^ however, 
felt that the measure did not go far enough. 

The attempts of the opponents of the bill 
to get included within its purview public 
sector undertaking failed. The Minister for 
Industrial Development objected to this 
by pointing out that public sector under¬ 
takings could not be termed monopolies 
because they worked for the public good. 
Moreover, he pointed out, Parliament was 
there to correct if anything went wrong with 
the public sector. Who is there to check 
monopolies of the private sector, he asked. 

Rasarvatlon of SoaCt 

The Constitution (23rd Amendment) Bill, 
which sought to extend the period of reser¬ 
vation for the scheduled caSiCs, scheduled 
tribes and Anglo-Indians in Parliament 
and state legislatures for 10 years from 
January 26, 1970, was passed unanimously 
by both the Houses, even though there was 
expressed a good deal of criticism on the 
inclusion of Anglo-Indians within the scope 
of this bill. The Meghalaya Bill, which 
sought to create Meghalaya as a sub-state 
within the State of Assam, was generally 
approved by all the sections of Parliament. 

The treasury benches, however, were 
pul to a good deal of embarrassment when 
a non-oflicial resolution in the Rajya Sabha 
calling for a decision on the abolition of 
privy purses and the special privileges of 
the erstwhile rulers of the princely states 
was adopted by a voice vote. It was inte¬ 
resting to find that on this issue several 
members of the ruling party also sided 
with the opposition. 

A clear evidence of the alignment of the 
ruling party with communists, the DMK, 
the Muslim League and the Akali Dal was 
available on many occasions. The support 
of communists members, particularly be¬ 
longing to the right wing, even on the issue 
of the non-filing for 10 years of his 
income returns by the Minister 
for Food and Agriculture, Mr Jagjivan 
Ram. indeed came as a surprise. Mr 
Jagjivan Ram*s this lapse was scathingly 


criticised by all the major opposition 
groups, except the right communists 
and the DMK who argued that not 
only many others were guilty of this 
charge, but that there were political 
motives in raking up this issue. The elec- 
•ions of Mr G.G. Swell and Mr B.D., Kho- 
baragade to the Deputy Spetikership of the 
Lok Sabha and to Deputy Chairmanship 
of the Rajya Sabha, rc'ipeciively, also 
gave enough evidence ol this line up, al¬ 
though CPM sided with the other oppo¬ 
sition panics in the election of Mr B. D. 
Khobaragade. 

Nationalleatlon of Sugar Industry 

During a 5|-hour discussion in the Rajya 
Sabha on December 9, on the demand 
for the nationalisation of the sugar industry, 
the Minister of State for Food and Agri¬ 
culture, Mr A. P. Shinde, revealed that on 
the advice furnished by the union Law 
Ministry, the Food and Agriculture Min¬ 
istry bud told the Government of Uttar 
Pradesh that a state government could 
also acquire an industry in its jurisdiction. 

The Food and Agriculture Minister, 
Mr Jagjivan Ram, announced later on in 
a two-hour debate on the government's 
sugar policy in the Lok Sabha on Decem¬ 
ber 15, that a committc would be set up 
shortly to study the working of the sugar 
industry in the context of the demand for 
its muioiialislion. The commiltee would 
examine the problems relating to factory- 
canegrowers relationship, canc prices, re¬ 
turn on investment and performance of 
plants. 

While agreeing with the critics that the 
sugar policy of the government constantly 
swung between “control, partial control 
and decontrol^, Mr Jagjivan Ram asserted 
that the nature of the industry was such 
that a permanent sugar policy could not 
be had. The policy of partial decontrol 
which was being followed currently, he 
pointed out, had been a beneficial one. 

The recently announced decision of the 
Prime Minister to expand the refining capa¬ 
city in Assam by about oneirillion tonnes 
came in for sharp criricism during a short 
discussion on the subject in the Rajya 
Sabha. li was alleged by the leader of the 
opposition in this House, Mr S. N. Mishra, 
that political reasons had prompted this 
decision. The allegation was stoutly refuted 
by the Prime Minister, Mrs. Indira Gandhi, 
who asserted that the decision was neither 
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politically motivated nor was it taken in a 
hurry. If at all* it wai taken belatedly and 
after a good deal of thought being best¬ 
owed on it. Mrs Gandhi pointed out that 
the present crude oil pipeline from Assam 
to Barauni could not take more crude. 
The expansion of the Barauni refinery, 
therefore, had to be based on ciude oil 
from sources other than Assam. 

While clarifying her government's deci¬ 
sion on the expansion of the refining capa¬ 
city in Assam, the Prim^ Minister denied 
that any state was being discriminated 
against, as alleged by some members. The 
government, she said, approached the prob¬ 
lem of developing underdeveloped states 
.in an integrated manner, but the lack of 
resources came in the way. 

Land Reforitif 

A g(XKi deal of concern was expressed in 
the Rajya Sahha over the delayed imple¬ 
mentation of land reform schemes. Some 
leftist members. thought that Article 226 
of the Co<nstitution relating to property 
rights would have to be amended in the 
interest of expeditious implementation of 
land reform measures. Mr A. P. Shinde, 
however, dented that the Constitution stood 
in the way of land ceilings being reduced 
or reforms being carried out. Land laws, 
he said, were complicated in many cases. 
The Agricultural Commission, which was 
proposed to be set up soon, would be asked 
to examine the existing laws and suggest 
measures to simplify them. The November 
conference of state Chief Ministers on land 
reforms Mr Shinde thought, would prove a 
landmark. This was, however, disputed by 
many members who styled the conference 
just as a “hoax’*. 

Parliament has voted Rs 18.52 crores 
supplementary demand for grants of the 
union government for the current financial 
year. The main item of additional expendi¬ 
ture included in these demands was the 
payment of interim compensation to the 
14 banking companies which were natio¬ 
nalised in July last; it accounted for Rs 
14.25 crores out of the total Rs 18.52 
crorcs. It is estimated that Rs 7.5 crores 
will be paid to the nationalised banks in 
cash and Rs 6.75 crores in securities as 
provided in the Nationalisation Act. The 
increase in expenditure is estimated to be 
oflsct to the extent of Rs 10.20 crores by 
higher receipts and recovciics. The net 
outgo from the consolidated fund, there¬ 
fore, will be Rs 8.32 emres. 

The Minister of State for Finance, Mr 
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R. K, Khadilkar, announced in the Rajya 
Sabha on December 19, that the govern¬ 
ment proposed to appoint a committee of 
experts to review the working of the ad- 
ministnitive machinery in the income-tax 
department with a view to making it more 
effective in dealing with tax arrears, tax 
assessments and black money, 

Mr Khadilkar revealed in the Lok Sabha 
on December 22, that the government 
would announce by January 15, a reduction 
in the premium rates payable on without- 
profit life insurance policies. 

IMP Quota 

The other Minister of State for Finance, 
Mr P. C. Sethi, revealed in the Lok Sabha 
on December 15, that the Government of 
India was going to ask the World Bank 
and the International Monetary Fund 
not only for a larger quota for the deve¬ 
loping nations, but also for a greater voice 
for them in their control and management. 
Mr Sethi further stated that the drawing 
of special rights depended on each coun¬ 
try's IMF quota. At present our quota at 
a 750 million was the fifth largest, but it 
is likely that the proposal to revise quotas 
on considerations of each country’s share 
in world trade and its gross national pro¬ 
duct might affect it. The quotas of Japan, 
Canada and Italy might go up. Our quota 
might also go up but in relation to these 
countries it would be less. We might, 
therefore, lose our right to a nominated 
position on the boards of the two world 
institutions. A proposal, Mr Sethi dis¬ 
closed, had been mooted by the developing 
countries to do away with the nomination 
system altogether and to replace it by an 
elective system. 

Mr Sethi disclosed in Lok Sabha on 
December 8, during the question hour, 
that the purchasing power of the rupee had 
gone up in the last 12 months by J .4 per 
cent, measured by the 12-monthly average 
of the all-India working class consumer 
price index. 

In reply to a question in the Rajya Sabha 
on December 9, Mr Sethi said that the 
government had no proposal to demone¬ 
tise the currency to get hold of black 
money. The demonetisation of Rs 100 
notes, he added, would involve about 48 
per cent of the total currency. The previous 
scheme of demonetisation, Mr Sethi obser¬ 
ved, had also not bgpn “useful”. 

The Minister of State for Steel and Heavy 
Engineering, Mr K. C. Pant, revealed in the 
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to expand tbe Bhilai stfel plant firom 2.5 
milliim tofiiMB of ingot ^Qel; aipocity to 
3.2 mirtioii toimea durkijg the fourth 
Plan period was being considered. The 
expansion of the blast furnace capacity 
to make pig iron had already been taken, 
up; it was expected to be completed by the 
middle of 1971. Mr Pant also disclosed that 
the setting of a seamless tube plant at 
Bhilai was also being considered. 

Bokaro*s Capacity 

The Minister for Steel later on told the 
Consultative Committee of Parliament at¬ 
tached to his ministry that efforts were 
being made to expedite the expansion of 
Bokaro to four million tonnes capacity in 
view of the shortage of flat products. Some 
additional provision for this programme 
was being pressed for inclusion in the 
fourth Plan. 

The fears about a mid-term poll were 
repeatedly expressed in the Lok Sabha, al¬ 
though the Minister for Law, Mr Govinda 
Menon, assured merabets that neither 
the dissolution of Parliament nor a mid¬ 
term poll was contemplated by the govern¬ 
ment. The Law Minister conceded that the 
Constitution was silent on whether the 
Prime Minister’s advice for the dissolution 
of Parliament was binding on the Presi¬ 
dent. The Constitution, he added, merely 
said that the President shall dissolve Par¬ 
liament. The question, Mr Menon added, 
was primarily of convention which in our 
case had to develop. Mr Menon further 
said that the issue was a political one; 
it could not be settled by a reference to the 
Supreme Court. The leader of the oppo¬ 
sition (who has now been formally recog¬ 
nised by the Speaker), Dr Ram Subhag 
Singh, asserted that the President should 
not heed the Prime Minister’s advice to 
dissolve Parliament, if offered. Other 
parties, he argued, should be given a op¬ 
portunity before Parliament was dissolved, 
to try for an alternative government. 

The Law Minister defended the Chief 
Election Commission in respect to the 
allegation that it had acted in a hurry 
in revising the electoral rolls and that 
postponment of by-elections had been 
ordered at the government’s suggestion. 
The/‘crash programme” of up-dating the 
electoral rolls, Mr Menon said, had beconte 
necessary in view of the fact that some 40 
million eligible voters were not registered. 
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WINDOW ON THE WORLD 

FRENCH EXPERIENCE IN GROWTH 

JOSSLEYN HENNESSY 


I 

LAO IN TIME 

LONDON: 

THE rate of growth of an economy is 
irregular. In the present state of economic 
knowledge and social evolution it is im¬ 
possible entirely to eliminate this irregu¬ 
larity — even W'ith (as some people would 
sayX or still less with (as I would say), 
the strictest planning. It is, nevertheless, 
obviously desirable to try to diminish the 
intensity of irregularity in economic growth, 
since the imbalances that follow have seri¬ 
ous consequences : they produce (1) rising 
prices and balance of payments deficits 
during the period of overheating and un- 
employmem, (2) falling profits and de¬ 
creasing investment in the ensuing period 
of restriction. 

The techniques used today to counter 
overheating or recession are much more 
effective than in the interwar years, but their 
effectiveness is still relative and their appli¬ 
cation is a delicate job. It is, in particular, 
difficult to measure exactly the degree of 
intervention needed to produce a given 
effect and to decide the precise moment 
when action should be initiated or halted. 
There is the risk that the authorities, may 
let loose an upsurge which will get out of 
hand, or may induce a real recession when 
all that they want is some cooling off. 
Then you come up against the problem of 
the'^Jagin time'': there is often a long delay 
between the moment when the need for 
intervention is seen and the moment when 
the effects of the intervention are felt. 

Hmuret Needed 

The measures needed often involve wide¬ 
spread consultations, reconciliations of 
apparently divergent interests, and perhaps 
votes in Parliament. Once initiated, the 
measures may not ‘*bite** immediately be¬ 
cause those affected may be slow to grasp 
the consequences of some new turn of 
events or policy and to adapt themselves 
accordingly. It has often happened that a 
deflationary measure, decided upon while 
overheating was still obvious, begins to 
take effect when the curve has turned from 


rising to, horizontal or has begun tc fall. 
The contrary — that expansionist measures 
begin to take effect when the curve has 
ceased falling and is on the rise — is just 
as common. 

A government's basic need, then, is to 
have at its disposal up-to-the-minute data 
and statistics which enable it to detect the 
first signs of overheating. By the time that 
the rise in prices has begun to accelerate, 
or the balance of payments deficit has 
biscome noticeably worse, it is often too 
late to act. Action must be taken as soon 
as tension in the mechanism of production 
appears : difficulties of supply, lengthening 
delivery dates, labour shortages. 

II 

SUPPLY SHORTAOIS 

Jn normal periods, supply crises do not 
affect raw materials or primary products, 
because the markets in these commodities 
are usually world-wide. A topical example 
of this, which occurs to me, is the strike of 
the nickel mines in Canada, which produce 
80 per cent of nickel produced by non-com¬ 
munist countries. There has been pressure 
no nickel prices, but the immediate effect 
of the prolonged strike has been to boost 
production in existing Australian mines and 
to stimulate the discovery of new mines 
between Windarra, Kalgoorlie, and Espe- 
rance in western Australia, However, the 
worst that can happen to raw materials, 
from the consumer’s point of view, is a 
general rise in their prices, as has happened, 
in general, since the autumn of 1967, and 
more recently to nickel in particular. On 
the other hand, supplies of scnii-finished 
goods for processing industries become 
difficult. 

Among the questions which the INSEE 
(French National Institute of Social and 
Economic Statistics) puts to enterprises at 
regular intervals one seeks to ascertain 
whether failing supplies are impeding 
the expansion of production. Normally 
around 1 or at the most 2 per cent of en¬ 
terprises reply “Yes”. In periods of over¬ 
heating, however, the percentage swings 
up: thus in the autumn of 1957 it rose to 
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20 per cent, while in June, 1967, it was 
8.9 per cent. 

The explanation of such variations is 
that certain sectors, which have unutilised 
spare capacity, can respond rapidly to an 
upsurge of demand, but flirther along the 
tine their supplies may not have the same 
flexibility and may be compelled consider¬ 
ably 10 lengthen their delivery dates. 
The process spreads by contagion, 
and if no quick relief is possible from im¬ 
ports it can cause what is known as '*over- 
heating unemployment** among producers 
short of stocks. More detailed knowledge 
of inter-scctorul exchanges and the further 
development of forecasting techniques 
should enable to be reduced such economic 
tensions as arc chiefly caused by irregula¬ 
rity of demand, often accentiidted by in- 
eflicient liandling stocks, specially in the 
distribution stage. 

Ill 

SHORTAGES OF NEW FLANT 

The number of French enterprises de¬ 
claring their inability to expand produc¬ 
tion for lack of machinery or plant varies 
greatly according to the evolution of the 
state of the economy: between 1952 and 
ihc beginning of 1958 tlie numbers fell 
substantially. They began to rise from 
1959 and continued to rise irregularly till 
1964, when a decline began. A new rise 
started early in 1968 and by June, 1969, 
28 per cent of firms replying to INSEE 
questionnaires reported inability to expand 
for lack of plant. 

In eiTorts to satisfy a strong growth in 
demand, enterprises are often led initially 
to bring back into use plant abandoned as 
obsolete. This source is usually expensive 
and quickly exhausted. The only adequate 
solution is new plant. Demand for capital 
goods always rises strongly when the 
economy is on the rise, and this rise contri¬ 
butes to increase tensions. 

Investments the sole eflect of which is to 
increase production capacity contribute 
little to cooling off, because they require 
additional hands to bring thcn\ into service. 
This docs not, of course, apply to invest¬ 
ments which lead to increased output, but 
tfie relative slowness of many innovations, 
difflculties of flnancing, and delays in de¬ 
livery ofnew installations rarely allow subs¬ 
tantial and immediate rises of productivity. 
Indeed productivity tends to rise more 
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slowly in periods of overheating under the 
law of diminishlhg returns. 

This phenomenon emerges from a study 
[ of the INSEE’s statijftics on the evolution 
of productivity between 1957 and 1966 
(see table). 

INDEX OF PRODUCTIVITY IN 
FRANCE 


(Per cent) 

1957 

3.4 

1958 

1.9 

1959 

2.7 

1960 

5.2 

1961 

2.4 

1962 

3.8 

1963 

2.1 

1964 

2.7 

1965 

2.6 

1966 

2.9 


A big fall in productivity is noticeable 
in 195B, a year which opened to marked 
overheating and during the course of which 
severe deflationary measures were imposed. 
The same applies to 1963. By contrast, it 
is the beginning of periods of economic up¬ 
swing that witness the best productivity 
results as, e.g. in 1960. The economic im¬ 
balances and government interventions 
that overheating causes reduce the 
economy’s long-term growth rate. 

IV 

LABOUR SHORTAGES 

When you examine INSEE’s statistics on 
the evolution of the French economy from 
beginning of 1953, you find that the per¬ 
centage of enterprises unable to expand 
production because of labour shortages rose 
steadily up to the autumn of 1957 from 2 
per cent to over 20 per cent. The incidence 
of the deflationary measures taken then 
were noticeable, since the percentage of 
enterprises reporting labour shortages fell 
to 3 per cent in March, 1959. The rise 
thereafter was both more moderate and 
moa^ irregular; it was temporarily interrup¬ 
ted by the massive repatriation of French 
citizens from North Africa in 1962-63, 
and thereafter the stabilisation plan in¬ 
duced u fall. In March, 1968, another rapid 
rise began, attaining 17 per cent by June. 
1969. It would doubtless have risen higher 
if some enterprises had not referred only to 
“priHluctlon bottlenecks" in their replies 
to questionnaires when, in fact, they could 
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not find additional workers needed to run 
additional plants. 

It mnahis to Oxplain an apparently 
paradoxical phenomenon : labour shortages 
can become acute, as in France since the 
spring of this year, while the unsatisfied 
number of jobs sought remains high; at 
the end of June, 1969, this was 190,000, 
whereas simultaneously more than 20 per 
cent of enterprises reported inability to 
expand production in default of labour and 
the unsatisfied number of jobs on offer 
continued to rise. 

This total, which includes only an in¬ 
significant number of seasonal unemployed, 
doubtless represents a residual of un¬ 
employed, which cannot be eliminated in 
the short-term. 

Residua of Unamployad 

Who are they? In the first place they 
include 30 to 40 per cent of workers who 
register as unemployed, find a job in less 
than three months, and who constitute a 
mobile group on the labour market 
essential to the flexibility of the mechanism 
of production and to the consecutive 
development of productivity. Secondly, 
more than 15 per cent of the unemployed 
are over 60 years of age, and it is difficult 
to find jobs for them. Thirdly, there is 
a quota of handicapped workers who, 
although not entitled to social security 
benefits, are unable for physical, or more 
likely psychological, reasons to take up 
most of the kinds of jobs on offer. 

After deducting these three groups, there 
remain something less than 80,000 un¬ 
employed. For a complete assessment 
of the apparent "labour reserve", up to 
25,000 must be added, who are looking for 
jobs but who, for one reason or another, 
do not register themselves as unemployed. 
These are mostly married women, retired 
persons, or young people supported by 
their families, in reply to questions they 
declare themselves to be in search of a job 
but that since they arc not in desperate 
need, they are going to pick and choose. 
This last group cannot be termed as **un- 
employed**, and if they are to be regarded 
as a labour reserve, it must be noted that 
they arc a reserve which can be only par¬ 
tially relied upon. 

Thus according to the broadest assess¬ 
ment, in Junc-July, 1969, the total of the 
French labour resery^ apparently avail¬ 
able (80,000 job seekers plus 120,000 un¬ 
registered) but in fact unutilisable at that 
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moment Dm about one per eeni of atut 
total labour force, this percentage is ad* 
Iitttte4l^ amaUr but^ probnUy higber than 
in a tountry like Wesi^emiany* Hu’s is 
partly because of the lack of mobility of 
labour (regional pockets of unemployment 
still persist) but more especially because 
of lack of, or unadapted, professional skills 
at all levels. Many badly advised young 
people are wrongly educated from the 
viewpoint of the market demand for skills. 
Far too many arc equipped only for jobs 
in the tertiary sector; others have only the 
most rudimentary education. As yet French 
schools and universities are failing to 
train people ready, able, and accustomed 
to the idea of several changes of skills, 
professional or other, in the course of their 
working lives-4i need of the future in all 
industrialised economies to which 1 have 
frequently referred in previous reports. 

V 

DEMAND EXPANSION 

The conclusion that these facts suggest 
is that policy for growth based on expanding 
demand quickly runs up against limits. 
The expansion of demand might well have 
been a sensible basis of policy in the inter¬ 
war years, when many countries had un¬ 
utilised surplus production-capacity and 
large numbers of unemployed workers. 
But since World War IT the margins of un¬ 
utilised capacities, both in plant and in 
labour, have been narrow over most of the 
industrialised west. In France, the narrow¬ 
ness of the margin is clear when one 
notes that the maximum unsatisfied number 
of jobs sought since the war (286,000 in 
June 1968 in seasonally corrected figures) 
did not one year later exceed about 65,000 
(0.33 per cent of the total labour force, 
industrial and agricultural) registered un¬ 
employed, a total apparently irreducible 
in the short-term. Recruitment of foreign 
workers admittedly enables a number of 
basic unskilled vacancies to be filled, but 
the numbers available in the countries 
from which these recruits come is 
diminishing in its turn, in addition to which 
it is frequently necessary to provide train¬ 
ing periods for foreigners before they can 
be put to work. 

It follows that a too rapid expansion of 
demand inevitably gives rise to production 
bottlenecks, and quickly leads to the need 
to impose ‘‘austerhy*’ measures, whose 
enforcement is difficult and unpopular. 
The aim should be to ensure that the growth 
rate is kept as steady as posible and that 
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the authorities should seek to perfect there- of ihe Ecommue Rcvkw, published (in 

finement of the “indicators of overheating" French) by the Banque Nationaie dc Paris, 

and formulate their policies accordingly. but the bank is not responsible for my in- 
Sonrem and acknowiegcaHMs : The fore- terspersed comments based on a variety of 
going draMs on a repon in the latest issue sources. 

Farewell to Old Friends 

H- Re VOHRA 


WASHINGTON: 
NO country has promoted the popularity 
of DOT and artificial sweeteners moire than 
the US during the last two decades or more. 
The prestige of its technology and Madison 
Avenue approach backed the two sets 
of chemicals. They combined to raise the 
products to a pedestai where they were 
hailed as saviours. 

Now, ironically, it has fallen to the US 
to lead the reverse movement. The “savi¬ 
ours’ ' have been dethroned and in the US, 
where their use is being rc.siricted, the old 
friends have been labelled as potential 
enemies. I'he technology which evolved 
them is also responsible for their exit from 
the open US market. 

Such is the nature of progress. Some¬ 
times it devours its children even though 
they arc only suspected to be harmful. 
In the case of the two items, solid proof at 
this time is lacking that they have indeed 
injured man. The US government is act¬ 
ing on the assumption that its course 
is prudent as it concerns public health. 

Mollgnaiit Tumours 

Artificial sweeteners have been removed 
from the list of substances generally re¬ 
cognized “as safe for use in foods.” The 
step follows the finding that animals sub¬ 
jected to strong doses of cyclomates for 
long periods develop malignant bladder 
tumours. The fact has been confirmed by 
a panel of the National Academy of Science. 
The panel, however, admits that there is 
no evidence of cyclomates having caused 
cancer in humans. 

Nevertheless, the government’s order re¬ 
quires discontinuance of the sale of bever¬ 
ages containing cyclomates. The content 
of cyclomates in products to be consumed 
on medical advice will also be reduced to a 
minimum while food products containing 
cyclomates will show their quantity in an 
average serving if they are to be sold on a 
non-prescription basis. 

The Medical Advisory Group on cy¬ 


clomates has endorsed the prohibitions, 
It recognizes that “in the medical manage¬ 
ment of individuals with diabetes (and parti¬ 
cularly in the case of juvenile diabetics) 
or patients in whom weight reduction and 
control is essential for health, non-nutritive 
sweeteners such as cyclomates can be a 
useful dietary adjunct.’* 

Expert medical opinion also recognises 
that medical benefits in these instances 
outweigh the possibility for harm and re¬ 
commends that products containing cy¬ 
clomates continue to be made available on 
advice of a physician on a prescription. 

The Medical Advisory Group has re¬ 
commended continued research on cyclo¬ 
mates and other non-nutritive sweeteners 
to expand the present findings. This 
would relate to their eflFccl on man. 

Canada Goas Along 

Canada has agreed to go along with the 
US. IntcrdeiTCndencc of the two markets 
necessitates similar policies on cyclomates. 
This is particularly true of seasonally pro¬ 
cessed foods and vegetables. Their phase¬ 
out programmes must and will follow the 
same cycle. Other countries will also 
have to take a stand. There will be no 
restrictions on US exports. 

This will also be true of DDT. Mr 
Robert H. Finch, Secretary, Department 
of Health says : “We are not interdicting 
the manufacturing of DDT for one very 
simple reason. Most of the DDT and the 
hard pesticides go abroad. In Africa, for 
instance, they feel, they need them to cont¬ 
rol malaria and we arc not going to make a 
judgment. We can point out the dangers, 
but they fee! they need them... to give the 
people greater life expectancy.” So the 
responsibility for their use or non-use 
would rest with individual countries. The 
US is satisfied in having raised the alarum. 

The action in the US follows the re¬ 
commendations of the commission on 
pesticides. It does not deny that our so¬ 


ciety has reaped tremendous benefits from 
the use of pesticides in preventing disease 
and in increasing the production of fcK>ds 
and Hbres, TIic need will continue to 
expand for the foreseeable future. However, 
it takes account of the evidence which 
indicates that there arc unintentional effects 
of pesticides on various life forms within 
the environment and on human health. 

After carefully reviewing all availabJe 
information, the commission has con¬ 
cluded that there is adequate evidence re¬ 
quiring corrective action. The US docs 
not propose to wail until the last piece of 
evidence has been submitted on the many 
issues raised by the use of pesticides. 

The main I'ccommcndution is drastic. 
The US seeks to eliminate all uses of DDT 
and DDD within two years excepting uses 
conducive to the preservation of human 
health. These would be approved unani¬ 
mously by the secretaries of the depart¬ 
ments of Health, Education and Wel¬ 
fare, Agriculture and Interior. 

Abundant Evidnnen 

The jcpori observes, “Abundant 
evidence proves the widespread distribution 
of DDT audits metabolites in man, birds, 
fish and other aquatic organi.sms, wild life, 
stiil, water, sewage, rivers, lakes, oceans 
and air. Evidence also demonstrates that 
these materials arc highly injurious to some 
species and threaten other species and bio¬ 
logical systems. Elimination of all non- 
essential uses is therefore sought to be 
achieved within the period of two years 
without excessive economic disruption”. 

Despite the steps which have been de¬ 
cided upon, little can be done to eradicate 
the residues of the pesticides in soil, water 
and air and in the food supplies of this 
country for a period of about 10 years. 
Eflbrts will be nutde to evolve methods for 
use of the food supply with minimal hazard 
to human health. It would also be neces¬ 
sary to enlarge research to gain further 
understanding of the persistent ciiemical 
in the country’s environment. 

The measures which the US is taking 
are the result of studies on animals. High 
doses of these chemicals administered to 
animals have produced tumours. Evi¬ 
dence does not exist which might conclu¬ 
sively prove that they are similarly injurious 
to man. There are innumerable inherent 
difficulties in fully evaluating the risks to 
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humiin health through the continued use of 
pesticides, 

A detailed survey of case reports of 
incidents involving acvidenlal poistwing by 
organochlorinc pesticides r«%'cals that they 
increase the excitability of the nervous sys¬ 
tem. Some <’f the compounds also d'«mage 
the liver- Their capacity to penetrate 
human skin varies from one compound to 
another. Endorine, for instance, penetrates 
easily and creates “chemical intoxication.” 
Others create acute toxity. Dieldrin and 
cndrinc have prtxluccd many eases of acute 
poisoning although DDF is relatively safe. 
Not enough is yet known the results of 
man's prolonged exposure to low levels of 
pesticides in his environments. 

Fhe Commission (m Pesticides hacks its 
recommendations with these words : “To 
sum up, the field of pesticide toxicology 
exemplifies the absurdity of u situation in 
which 2(K) million Americans are under- 
gi>ing Iifedong exposure, yet our knowledge 
of what is happening to them is at best 
fragmentary and for the most part indirect 
and inferential. While there is little ground 
for forebexiings of disaster, there is even 
less for complacency. The proper study 
of mankind is man. It is to this study that 
we should address ourselves w'iihout delay.' ’ 

Socialistic Moasuro 

While the federal government is moving 
energetically to guard against potential 
chemical enemies it is being backoned by 
growing political opinion, supported by a 
commission of experts to tackle its problem 
of poverty through an advance socialistic 
measure. What can be more socialist, 
for instance, than a programme providing 
income without w'ork? 1 wonder if there 
IS any such plan even in communist 
countries. 

Let it be said immediately that the new 
thinking is not intended to supplant 
America’s relatively free economy hut to 
buttress it. That is the main difference 
between the US and other countries which 
piofess scKialismasa goal. 

The new economic thinking in the US 
has discovered that despite the general 
affluence, there arc jpoor in this country 
and they number nearly 25 million. They 
are adjudged poor because they belong to 
families who earn less than $3,533 per year 
or $2.43 per person per day. In contrast, 
to this poverty index, a Department of 
Labour Study has found that family of 
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four needs at least four dollars per person 
per day to meet its needs. 

There have been a lot of hearings on this 
subject this year. On one point they seem 
to agree. You don’t need to be unemploy¬ 
ed to be poor. There arc working 
poor too in this country. Over one-third 
of the poor live in families in which the 
family head works throughout the year. 

Again, the barren life styles of the poor 
are not primarily the result of ignorance or 
indifl'erence. But rather they are the re¬ 
sult of insufficient money. It is to this 
kind of problem to which the new thinking 
addresses itself. 

The old welfare approach, relying on 
employment to provide adequate income, 
is adjudged to have failed. It has not eli¬ 
minated poverty and cannot. Therefore, 
u revolutionary new idea has taken root. 
Its main fruit is the concept of a basic uni¬ 
versal income financed and administered by 
the federal government. It would make 
payments, based on income needs, to all 
members of the population. The payment 
would vary by family size and would pro- 


VIENNA: 

THE Common Market’s Hague summit 
conference has come and gone and west 
Europe, almost to its surprise, is a little, 
but only a little, the stronger for it. Had 
there been evidence of an overall, more 
far-going, generous spirit, matters might 
have been dift’erent. As it is, the Market 
is, wisely, strengthening itself by estab¬ 
lishing a mini-federal reserve system and 
has, unwillingly on the part of the French 
senior partners, agreed to begin discussions 
on British entry again by the end of June 
after all other details have been tied up to 
French satisfaction. 

The greatest achievement at The Hague 
session was to obtain agreement between 
France and West Germany on the vital 
question of setting up a co-operative ma¬ 
chinery to ward off future financial crises 
within the Market. Shaken by repeated 
currency crises over the last two years the 
French and their paitners agreed that it 
was necessary to create a European reserve 
fund into which member-countries would 
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vide a base Income for any needy family or 
individuals. 

The pro||x>sal also provides for reducing 
basic payments by 50 cents for each dollar 
of income from other sources. This for¬ 
mula would encourage recipients to conti¬ 
nue working or to seek employment and 
would not discourage continued develop¬ 
ment of private savings and insurance. 

There are many suggestions about the 
proposed base income. The Commission 
on Income Maintenance favours a base in¬ 
come of $2,400 to a family of four. Families 
of four with other income resources would 
also receive a supplemental income. The 
programme would cost the country $6 
billion. This would total up to the net 
additional income for some 10 million 
households. 

The benefit level would be raised as rapid¬ 
ly as is practical. To set payment levels 
at the poverty line would cost the exchequer 
about $27 billion and would cover 
24 million households. The $6 billion pro¬ 
gramme is only a beginning. It would help 
reaffirm this country’s “respect for the 
worth and dignity of its citi?:cns....” 


transfer a portion of their national reserves 
for joint administration. Members will have 
the right to borrow from the common re¬ 
serves to tide them over balance of pay¬ 
ment difficulties. They undertook also to 
work out common economic targets to re¬ 
duce the variations of performance that 
have been the root cause of the currency 
difficulties and differences. 

These* ideas are not new. They arc mere¬ 
ly a slight variation of what has become 
known as the Barre scheme, after the 
French Common Market Commission 
official who worked it out in February, an 
idea which the Market’s finance ministers 
have looked on with faveur. What is new 
h that the French and the West Germans, 
the people who really run the Market, 
have now committed themselves at ihe 
highest level to take up the plan and work 
it out. 

The scheme is another Market success for 
the French since the West Germans whoi^e 
powerful economy lays them open to the 
responsibility within the Market of paying 
bills for other countries —< more often than 
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moif F^nmce — have fMver bm entlu^stic 
0 ¥ 6 r the idea. Herr Brandt's staiement, 
that his govenun&it is willing '*lo proceed 
along the road to economtc and monetary 
imioD, step by step and with a realfstic 
approach within the Market" suits French 
and others* policy admirably. 

By contrast to West German forth¬ 
comingness the French tardy, almost 
forced, acceptance of fixing a firm final date 
to begin negotiations afresh with the 
British was niggardly in the extreme. Even 
so, as a face saving gesture to Paris, the final 
communique made no mention specially 
of this final date and the commitment to 
start negotiations to expand the 12-year 
old Market had to be detailed in separate 
oral statements by the Market’s present 
members. Even so, also, the French 
managed to express the matter negatively 
— they “would not seek to hold up pre¬ 
paratory work by the Common Market ex¬ 
perts to fix a joint negotiating position." 
The fairly plain inference is that they will 
not go out of their way to help very much. 

Basis for Compromisa 

The basis for the compromises was for¬ 
mal agreement France's partners to per¬ 
petuate the principle of the expensive Mar¬ 
ket farm finance system, which costs some 
3,000 million dollars a year, and which 
annually provides hundreds of millions of 
dollars in Common Market subsidies to 
French farmers. 

There is little wonder that the Dutch Fo¬ 
reign Minister, Dr Luns, the principal advo¬ 
cate within the Market of British entry, 
expressed himself as only “rather happy”. 
In return for a lukewarm promise not to 
obstruct preparations for beginning to talk 
with the Britsh again the French have gain¬ 
ed a perpetuation of heavy subsidies for 
their agriculture and a German acceptance 
of major responsibility for financing Market 
machinery for warding off currency crises 
among Market members. One would say 
that President Pompidou, with his banker’s 
skill, had struck a fairly good bargain. 

Whether the British, increasingly luke¬ 
warm to the idea of joining, will now push 
ahead wholeheartedly to join the Market 
femains questionable. With a general elec¬ 
tion coming, the vdiole question for the 
British may be made an electoral matter 
and there are suspicions that Mr Wilson 
may see victory once again for Labour in 
adopting an attitude rejecting Eurc^ and 
in playing up to the gwieral British mood 
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of being “broiMied off” with the whole 
project. 

The Gontindntal countries, particularly 
the Austrians, who seek association witli 
the Maiicet so that they can trade on better 
terms with their major commercial part¬ 
ners, the Germans, arc, on the other hand, 
lively and enthusiastic at the renewed pros¬ 
pect of a wider Market. Pressure within 
EFTA on Britain by the Austrians and sonic 
of the Scandinavians to go ahead and to be 
as reasonable as possible with the French 
in negotiations is likely to be considerable. 

The French unquestionably remain 
chary of having Britain in the Market. 
President Pompidou warned his colleagues 
that the cost of British entry might be the 
“Community's weakness and fragmenta¬ 
tion." The French are anxious, particu¬ 
larly, to be fice of the influence not only 
of Britain but of the United States and 
the Soviet Union also. The French believe 
that Britain's admission would increase 
American influence in European affairs and 
they would be prepared to slow down and 
restrict the European Community rather 
than have that happen. 

For once, at The Hague it was West 
Germans and not the French who appeared 
most eager to bring EurojK, east and west, 
together and, at the same time, to help 
the Market to hold its own in face of the 
USA and the USSR by improving and 
developing economically and technically. 
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It is the French and not the Germans now 
who are the “little Europeans", gaining as 
much as they can from the Market and seek¬ 
ing cunency security partly from Ihc pros¬ 
perity of their partners. Herr Brandt 
almo-st openly showed his disillusion when 
he remarked afier the conference could 
have thought of a more courageous step 
forward.’ ’ 

Within the Market, following The Hague 
session there is little optimism over the 
British prosiiocts, even if the UK presses 
as strongly for membership as st>nie hope 
it will. The discussions, in officials' views 
in Brussels, will probably take two years 
and are likely to end in failuic because 
Britain will not be able to accept the condi¬ 
tions set by the Common Miirkct countries. 

Wliat is considered in Brussels as more 
likely to liapiKn is that Britain. Denmark, 
Norway and Ireland w'ill be able to achieve 
closer ccvinoinic tics with the Common 
Market without actully joining it. With¬ 
in the Market, despite The Hague's succcs.s, 
French demands for the security of their 
agriculture arc thought likely to lead to 
more sharp difficulties. Social unrest in 
Italy and farmers’ unrest in France form an 
unpromising background for more bolster-^ 
ing of the French economy and unlimited 
farm surpluses threaten to make agricul¬ 
tural support steadily more costly. Those 
who have to foot the bill are unlikely to 
like doing so when the footing becomes 
ever more expensive. 
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Lights Brighter « Lights Longer , 





22 


eastern economist 


iMiiafy 2 ,1970 


IBE GWAUOS BATOR Sm MFC. (WTG.) CO, LTR 

(Pulp Division) 

Birlakootam—Mavoor— Kozhikode 

saves 

enormous foreign exchange for National Development 

by 

manufacturing Rayon.grade Dissolving Pulp out of 
bamboo eucalyptus and wood 


Gram ; 'WOODPULP', Calicut. 


Phone : 3071-74 


Mg. Agents : Biria (Gwalior) Pte. Ltd. Calcutta 



X 1^70 


EASTERN ECONOMIST 


23 



THE turn of the year this time is much more 
than the turn of the calendar. Whether we do 
really ring out the old and ring in the new or 
not, 1970 cannot be what 1969 was. Far too 
much has changed in the contours and contents 
of our public affairs for government or politics 
to continue to be conducted as business as 
usual. Political differences during the latter 
part of the year that has gone have brought 
the Indian people face to face with the realities 
and raw nature of leadership in the country in 
a manner which was never the case in any year 
since Independence. 

It is true that the nation had been confronted 
with many grave crises, such as the Chinese 
aggression or the war with Pakistan in the period 
before 1969. But those shocks, because they 
were partly external in origin and character, 
were not as shattering of our inner being as the 
upheaval in the domain of our domestic poli¬ 
tics to which wc had been witness in the clos¬ 
ing months of the departed year. The con¬ 
fiding faith of simple folk in the idealism of 
the nation's leaders has been lost beyond re¬ 
call. Their idols have been shown to be not 
merely images with feet of ^clay, but mon¬ 
sters of sculptured deceit. The sad 
fact has been splashed on the wall for all to 
see that, if there is at all any] public spirit or 
personal integrity to be found among the 
people, it cannot be in the high places from 
where the country is souglit to be governed. 
The old year saw reputations in public life 
crumbling to the dust, leaving it to the new 
year to clear the debris if it could. 

Among tiic fallen idols and the broken 
images none is in a sadder state of disarray 
than the ruins of the Prime Minister’s per¬ 
sonal reputation or public character. When 
Mr Nijalingappa declared in Alunedabad that 
Mrs Indira Gandlii had become unfit to func¬ 
tion as Prime Minister, he was making more 
than a political debating point. Her con¬ 
duct at and since the Bangalore session of the 
All-India Congress Committee has been a 
sequence of unprincipled intrigues and un¬ 
scrupulous manoeuvres. In the event, she 
has not even been able to achieve justification 
in terms of the Machiavellian dictum tltat 
the end justifies tlie means. Had Mrs Gandhi 
been able to carry the bulk of the Congress 
organisation with her and thus preserve the 
operational unity and effectiveness of a politi¬ 
ck institution or force of immense relevance 
to the stability of government, much might 
have been forgiven her. She, however, has 
failed here and not all the lavish circuses of 
the Bombay convention of her party can cont¬ 
radict or confuse this clear denouement. 

Mrs Gandhi, no doubt, was well within her 
rights to gamble on her stars and risk her polite 
cal position in a bid for total power within 


government or pariy, but she betrayed the trust 
which untutored people in their millions bad 
placed in the Nehru name when she chose to 
make the right of the country to orderly pro¬ 
gress pan of the stakes of the game of chance 
she was playing. India has not been fortu¬ 
nate in its history and through the chronicles 
of the e'en!dries the genius of its people had to 
struggle hard against the malice or meanness 
of little men and women who chanced to strut 
on its noltiical stage. This tradition, pre¬ 
sumably, continues und the only thought of 
good cheer that we may have for the new year 
is that, even as India and its people have sur¬ 
vived from the pasl, thev’ will succeed in sur¬ 
viving into the future. 

* • 

The wiiner session of Parliament ended as it 
began - - on a note of sound and fury. For 
all their ersatx excitement, 'the debate on live 
Rabat fiasco and the discussion on Mr Jngjivan 
Ram's tax situation were essentially exercises 
in shadow-boxing. Neither llte govern»-ncnt 
and the groups in Parliament which supported 
it, nor those groups on the opposition benches 
which were joining issue with them, were 
interested in discussing the matter on merits 
on either occasion. As I watched the pro¬ 
ceedings in tile Lok Sabha during the evening 
hours of December 24, when the attempt was 
made to arraign Mr Jagjivan Ram for his 
fiscal failures, I found the sound from the 
grinding of political axes even more deafening 
than the noisy exchanges across the floor of the 
House. The Prime Minister, therefore, had 
a point when she complained that the debate 
was politically motivated. This it undoubtedly 
was — only the Prime Minister should be the 
last person to complain ot politically-motivated 
actions or reactions of politicians. 

In my view, the man who came out least 
damaged from an episode which did so much 
discredit to so many was, surprisingb enough, 
Mr Jagjivan Ram. Once again, he gave an 
impressive display of his shrewdness and 
flexibility as a parliamentarian by his dis¬ 
arming admission that he had certainly been 
in the wrong in tlie matter of his tax returns. 
After this confession it became perhaps a little 
less difficult for friendly or kindly folk to ac¬ 
cept, more or less at its face value, his plea 
that there had been no wilful attempt or delibe¬ 
rate intention on his part to evade i>ayment 
of taxes. A certain amount of sympathy for 
Mr Jagjivan Ram would seem to be in order 
all the more because of the maladroit attempt 
the Prime Minister made some time ago to ex¬ 
plain away his default by attributing it to for¬ 
getfulness on his part. 

Mr Jagjivan Ram was not well-served either 
even during the debate since Mr P. C. Sethi, 
the Minister of Stele in the Ministry of Fi¬ 


nance, who presented the government's brief, 
adopted a strategy which could only arouse 
contempt for the rixasury Benches. He not 
only indulged in sickening insinuations all 
round, but also attempted cluiasily to bury the 
nigger in the woodpile by dialing casually that 
as many as -150 members of Parliament had 
erred in one way or tlie other in the matter of 
the tiling of lax returns. Mr Sethi was liying 
to imply that where so many were guilty of 
lapses, it would be tmchantublc to seek to 
single out individuals for condemnation in res¬ 
pect of so widely shared a sin. The logic or 
ethics of Mr Sethi's aigumem apart, it should 
have been obvious to him that it was not a wise 
thing to hold a mirror to Caliban. Mr Sethi's 
remark set loose such a storm of protest and 
rage in the House that, luid a vote been taken 
at the moment, the MPs miglu have voted to 
send the whole pack of ministers out and 
baggage. Mr 2Sethi‘s indiscretion, ho>v'cvcr, 
was not witJiout its virtue. It brought out 
forcefully the point that so mucJi of our tax 
law' Jiad become, like prohibition, a law whicli 
was honoured more in the breach than in the 
observance for the simple reason that its 
demands and rigours were placing an intoler¬ 
able strain on the conscience, character or 
even convictions of ordinary nten and women, 

* * 

Mrs larkeshwari Sinha, orating at Ahmeda- 
bad, was, it seems, the biggest thing to hit 
Gujarat since Mahmood of Gha/ni. 1 am no 
uncritical admirer of Mrs Sinha's intellcLtual 
accomplishments, but 1 would readily gram iicr 
effectiveness on the contemporary political 
platform. For close reasoning or consistent 
argument, she neither has the mind nor the 
lempcrameni, while the wilder excesses of her 
undisciplined use of the English language is 
apt to give one a pain in tlie neck whenever 
there is serious discussion of public issues. 
There is no denying, however, her great value 
as a pictuFcsque propagandist or a passionate 
controversialist. She uses the verbal coins 
of demagogy with a lavish abandon which 
succeeds in suggesting that her resources in this 
area are virtually inexhaustible. At her best, 
Mrs Sinha is in (lie authentic tradition of ora¬ 
tors such as Mr S. .Satyamurthy or Vir Narri- 
man of pre-Tndepcndencc memory. It must 
be added, however, that she is often not at her 
best. Her day in Ahmedabad, however, was 
apparently one of her lucky days and everything 
she said then and even more the w'ay she said 
it seemed just what her audience had come there 
for. Mrs Sinha, like other members of Parlia¬ 
ment, may have only one vote in the Lok 
Sabha, but she must be worth a^whole batta¬ 
lion for the Organisation Congress as it stands 
up to give battle to the other Congress, whetlicr 
within Parliament or on the public platform. 

V. B 



24 


aMENT EXPANSION PLAN 

Mr G. D- Birla, Chairman, Mysore 
Cements Limited, stated recently that the 
comi>any's capacity has been planned to 
be expanded from its present 400,000 tons 
to 525,000 tons. He was addressing the 
annual general meeting. The company, 
he added, revealed a promise of improve¬ 
ment and in the course of time ii would bo 
possible to plough back funds for addi¬ 
tional pr(»duction. Mr Birla pointed out 
that the policy of the company has been to 
progressively increase the shareholders* 
dividends. He, therefore, assured the 
shareholders that the directors would work 
hard to protect their interests. He indicated 
that another plant of this company would 
be set up in the north where there was an 
acute scarcity of cement. He added that 
market for cement in the rural ureas has 
got to be explored and the flow of funds 
to farmers will initiate building activity 
in the villages. Mysore Cements had 
dra>\'n up a low cost housing schenre which 
had proved a great success. 

PILSNER BREWERIES 

The erection of the brewery plant of 
Pilsner Breweries India Ltd has been 
completed under the supervision of a 
team of six supervisors from Czechoslo¬ 
vakia. Test runs of individual equipment 
and synchronisation of different sections 
of the brewery carried out so far have been 
satisfactory. The plant is ready for starting 
priKluction, awaiting the issue of the 
Indian entry visa by the union govern¬ 
ment for the arrival of the Czechoslovak 
Master Brewer and the import licence 
for yeast culture and some browing chemi¬ 
cals. The other important brewing raw 
materials such as mult have already been 
received, 

NARANG BREWERIES 

The Marang Breweries went into pro¬ 
duction at Nawabganj, UP, on December 
22, 1969. The brewery and maltery was 
inaugurated by Dr Dev Raj Narang, 
Chairman of the Narang group of com- 
p;mie5. Recently a plant was added to the 
distillery of the company which raised 
the total daily capacitv to approximately 
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10,000 gallons. In 1967, a licence was 
granted to establish the Narang Breweries 
at Nawabganj. The brewery has an initial 
capacity to produce 30,000 bottles of beer 
per day. Within about two years the pro¬ 
duction capacity is likely to be increased to 
70.000 bottles per day. Mr John D. Cluett, 
Master Brewer of M/s. Alfred Jorgenson 
Laboratory for Fermentation, Copenhagen, 
Denmark, is in this country to supervise 
the production and standardise the proce¬ 
dures of the Narang Breweries. This will 
ensure that the product will be equal to 
international standards. 

COMPANY UW BOARD 

The union government has delegated 
its powers under Section 108(ID) of the 
Companies Act, 1956, which were exercis¬ 
ed by the Company Law Board, to the 
four regional directors of the Company 
Law Board stationed at Bombay, Calcutta, 
Kanpur and Madras, subject to the control 
of the Company Law Board. In respect of 
the matter relating to applications for ex¬ 
tension of time under section 108(ID) 
of the Act, companies and the public 
have to address the appropriate regional 
director instead of the Company Law 
Board. 

CEMENT CONTROL CONTINUES 

The union Minister for Industrial Deve¬ 
lopment, Mr Fakhruddin Ali Ahmed, stat¬ 
ed recently that the decision of the govern¬ 
ment to discontinue the existing arrange¬ 
ments and remove all controls over price 
and distribution of cement with effect 
from Janum^, 1970, is being reconsidered. 
Several representations were received by 
the government from a large number of 
producers, members of Parliament, state 
governments and chambers of com¬ 
merce urging the government to reconsider 
its decision and continue the existing ar¬ 
rangements for the sale of cement at a 
uniform Lo.r. destination price and height 
equalisation arrangem^ts. The various 
grounds urged in these representations, in 
particular that there may be price rises 
after decontrol, sp&ially in the deficit 
areas, warranted re-examination of the 
govemincnt*s decision. Under the circums- 


fences, till the government has cofn|ij|ed 
its examimition of the points urged ii| the 
lepresenMtons, the catisting arraiigen^ts 
for the sale of cement on f,o.r. desttnfllion 
price and freight pooling arrangements 
etc will for the present be conthmed 
beyond December 31, 1969. 

VEGETABLE OIL PRICES 

Due to an increase in groundnut oil 
prices during the past few weeks, particu¬ 
larly in the western zone, it has become 
necessary to allow an increase in vanas- 
pati prices in that zone to the extent of 
25 paise per kg. Prices in the north, south 
and east zones will continue unchanged. 
The revised prices, which take effect from 
December 25, 1969, have been notified 
by government under the Vegetable Oil 
Products Control Order 1947, separate 
prices being fixed for sale by producers, 
wholesalers and retailers. The revised 
maximum retail prices of vanaspati in the 
different pack-sizes, and when sold loose, 
exekisive of sales tax and other local taxes, 
in the west zone will be as under 



Rs. 

16.5 kg tin 

76.48 

4.0 kg tin 

20.25 

2.0 kg tin 

10.58 

Loose per kg 

4.64 


INDUSTRY IN UTTAR PRADESH 

Mr B. R. Bhagat, imion Minister for 
Foreign Trade, who inaugurated the an¬ 
nual session of Western UP Chamber of 
Commerce held at Meerut recently appre¬ 
ciated the progress made in west UP 
and improvement recorded in the stan¬ 
dard of living of people in this area due to 
industrialisation. He hoped that further 
efforts would be made to increase exports 
of light engineering, light chemicals and 
minerals. 

Mr K. N. Modi in his presidential 
address stated that many textile mills in the 
area suffered losses and some of them were 
forced to close down. In the state of UP, 
therefore, this industry is dying 6ut. The 
prices of coarse and medium cloth fixed in 
1965 wore not relevant today, be added. 
He therefore, exhorted that the price con- 
ttol Oh textiles be removed if the govern¬ 
ment wants to save this industry. The price 
control, he added, is not justified because 
the supidy of cloth b fitdimess of itemand. 
Mr Modi said that the State of Uttar 
Pradesh is lacking in respect of power* 
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looms which art just 400 in number ontaiod 
in man^roadt fibres and an silk. He aim* 
gested that the goiVaniment should^smiction 
at least 5,000 powwrlooms for mah*inade 
fibre and an silk industry in this slate. Mr 
Modi also indicated that iron could be 
exponed instead of iron scrap if the govern* 
ment could remove restrictions on re* 
rolling of scrap into iron. He ftirther 
added that the National Instruments Fac¬ 
tory should manufacture only those instru¬ 
ments which are not being produced by 
cottage and small-scale industry in 
Roorkee. 

FOREIGN TRADE IN OCTOBER 

The value of foreign trade of this coun¬ 
try, by sea, air and land on private and 
government account during October, 1969, 
was as follows: 

(Rs crores) 

Exports (including re-exports) 118.13 

Imports 129.01 

The figure for imports is, however, in¬ 
complete due to partial coverage of im¬ 
ports on the government account, parti¬ 
cularly of foodgrains. 

INDO-aNADIAN BUSINESS GROUP 

Under the auspices of the Indian Inter¬ 
national Trade Centre, an Indo-Canadian 
Business Group is being set up in Bombay. 
The basic objective of the group is to 
promote Indo-Canadtan trade and joint 
ventures. The proposed display of the 
Indian products at Ottawa in May 1970 
will be a contributory factor to this end. 
Among the activities of the group, it will 
try to locate the areas of development for 
the purpose of exports and joint ventures. 
The group will hold discussions with the 
Canadian authorities with a view to seek¬ 
ing their active co-operation to fulfil its 
objectives. The group will channel enqui¬ 
ries from Canada to the reputed Indian 
concerns. The group will also hold regu¬ 
lar meetings and will bring out a monthly 
newsletter for disseminating useful econo¬ 
mic information. 

INDO-SOVIET TRADE 

A 20 per cent increase in India*s exports 
to the Soviet Union is expected under the 
trade protocol for next year which envi¬ 
sages a total trade of Rs 300 crores, both 
ways. Indian experts will total Rs 200 
crores or more qoamamd witb actual ex¬ 
ports totalling Rs. 1IM) crores and the provi¬ 
sion ol^ Rs 169 crores in the current year’s 
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unde protocol. In the cuemm year* the 
USSR did not supply any non-fonous 
motels, but at a press conference after the 
signing of the protocol, the leader of the 
Soviet teem, Mr N. P. Shirayaev, indicat¬ 
ed that the USSR might be able to supply 
zinc from 1971. In the first round of nego¬ 
tiations held in Moscow, the USSR had 
agreed to supply non-ferrous metals during 
the long-term trade plan. 

IMPORT THROUGH S.T.C 

The union government has decided to 
canalise the import of the following addi¬ 
tional items throu^ the State Trading Cor¬ 
poration: (/) sulphur (fi) titanium dioxide 
(ill) ammonium nitrate—technical grade 
(iV) cresylic acid and (v) hops. An Import 
Trade Control public notice in this regard 
has been issued on December 24, 1969. 

INDO.CZECH TRADE 

Czechoslovakia foresees substantial ex¬ 
pansion in Indo-Czech trade in the coming 
years. It expects that the yearly turnover 
will reach about Rs 100 crores by the end 
of 1974 from last year’s level of Rs 65 
crores. Currently, a number of specialist 
teams comprising representatives of Czech 
business enterprises are already in this 
country discussing details with Indian 
parties about various articles of import 
and export. The total turnover has increas¬ 
ed from Rs 24 crores in J960 to Rs 65 
crores last year. Exports from this country 
were valued at R$ 8.7 crores in I960. 
Last year they totalled Rs 31 crores. An 
increase of 10 per cent is expected this 
year. The Czechoslovak Economic and 
Commercial Counsellor in India, Mr V. 
Kirsbaum, stated recently that his country 
was in a position to meet to a greater 
extent demand for sophisticated machine 
tools, extent tractors, textile machinery and 
printing machinery required by the country. 

INDO-JAPAN TRADE 

The joint meeiing of the business co¬ 
operation committees of India and Japan 
was concluded recently on a note of opti¬ 
mism as the throe-day deliberaticns brought 
a better understanding of the problems of 
both sides and gave promise of better 
pron)^ of trade between the two. The 
main emphasis had been on mutual co¬ 
operation In a number of fields, as it was 
amply borne out that there were vast op- 
portimilies far the two cofeMriea to work 
together hs jpkrtneb aiid iidt as edinpeti- 
tors in trade. The Japanese delegation was 
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given the assuranoe by the union govorn- 
ment that bank take-over was by no means 
the begiiming of an era of nationalisation 
in the country. The legitimate needs of 
private induslo’ would be fully met. 

TRADE WITH HUNGARY 

Talks were held in New Delhi recently 
between official delegations of this country 
and Hungary for the finalisation of the 
trade protocol for 1970 The two delega¬ 
tions were led by Mr N. P. Jain. Director, 
Ministry of Foreign Trade, and Mr Panuner, 
Trade Representative of Hungary in this 
country. 

TRADE WITH POUND 

Poland and this country recently signed 
u trade protocol for 1970 which envisages a 
trade turnover of Rs 80 crores. The major 
item'> of exports from this country will 
include railway wagons, cotton textiles, 
cotton yarn, textile machinery, wire ropes, 
castings and forgings, automobile ancit- 
laries, railway maintenance equipment and 
hand and small tools. Poland has offered 
to increase her purchase of Indian iron 
ore and has expressed interest in entering 
into a long-tenn arrangement. Among other 
items, Poland will supply to this country 
sulphur, urea, tractors, shipping equipment, 
zinc and newsprint. It has been agreed that 
expert studies should be made by both 
sides to identity possibilities of industrial 
co-operation between the two countries, 
particularly in such fields as mining, ships, 
shipping equipment, textile michtnery and 
railway rolling stock. 

INVESTMENT IN MAURITIUS 

This country will set up factories for the 
manufacture of cement and hard board and 
flour mills in Mauritius. It has already 
agreed, in principle, to help the island 
government in the construction of a ferti¬ 
liser factory. The visiting Mauritian Prime 
Minister, Mr Ramgodlam, is also under¬ 
stood to have indicated to the union gov¬ 
ernment that his country would welcome 
the initiative of Indian industrialists and 
entrepreneurs in coUaborating with Mauri¬ 
tians in the development of the small-scale 
sector and in setting up industrial estates. 

ENGINEERING EXPORTS 

The engineering industry is making a 
significant, contribution to the country’s 
exports by opening up completely new 
export lines and, also, by providing other 
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€%pon indufttrics with their rcquifcnmts 
of fdJint, machinery, ectuipiihmt aad mate- 
riah. A% against a ccmtiibution of R« 3.4 
crom in 1956-37. ttic industry's export 
performance improved in 1968*69 to the 
level of Rh 84,97 crorcs and the target for 
1969-70 has been set ut Rs 110 cro» :s. Tn 
exporting tlie engineering industry has been 
experiencing u variety of difficulties and 
problems such as the non-availability of 


raw materials, iaek of ade nt ta t e market 
inleilifBfioe, unsatisfactory industrial imafe, 
inadequate domestic market to sustain the 
export effort, disertminateiy high shipping 
freight and inadequate sailing from 
ports. The most pressing current problem 
facing the industry is the shortage of steel. 
The Indian Engineering Association had 
a series of discussions with the government 
on this problem and urgent efforts were 
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being made to import steel for the 
indu$ti>*s requirements. 

lUORD TAKE4IVEI SY OIS 

CIBA United Kingdom Ltd and Imperial 
Oiemical Industries Limited have an¬ 
nounced that CIBA is to acquire complete 
control of Ilford Limited, the British 
photographies company. The ICl is selling 
its shares to CIBA at 7sh. 


JL JL 

aym'-kngseam cf 



Translated into concrete benefits, the Unit Trust's good* 
will meam dividends for you eve^ year-~wichMl fldll 
The certainly of getting these dividends means peace of 
mind Ibr you—throughout the year! What*s more, them 
ituinis up Id Rs. 1,000 are tax-free t 
So buy Units. They are easily available. And just as easy 
to encash, in times of need. 

UNITS—tht invoatmgnt you can always trust 


UNIT TRUST OF INDIA 

Bombay ■ Calcutta ■ Delhi ■ Madras 


JiawvyS, 1970 


EASTERN ECONOMIST 


Company Affairs 


SCINDIA STEAH 

MR Krishnaraj MJ>. TKackersey, Chair¬ 
man, the Scindia Steam Navigation Com¬ 
pany Ltd, in a siatement issued on the 
occasion of the annual general meeting 
made a reference to the Industrial Licensing 
Policy Enquiry Committee, which has 
considered the company to be a large in¬ 
dustrial house on the ground of its paid-up 
capital and assets exceeding Rs 35 
crores. He indicated that the company 
is not a pari of any industrial or business 
group nor is it a group of industries by it¬ 
self. He, therefore, pointed out that it 
would have been appropriate and logical 
from the point of view of the assignment 
given to the committee to exclude it from 
any reference. 

Mr Thackcrscy pointed out that the earn¬ 
ings of the company which has increased by 
-.j more than Rs 3.32 crores had not improved 
its financial position because there had been 
an increase in operating costs. In ordej 
to improve the financial performance 
of the company in the face of increasing 
costs, the board of directors had decided 
to limit the liner activities to its present 
tonnage and concentrate largely on the 
development of bulk carrier fleet. With 
this end in view, the company has pur¬ 
chased and commissioned a bulk carrier 
‘Naroliam Morarjec’ of 53.340 DWT and 
the company hopes to purchase another 
bulk carrier soon. It had also ordered two 
vessels from Rheinstahl yard, the price of 
which is likely to go up by 8.5 per cent in 
rupees because of a recent revaluation of 
West German currency. Mr Thackersey 
added out that the government should re¬ 
lease at least 20 per cent of the cost of the 
ships in foreign exchange which is to be 
paid to the shipowners. This, he added, is 
necessary because increased shipping capa¬ 
city is going to save considerable foreign 
exchange for the ccumtry. About the sub¬ 
sidiary companies, the chairman indicated 
that out of the eight subsidiaries only six 
are working, while Jalnath Steamships and 
BSN company arc not operating. 

CONSOLIDATED COFFEE 

Mr M. A. Sreenivasan, Chairman, Con¬ 
solidated Coffee Ltd, stated at the rectmt 
annual general meeting that during the 


previous decade the company had more 
than doubled its production of coffee be¬ 
sides producing other exportable commo- 
dites, such as pepper and cardamom. 
During this period, he stated, taxation had 
increased nearly eight times because the 
company did not hive the benefit of de¬ 
preciation and development rebate. The 
company has made representations along 
with Planters’ associations and received 
assurances that the taxes would be rationa¬ 
lised. He hoped that the committee 
api>ointed by the government to re-examine 
and recommend rationalisation of the 
existing tax structure, under the chair¬ 
manship of Mr S. Bhoothalingam. would 
remedy the ills and provide some relief to 
the industry. 

RALLIS INDIA 

Rallis India Ltd proposes to issue 7.75 
per cent 1982-85 debentures foronecrore 
rupees. The proceeds of the proposed issue 
will be utilised for financing the company's 
expansion plan and for repaying a medium- 
term loan of Rs 20 lakhs taken from the 
State Bank of Bikaner and Jaipur. The 
company has plans to increase its pharma¬ 
ceutical manufacturing activities and set up 
a plant in Madras at an estimated cost of 
Rs 25 lakhs of which a sum of Rs 5 lakhs 
has already been spent. It is also proposed 
to install additional plant and equipment 
at the Bombay unit for raising the manu¬ 
facturing capacity of table and pedestal 
fans. The present capacity of the Bombay 
unit is about 100,000 fans and when the 
new unit is commis.«ioned, the turnover is 
expected to be doubled by 1972-73. The 
total capital cost on this unit is estimated 
at Rs 25 lakhs of which a sum of Rs 9 
lakhs has already been S|>cnt. 

PEIRCE LESLIE 

Peirce Leslie India Ltd proposes to issue 
fresh capital of 196,000 equity shares of 
Rs 10 each at par and 15,000 (9.3 per cent) 
cumulative redeemable preference shares 
of Rs 100 each at par (R? 15 lakhs). Of 
the equity issue, 19.600 shares have been 
reserved for subscription by the directors 
and employees, who are Indian nationals. 
Shares not taken up by the directors and 
and employees from the reserved quota 


29 

will be available for allotment on applica¬ 
tions from the public. The company has 
an authorised capital of one crores rupees 
(Rs 40 lakhs in equity shires of Rs 10 each. 
Rs 15 lakhs in pi-efercncc shares of Rs 
100 each and Rs 45 lakhs in unclassified 
rhares of Rs 10 lakhs). The issued, subs¬ 
cribed and paid-up capital is Rs 20,40 lakhs 
in equity shares, of which shares worth 
Rs 10.20 lakhs arc held by Poircc Leslie and 
Co. Ltd. LomUin. After the proposed 
public issue, the cannany's equity and 
preference shares will be listed on the 
Madras Stock Exchange. 

HINDUSTAN LEVER 

Mr R. W. Archer. Vice-chairimn of 
Hindustan Lever Ltd, indicated recently 
that the company’s sales turnover wilt go 
beyond the Rs lOOcrore-mark imho cur- 
rent year. During the first half of 1969 the 
company has achieved a higher turnover of 
Rs 54.07 crores compared to Rs 46.72 
crores in the simo period of 1968. Mr 
Archer said that it will be the board's 
wish to maintain the equity dividend on 
increased capital following the proposed 
bonus issue in the ratio one for four shares 
held, but he is not able to assure this at the 
present .stage. The bonus shares, for which 
sharchoiders accorded their sanction rc- 
ccntlly. are entitled to final dividend for 
the current year. 

PREMIER AUTO 

The Premier Automobiles Lid pi'oposcs 
to take suitable measures to increase its 
profitability. The chairman of the com¬ 
pany pointed out recently that steps 
arc being taken for the regular supply 
of diesel engines. Tlie company has also 
got a plan to take up the manufacture of 
such engines. Referring to diversification, 
the chairman indicated that the aircondi- 
tioning department has fared well. Further 
ciToris at improvement arc under the active 
consideration of the management. Mea¬ 
sures for sales promotion have already been 
taken with six regional offices in different 
centres. The sanctioned capacity for cars 
is 7,2(X) and for commercial vehicles 7.500 
per year. 

CA.FJ. 

Mr Alan William Hamer, Chairman, 
Chemicals and F*ibrc5 of India Limited, 
has told the shareholders at the annual 
general meeting in Bombay that the com¬ 
pany’s working during the first months of 
the current year is satisfactory, being more 
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or \ci% the ssum as in the corresponding 
period of last year. The company’s plant 
at Thana attained a ftroduction of 5,475 
tonnes during the year ended September, 
W9. which IS a crcditiible record 
constdenng the only addition of the 
baling nuchiiic fabricated completely in 
Imlm. 

In regard to the proposed expansion of 
production capacity to 6,100 tonnes per 
annum for which the company has been is¬ 
sued a leucr of intent, the company ex¬ 
pects t<» import only abuut 15 per cent by 
way of additional equipment against 40 
per cent for tlic present plant. As soon 
as the capital g(u)ds licence is receiv¬ 
ed the company will go ahead with the prr>- 
jcci and hopjs to commission the plant 
early in 1971. 

CAPITAL AND BONUS ISSUES 

C'on.scn( has been accorded to 18 com¬ 
panies to raise capital amounting to over 
Rs 14,28 crorcs. Twelve of them a»c to 
issue bonus shares totalling over Rs 6.62 
crores and the amount of bonus shares 
rangc.s t)ctvvccn Rs 2,00.001) and Ks 
2,88,90,780. The consents aic valid for 
12 iTiiMilhs, I’he followiPi.i are the de¬ 
tails : 

llindutcan Lever Ltd, Bombay, has been 
accorded consent locapitalise Rs 2,88,90,780 
i»iii of IIS general reserves and share 
premium and issue fully paid equity shares 
of Rs 10 each as bonus sIkuvn in the ratio 
of one bonus share for cvcmv four equity 
shares held. 

Kfiriunchwid Fremchand Private Ltd, 
Ahmedabad, has been accorded consent to 
capitalise Rs. 1.44.00,(KH> out of its general 
rcscivcs and issue fully paid equity shares 
of Rs lOtK) each as bonus shares in the 
ratio of one bonus share for every equity 
share held. 

Geoffrey Maimers & Company Ltd, 
Bombay, has been accorded consent to 
capitalise Rs 8,(X»,(KK) out of its general 
rcsci’V'Cs and issue fully paid equity shares 
of Rs 10 each as bonus shares in the ratio 
of one bonus share for every eleven equity 
shares held 

Tractors (India) I.td, Calcutta, has been 
accorded consent to cpitalisc Rs 23,33,510 
out of ns genera! reserves and issue fully 
paid equity shares of Rs 10 each as bonus 
shares in the ratio of two bonus shares for 
evciy five eqimv slurcs held. 

t.sha SaK>$ Private Ltd, New Delhi, has 
been accorded consent to capitalise Rs 


3,00,000 out of its general reserves and 
issue fully paid equity shares of Rs 10 each 
as bonus shares in the ratio of one bonus 
share for every five equity shares held. 

Madras State Indnatrial Development 
Corporatkm Ltd, Madras, having a paid-up 
capital of Rs 436.74 lakhs, has been accord¬ 
ed consent to issue Rs 250 lakhs divided 
into 25,000 debentures of Rs 1,000 each 
carrying interest at 6 per cent per annum to 
be issued to the public for cash at an issue 
price of 98 per cent. The period of deben¬ 
tures will be 12 years and will be issued to 
registered holders only. The proceeds will 
be utili/.cd for financing the capital expendi¬ 
ture needs of the existing projects of the 
corporation. 

Escorts Ltd, Delhi, has been accorded 
consent to capitalise Rs 58,06,080 out of 
its general reserves and issue fully paid 
equity shares of Rs 10 each as bonus shares 
in the ratio of one bonus share for every 
four equity shares held. 

Aryodaya Spinning & Weaving Com¬ 
pany Ltd, Abmedabad, has been accorded 
consent to capitalise Rs 3,60,000 out of 
its general reserves and issue fully paid 
equity shares of Rs 200 each as bonus 
shares in .he ratio of one bonus share for 
every eight equity shares held. 

Rainbow Ink & Varnish Manufacturing 
Company Private Ltd., Bombay, has been 
accorded consent to capitalise Rs 2,96,800 
out of its general reserves and issue fully 
paid equity shares of Rs 100 each as bonus 
shares in the ratio of two bonus shares for 
every five equity shares held. 

Rege Cinefllms Limited, Bombay, has been 
accorded consent to capitalise Rs 2,00,0(K) 
out of its general reserves and issue fully 
paid equity shares of Rs 100 each as bonus 
shares in the ratio of two bonus shares for 
every five equity shares held. 

The New India Assurance Company Ltd, 
Bombay, has been accorded consent to 
capitalise Rs 68,36,220 out of its general 
reserves and issue fully paid equity shares 
of Rs 15 each as bonus shares in the ratio 
of three bonus shares for every ten equity 
shares held. 

Hoechst Pharmaceuticals Ltd, Bombay, 

has been accorded consent to capitalise 
Rs 57,72.200 out of its general reserves 
and issue fully piiid equity shares of Rs 100 
each as bonus shares in the ratio of 49 
(fortyninc) bonus shares for every 100 
(hundred) equity shares held. 

Zandu Pharmaceutical Works Ltd, Bom¬ 


bay, has been acccMnded consent to capital¬ 
ise Rs 2,50,000 out of its ^hare premium 
account and issue fully paid equity 
sharesofRs 100 each as bonus shares in 
the ratio of one bonus share for every six 
equity shares held. 

Ratnakar Shipping Company Ltd, Calcutta, 
has been granted consent to issue further 
equity shares of Rs. 10 each of a value of 
Rs. 50.6 lakhs for cash at par. The pro¬ 
ceeds are to be utilized in connection with 
the finance arrangements for the purchase 
of a tanker 'Ratna Jayshree*. 

Sirpur Paper MUIe Ltd, Hyderabad, has 
communicated to government of its propo¬ 
sal to issue capital of Rs 350 lakhs under 
clause 5 of the Capital Issues (Exemption) 
Order, 1969 divided into debentures of the 
value of Rs 150 lakhs bearing interest at the 
rate of 7.75 percent per annum subject to 
deduction of taxes and interest-free deben¬ 
tures of the value of Rs 200 lakhs. The 
debentures would be redeemed after a 
period of 10 years from the date of issue. 
The proceeds of debentures of the value of 
Rs 150 lakhs are to be utilized partly 
for the repayment of loan and partly to 
meet requirement of working capital. The 
interest-free debentures of the value of Rs 
2(X) lakhs are to be pledged with the bank 
as security against cashcredq facilities. 

Alembic Chemical Works Company Ltd, 
Baroda, has communicated to government 
its proposal to issue capital of Rs 
57,48,700 under clause 5 of the Capital Is¬ 
sues (Exemption) Order, 1969 divided into 
57,487 equity shares of Rs 100 each to be 
issued at par to the existing equity share¬ 
holders on rights basis. The proceeds arc 
to be utilised to strengthen the financial 
position of the company. 

Rydak Tea Syndicate Ltd, Calcutta, has 
been granted consent to issue equity shares 
of Rs 10 each of a value of Rs 45 lakhs 
credited as fully paid to the shareholders 
of Messrs Baradighi Tea Company Ltd, 
Central Cachar Tea Company Ltd and 
Messrs Desai & Paributtia Tea Company 
Ltd in the manner approved by 
Calcutta High Court on the amalgama¬ 
tion of the latter three companies with 
Messrs Rydak Tea Syndicate Ltd, 
Calcutta. 

Premier Vegetable Pidoducts Ltd, Jaipur, 
has been accorcM consent to issue capital 
of Rs 13,52,100 in equity shares of Rs 100 
each for cash at par. 
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Fa produces "a/iTTa?" 

for fertilizer industry 



by hundreds. Over 300 of them will soon ^'^take off'* 
for various units after intensive training. They will 
man F CI establishments with speed and accuracy but 
without the usual sonic boom. 


Comprehensive Programme : Fertilizer Corporation of 
India Limited provides comprehensive training programme, 
it covers technical executive cadres, technicians, craftsmen, 
and even training in administration and management. 
Training centres are located at all FCI Units—Smdri. 
Nangal, Trombay, Namrup and Gorakhpur At new units lik./ 
Durgapur and Barauni, training centies are the first to hum 
with activity. 

Earn>while>you'learn : F C I trainees arc paid stipends that 
enable them to earn while they learn. There are some 1200 
youngmen under training in F C I. Jobs with prospects are 
guaranteed after successful completion of training. 




building brain power 
for the 

fertiliser industry 


FERTIUZER CORPOMTION OF IHDIA IIMTEO new oaHi 


naa/rei«No<i 
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Where in the world should you 
send your product ? 

Ask NATIONAL AND GRINDLAYS... 

Our world-wide connections will ffive you the riffht answer. 

W« can provide the latest information on export markota. We offer: Special attention to all matters concerning 
exports. Prompt and efficient handling of export documents. Expert information and advice on all export problems. 
Assessment of market growth. 

N/mONAL AND QRINDLAY8 BANK UMITED 

A (locorporsttd In iht United Klnodoia. ttability of Members it Limited) 

M THE INTERNATIONAL BANK AT THE NATION'S SERVICE 


IMIl iicii^l/tf « 
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THE SCINDIA STEAM NAVIGATION CO. LTD. 


Speech of the Chairman Shri Krishnaraj N.D. Thackersey 

Following is the summary of the Statement of Shri Krishnaraj M.D. Thackersey, Chairman, 
The Scindia Steam Navigation Company Limited, made at the 50th Annual General Meeting 
of the Shareholders on Wednesday, the 17th December 1969 at Patkar. Hall, Bombay*!. 


During the year the country lost a great 
patriot, humanist and scholar. Dr. Zakir 
Husain, our beloved President. He was 
a gentleman in the true sense of the word 
and we shall not forget his august presence 
for a long time to come. 

1 am sorry to say that Shri Dharamsey 
M. Khatau has resigned as Chairman of 
the Company. He has been the Chairman 
of your Company from January 1950 and 
under his leadership the Company has 
made considerable progress. T am, 
however, very glad that he still continues 
to be a Director making available to us his 
valuable advice and guidance. As Chair¬ 
man, Shri Khatau had keen interest of the 
Company at heart and he spared no pains 
to settle various problems amicably. On 
your behalf and my behalf I thank Shri 
Khatau for the devoted services he rendered 
to the Company. 

I must draw your attention to an 
indirect reference of your Company made 
in the report of the Industrial Licensing 
Policy Enquiry Committee popularly 
known as Dutt Committee, set up by the 
Government. It seems, only by virtue of 
its having been considered a large indus¬ 
trial house by some previous studies on 
the ground of its paid-up capital and 
assets exceeding Rs. 35 crores. It is not 
a part of any industrial or business group 
nor it has a group of industries of its own. 
It does not also come under the industrial 
licensing system. It would have been, there¬ 
fore, more appropriate and logical from 
the point of view of the assignment given 
to the Committee, if it bad excluded any 
reference, however nominal, of the Com¬ 
pany in its report. 

Having completed SO years in March 
lat(» yoiir Company is oetebrating the 


Golden Jubilee this year. Your Directors 
had thou|ht it fit to declare interim divi* 
dend to be paid along with final dividend 
which has benefited the ^shareholders by 
way of exemption from tax upto 71.5% of 
the entire dividend. 

Although the earnings of our Company 
have increased by more than Rs 5 32 
crorcs, the net result is not commensurate 
with the earnings because of the increase in 
the operating costs of the steamers spe¬ 
cially stevedoring and wages of ships* 
officers and crew. During the year the 
shipping industry concluded an agreement 
with the National Union of Seafarers of 
India whereby the Industry had to increase 
the wages by about 15%. Similarly, the 
industry is presently negotiating with the 
Maritime Union of India represenfing ships* 
officers and although no final agreement 
is reached, 't will result in increased cost. 

There has been a steady increase in the 
stevedoring costs in foreign and Indian 
ports and also the Dock Labour Board 
levies at various ports in India. The 
increase in stevedoring costs in U.S.A. 
after the settlement of the strike has been 
steep. 

As apprehended, the U.S.A. strike 
from December 1968 to March this year, 
has resulted in delays to our ships and 
disrupted the traffic movement from and 
to U.S.A. In drder to avoid ships being 
held up for a longer time, we took action 
in transhipping cargoes from SL>ine of the 
ships for the smaller ports at major ports 
in U.S.A. This has increased our expenses 
to some extent. 

Ddring the year under review although 
delays at Indian ports were reduced, at 
someoftheforeiga ports the delays have 
increaied compared to last year* which 


affected our net earnings for the year. 

In order to increase their earnings to 
offset the increasing cost year after year, 
the Board has decided for the present to 
limit its liner activities to its present 
tonnage and concentrate the Company's 
activities in a large way to develop bulk 
carrier fleet of its own. With this end in 
view, we have purchased and commis¬ 
sioned one bulk carrier, m.v. “Narottam 
Morarjec" of 53,340 D.W.T. and we aie 
now trying to purchase another bulk 
carrier. 

We have ordered out two vessels from 
Rhcinstahl Yard, Lmdcn (W. Germany). 
Due to the recent revaluation of the West 
German currency, the price of these vessels 
will go up by about 8 i % in rujiecs. 

In view of the importance of shipping,, 
from the foreign exchange earnings angle 
and the contribution the shipping industry 
is making to the balance of payment posi¬ 
tion of the Company the Government 
should release at least 20% of the cost of 
the ship in foreign exchange as down pay¬ 
ment to the shipowners and should also 
take cognizance of the prevailing higher 
interest rates in foreign exchange market 
and should allow shippings companies to 
borrow at interest rates commensurate with 
the above trend. 

As you are aware, the Company has set 
up several subsidiary companies to achieve 
various ends. The Company is also wind¬ 
ing up those subsidiaries which have 
ceased to be useful to it. Thus out of 
eight subsidiaries only six are still active, 
Jalanath Steamships Ltd., has been taken 
into voluntary liquidation, while the B.S.N. 
Co.(1953)Ltd. is in a state of suspended, 
animation. 

Commitmems made by the Oovcmmeiit 
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IQ respect of peymeAt of iubsidy to B.S.N. 
Co. 0953) Ltd has not been fulfilled with 
the mult we had uuake recourse to legal 
action. Tlic case has not yet conic up for 
hearing. Subsequent to the closure of the 
service bv us the Govcrnnicnt has increased 
the passaigcr fares iv^icc. 

May I take this opportunity to thank 
Shn K. Raghuramaiah, Minister of Trans¬ 
port and Shipping, the Secretary and the 
Joint Secretary of the Ministry, and the 
Director General of Shipping for their 
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encouragement and sympathetic attitude 
towards Indian shipping. I also thank the 
Chief Controller of Chartering, other oflfi- 
ciats of the Transport and Finance Minis¬ 
tries, the Directorate General of Shipping, 
Shipping Co-ordination Committee and 
the Chartering Committee for their active 
support and assistance. 

To all our patrons, shippers and 
consignees both in India and abroad, I 
extend our sincere thanks for their valuable 
support. ! would also tike to pay a tribute 


Jtoiiaiiy 2» 1910 

on your behalf tnd ohmy the 

Management and to emj^oyees both ashore 
and afloat and to the Agents of the Com¬ 
pany at various ports for thirir devotion to 
duty. With the active support of the 
shippers and the staff, your Company has 
been able to complete fifty memorable 
years of service to the nation. 


Aro/e;Hiie does not purport to beareeord 
of the pmetdings of the Aunoal 
Geoml NMIng. 


COMPANY NOTICE 

THE GANESH FLOUR MILLS COMPANY LTD, DELHI 

REGISTERED OFFICE : SUBZI MANDL DELHI 


NOTICE 

Notice is hereby given that the 77th 
Annual General Meeting of the Share 
Holders of the Ganesh Flour Mills Com¬ 
pany Limited, Delhi will be held at Com¬ 
pany's premises No. M‘65, Najafgarh 
Road, (Industrial Area), New Delhi, on 
l*>th January, 1970 at 10 A.M., to transact 
the following business: 

1. To receive, consider and adopt the 
Directors' Report and (he Audited Balance 
Sheet and Profit & Loss Account of the 
< oiupany for the financial year ending 
3l>t Maich, I%9. 

2. (a) lo iippi>ini a Director in place of 
Shri Satyu Narain Ciiipta who retires by 
iiMation under the Articles of AssiKiation 
of the Company and being eligible for re¬ 
appointment, oIVcis himscli ior re-appoint* 
jiicnt as a Director ofthe C’ompany. 

(h) To appoint a Director in place of 
Shii Nuruddin Ahmad who retires by ro¬ 
tation under the Articles of Association of 
the Compiiny and being eligible for re¬ 
appointment, olfers himself for rc-appoint- 
ment as a Director of the Company. 

(c) To appi>int a Director in place of 
Shri S.K. Diwunji who was appointed a.s an 
additional Director by the Board of Direc¬ 
tors and who retires in this meeting. He 
being eligible for rc-appoinimcnt, oflers 
himself for rc-appointmcnt as a Director 
of the Company. 

3. To appoint Auditors for the Financial 
year 1969-70 and to fix their remuneration. 

SnCIAL BUStNCSS 

4. To consider and if thought fit to pass 
with or without modification the following 


resolution as an ordinary resolution : 

RESOLVED that all the existing mort¬ 
gages and charges of and over the immove¬ 
able and moveable properties and the 
undertaking of the Company amounting 
to Rs. 131 lues in the aggregate under the 
the several Indenture of mortgages execu¬ 
ted and to be executed by the Company 
be and the same are hereby ratified and con¬ 
firmed pursuant to section 293 (i) (a) of 
the Companies Act 1956. 

FURTHER RESOLVED that the con¬ 
sent of the Company be and the same is 
hereby accorded under section 293 (a) (a) 
of the Companies Act 1956 to the Board 
of Directors of the Company to mortgage 
and/or charge all the immoveable and 
moveable properties of the Company pre¬ 
sent and future and the w hole of the under¬ 
taking of the Company as may be consi¬ 
dered necessary or advisable from time 
to lime by tlie Board of Directors of the 
Company. 

5. To consider and if thought fit to pass 
the following Resolution with or without 
modification as an Ordinary Resolution : 

RESOLVED that the Directors of the 
Company be and they arc hereby authori¬ 
sed to raise the sum of Rs. 95 lacr 
(Rupees ninety-five Lacs) (subject to the 
consent of the Controller of Capital 
Issues being obtained and subject also to 
such conditions and stipulations as the 
Controller of Capital Issues may direct 
which the Board of Directors are hereby 
authorised to agree |o) and for the purpose 
of securing the same, to issue 9500 (nine 
thousand five hundred) efebentures of Rs. 
1,000 (Rupees one thousand) each bearing 


interest at 7f % subject to deduction of 
tax for the time being and from time to time 
in force and redeemable at par in 10-12 
years and charged upon such properties of 
the Company as the Directors may deem 
proper and for further securing the .<iame, 
the Directors be and they are hereby autho¬ 
rised to execute on behalf of the Company 
a Trust Deed, such Debentures and Trust 
Deed to be in such form and to contain such 
covenants and provisions [as the Direc¬ 
tors may deem expedient. 

6. To consider and if thought fit to pass 
the following resolution with or without 
any modifications as an ordinary resolu¬ 
tion :— 

RESOLVED that the commission paid 
or payable to M/s. W. H. Brady & Co. 
Ltd. for their assistance in procuring 
finance for the Company's Vegetable Ghee 
factory at Delhi and also in consideration 
of M/s. W. H. Brady & Co. Ltd. supervis¬ 
ing and assisting the Company in making 
purchases of Oils, Chemicals, Raw Materi¬ 
als, Packing Materials, etc. for the pur¬ 
pose of running the Vegetable Ghee Manu¬ 
facturing Plant of the Company at Delhi 
and for the sale of the products of the 
said plant, be and the same is hereby 
approved, ratified and confirmed; the 
aforesaid commission being calculated at 
the rate 3/4% on the total purchases of 
Oils, Chemicals, Raw Materials etc. and 
the total sales of the finished products 
of the Company's Vegetable Ghee Manu¬ 
facturing Plant at Delhi. 

7. To consider and if thou^ fit to pass 
the following Resolution with' or without 
modification as an Ordinary Resohition : 

RESOLVED that the ConuMny hereby 
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approves the payment made and to be 
made of commission 3/4% to M/s. Arm¬ 
strong Smitii Lid., on all sates effected b> 
the Company of products of the Vegetab¬ 
le Ghee Manufacturing Plant at Kanpur 
in consideration for their assistance in 
procuring finance for the Company and 
also supervising and assisting the Com¬ 
pany in making the Sales of the product 
of the said Plant at Kanpur effective from 
I si April. 1969. 

8. To ct^nsidcr and if thought fit ti> 
pass the following Resolution with or 
without modification as an Ordinary Reso¬ 
lution : 

RESOLVIiD that the C'ompanv hereb) 
approves the payment made and to be 
made of commission at 3/4?,; to Shakli 
Trading Co. Pvt. Ltd., on purchases of 
Oil, Chemicals, Raw Materials, Packing 
Material etc. for the pur|x>sc of running 
the Vegetable G\\(x Manufacturing Plant 
at Kanpur, in consideration of their assis¬ 
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tance in procuring finance fcK the C om 
puny and also supervising and assisting the 
Company in making the Vegetable Ghee 
Manufacturing Plant at Kanpur effective 
from Tst April, 1969. 

EXPLANATORY statement in regard 
to the Special Business us required under 
Section 173(2) of the Companies /Vi 
1956 will be included in the Notice of (he 
Annual General Meeting to he sent to the 
Shareholders alongwith the Balance Sheet 
By Older of the Bo;ird 
of Dircctois 
for THE GAN I SI I 
M.OIJR MILLS COM¬ 
PANY LTD . 
Sdl - Kiri»a N\r\i\. 
Secrelar\ & General Manager 

BOMBAY 

Dated 17th, Din mhvr, 1969 
S.B. (u) The Register of Mcmbeis <>1 
the Company will remain dosed 
from 6lh .fanuary, 1970 tt> 19th 
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.lunoury. 1970 {both da\s in- 
elusive). 

(6) Members unable to attend are 
requested to .sHjnd their Proxy 
fornt, sent alongwith the notice, 
duly stamped, signed and com¬ 
pleted in favour of a person 
attending the meeting. Form 
not proper!) signed and/or com¬ 
pleted or received less than fiuly 
eight hours iK'forc the meeting 
will be treated as invalid, 

A member entitled to vote is 
entitled to iip|>oiiu a Proxy Xo 
attend and vote instead of him¬ 
self and that a Proxy need luu 
be a mcmhci of the C'ompaiiy. 

ill) The Agiccmcnls referred to in 
explanatory siatcmcnis of item 
Nos. 6, 7 and 8 of the Agenda 
will be open for inspection of 
Members at the Registered Ollkc 
oi' (he CompaiiN from 6th Jun- 
uai\. 1971) to 19th .lanuary, 1970 



Leipzig 
Trade Fair 

German 

Democratic 

Republic 


Twice yearly centre of trade and technology. 
Leipzig Trade Fair, reflecting the dynamic 
development of the German Democratic Republic, 
offers the buyer and the technical specialist alike 
an unmatched opportunity to see the world's 
latest achievements in design and technology* 
Leipzig Trade Fair, now over 800 years oldi 
brings the goods of alt the world together 
for all the world to see. 

See yoy In Leipzig I ^ 

urptlff Sprlifo Pair fill 
March 1/Mcrch 18 

i8lP8l| Autumn Fair 1810 
August 30/8eptomber 6 


fair cards and further inlofmation 
from Laiozio Fair Agency, 

P. 0. B. No. ieS3, Bombay-1: 

0-7, Nfzamuddin East. New 0«lhr-13: 
S4-A, Brabournt Road, Calcuiia-ti 
No* 8i First Cross, Bosq Road. 
Madrat-17.or sttho 
GOR Stats froatlai. 
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RECORDS and STATISTICS 


I HI. groups into which ihc oUl 
('ongrcss party has been split up have 
presented in broad outline their think 
mg on issues of economic pi)licy The 
Congress (O). meeline at CiandhiiMgai 
m Ahmediibiul. allirmed its comniitmeiu 
to socialism spccilkally in terms tA the 
fen-poiiil Programme and declared that 
the urgent task today was to impart 
elfectivcncss and reality to that pro¬ 
gramme. While stating lhai it accepted 
public ownership and dircctioti of the 
commanding heights of the economy, 
this ptirty emphasized the importance 
o\ a dynamic private sector within the 
iramcwoik o( a mixed economy. 

Congress (R). holding its plenary 
scssiim in Bombay, pointed out that the 
Icn-poiiit Programme was already in 
the process of implementation and 
pledged Itself to the early enforcement of 
certain mcasuiCN. including a ceiling 
»m urban properly, which it regarded 
as the essential features to anidical 
approach to socialism. 

We reproduce Ixdovv the texts of the 
iclevani resolutions of the rival Cong- 
less groups : 

Congress (R) Resolutions 

I he follow ing is the text of the tx'onomic 
policy resolutions adopted by the Ruling 
( ongress Working C ommittee: 

The Indian Nationat (\»ngiv.s i>, v-lcdged 
to the csiiihh >hm:ni of a ca aolc .s and class¬ 
less soeioiy based on p. ineiplcs of social, 
economic and poliheal juaicc and equality 
of optx>Mnn»tv and frcedinu to work. This 
can onl> tx* realised when dcmocriic> 
extendi fioni the political u> die social 
and the economic sphcrci. 't his stand i>r 
the <.'ongrvN‘. Party has been m'dc clear 
at various i'tmgrcss Sessiinis. \i/., Kaiachi 
in 1931, Axadi in 1955, Nappiir in 1%3 
and Bhubaneshwar in 19(4. In pursuance 
of the objective, an mimediate programme 
for implcmenlatuni was given as Ten- 
Point Piogramm' in June 1967 and the 
note by Mri Indira Ciatidhi was appriwed 
which indicated an outline for National 
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t ct»fn>mit Policies at Bang;ilorc in Jul> 
1969. 

Alter long n>icign domination resulting 
in stagnation and deterioration in the slan- 
daid of the life of our people, free India 
entered the secemd half of the century with 
new hopes and aspiralicms. Independent 
India under dynamic leadership of Jawa- 
liarlal Nehru launched upon a programme 
t>f planned development to attain economic 
growth and stK'ial progress. 

Within a period of two decades, in spue 
i>rm.my Imrdlcs and diniculiies in the form 
of wars with our neighbours and drought 
and famine due to the uncertainty of nature 
we have scored significant successes in the 
licid of OLonomic development. 

RtgloiMil lfnlKilanc«t 

It cannot be denied, however, that des¬ 
pite visible changes in the pre-independence 
structure of the Indian economy, certain 
sections of the community have amassed 
enormous wealth, and ta!:en as a whole 
tens of millions still live in conditions of 
ixivcrty. The glaring inequalities arc 
reflected in flamboyant display of material 
possessions, and even more in the exercise 
of economic power to the detriment of 
social piogrcss. The process of develop¬ 
ment has also brought into sharper focus 
Txsgionul imbalances. Besides, rapid ex¬ 
pansion i>f education has outspaced 
oppi>rtunitics of employment. 

It is this twin problem of poserty and 
unemployment which requires our imme¬ 
diate attention. It is this imbalance w'hich 
IS the root cause of the deep crisis in the 
country. Significant changes in the social 
and economic structure alone will set right 
this imbalance. 

Ill this context the Indian Nulionu) 
Congress wishes to rcaflirm its socialist 
policy as follows: (/) to attain a rapid rate 
of economic growth in which prior consi¬ 
deration is given to the income groups 
farthest removed fh>m the national mini¬ 
mum relating to basic needs; (u) to bring 
about a basic change in the existing eco¬ 
nomic relationships in society with a view 
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to ^Wina^lc Abe exploitation of the weaker 
hy^thc dominlini; <///) to ieshape the eep- 
mnnic ^trudure.in a way which will yield 
mtwumuQi production' without «i]eiwing the 
emergence..V of private monopolies and 
growth of concentration of wealth and eco¬ 
nomy power; {1v) to establish and en¬ 
courage such cgceiomic and scnrial insti¬ 
tutions as strengthen and consolidate our 
demtKracy and socmlu^n iir the light of 
our experience of these inslriulions during 
the lust two decades; and (v) to inci*casc 
employment significantly and in such a 
manner as will result in fuller utilisation of 
manpower which is one of the most impor¬ 
tant productive resources of the society. 

The Ten-point Progrumm; wiis adopted 
lo put an end to the distortions existing in 
the economic life of the community. This 
programme is under impicmenuiiion. Nfa- 
tionalisution of 14 major b;ink.s. passage 
of lcgisl«ti(m against nu>noiH>lies constitute 
tin important landmark in the implcmenta- 
lion of the programme. The Congress 
while renewing its pledge to iniplcmcnl 
this programme in its Idler and spirit, 
emphasises early implementation of fol¬ 
lowing items: I. Nationalisation of Gene¬ 
ral Insurance, 2. Abolition of privy purses 
and privileges of the ex-rulers, 3. Ceiling on 
urban property, 4. PrcKurement of the 
surplus foodgruins specially of wheat and 
rice to become progressively the monopoly 
of the state, assuring to the producer an 
economic and remunerative price even in 
the context of greater production and to 
iivoid the exploitation of the producer and 
consuni'sr by middlemen, 5. To bring the 
import of raw materials into the state 
sector to play a predominant role in export 
trade. 

Farm Davalopmenc 

Major, m‘:dium and minor irrigation 
schemes should continue to receive priority 
in central and state plans. However, 
special attention needs to be given to the 
encouragement of research investigations 
to increase agricultural production on dry 
lands. A major forward thrust in the 
technological transformilion on unirri- 
gated farming is most necessary for the 
fuller exploitation of land resources and to 
enable the so far underdeveloped areas 
and helpless farmers to have better incomes 
and living conditions. We spend crores of 
rupees in an unplanned ad-hoc famine teller 
measures in the event of the failure of the 
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iMgie raiiiGilliii lumXKitsMt.tte food 
maosoofi bdtik Only ttie introduction of« 
new techiiolofy ffd hdp to iifprove yiftld 
and inconii by over 100 per cent, ip tcms- 
fcNming the butiook Knd ecohomioikpsltion 
of the farming oofnimmity to $nch aieas, 
be&idee providing opportiinUitt of 
employiiient to the unempioyed and under¬ 
employed engineering graduates, because 
their skill would bff greatly needed in help¬ 
ing the dry^ areas to march forward in 
production. A new deal for farmers in dry 
areas would not only help to erase a major 
source of poverty and economic instability 
but also will open the door to gainful and 
satisfying employment to our young and 
technically qualitkd persons. 

The basis for extension of credit has 
largely been ownership of property. The 
transformation from capitalist to socialist 
society can become a reality only if the 
basis for extension of credit is consciously 
changed from credit worthiness of persons 
to credit worthiness of activities. There 
is great need to give a new orientation to 
the various agricultural extension pro¬ 
grammes. The small and medium size culti¬ 
vators should receive priority in credit 
from the nationalised banks under a suit¬ 
able system of guarantee by the state 
governments. Co-operative credit societies 
should in addition meet financial require¬ 
ments of more and modem agricultural 
inputs. Rural co-operatives of the small 
and medium cultivators should be encourag¬ 
ed for mutual help and avoidance of 
middlemen in marketing of produce and 
agricultural inputs. 

Credit Facilities 

Credit facility should be made available 
from nationalised banks and the co-ope¬ 
rative financial institutions, also to landless 
labourers to enabe them to take up subsi¬ 
diary occupations such as farming, piggery, 
forests etc. Another important sector 
which has so far suffered neglect for want 
of adequate credit facility is fishery. Bank 
system should extend credit facilities for 
modernisation of their trade, which consti¬ 
tute the principal means of livelihood for 
some of the most backward section of our 
society. 

The Congress calls upon the central 
and state govemmenls to; (a) organize 
special programmes for dry farming; (b) 
demlop suitable crop varieties for dry 
lands; (e) ensure adequate allocation of 
credit and other inputs to small fanners 
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beoeheiaries of land reform, and (<d) 
straigthen all the supporting services, 
^^spectally co-operatives and agro-indus¬ 
tries. 

Land Beformt 

The Congress recognise the crucial im¬ 
portance of land reform, both as a mea¬ 
sure of social justice and as an important 
input of agricultural development. The 
Congress believes that such land reform 
should be implemented in stages and re¬ 
commends adoption of following steps as a 


matter of urgency the abolition of all 

remaining intermediaries by the end of 
1970, (b) review of existing provisions 
relating to resumption cf land with a view 
to make them more stringent, (c) confer¬ 
ment of security of tenure on actual tillers 
of the land, (d) settlement of landless 
agricultural labour on surplus land, (r) 
consolidation of holdings throughout the 
country, if) barring the jurisdiction of civil 
courts by setting up special tribunals for 
speedy disposal of land reform litigation, 
(g) provision of free legal aid to tenants 
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tmi sharecroppers, {h) rosociation of pros¬ 
pective beneficiary with the actual imple- 
mentaiion of land reform, (/) a vigcMrous 
prograirme for assignment of govern¬ 
ment waste land suitable for cultivation to 
landless with special preferenct to sche¬ 
duled castes and scheduled tribes within 
two years and provision of adequate finan¬ 
cial assistance for improvement of such 
land. 

Indnftrlal Pelky 

The Congress recognises that the major 
thrust of any indastnal policy must be 
towards stimulating the growth of produc¬ 
tive forces. With this object in view, licens¬ 
ing prtKcdurcs and other regulatory mecha¬ 
nisms should be designed on the one hand 
to stimulate production and on the other 
to prevent the evils of concentration of eco¬ 
nomic power and growth of monopolies. 

It is essential to clearly define the res¬ 
pective areas of the operation within which 
the public and private sectors are to operate 
in our country. Once such a definition is 
made with clarity and precision, the cons¬ 
tant controversies relating to the respective 
roles of the two sectors would be 
quietened. 

In order to promote proper growth and 
functioning of the public sector, it is essen¬ 
tial to urgently implement the following 
measures: (a) Public sector enterprises must 
be ensured greater autonomy and each 
must lie judged only in terms of its perfor- 
mutuc; (b) Sound personnel policies must 
be immediately evolved together with a 
comprehensive system of incentives and 
performance evaluation. Immediate. steps 
should ho taken designed to reduce the 
production ctwts through better inventory 
control, maximisation of production from 
the installed caiKicity etc: (r) The evolution 
of a sound pi icing policy; {(/) Workers of 
industrial plants should pitrticipate increas¬ 
ingly in the management so tfiat they can 
have a sense of belonging. 

These necessary reforms shall be taken up 
for implementation forthwith. 

As an essential corollary to a sound and 
cfTectivc industrial policy, certain reforms 
of public financial institutions is essential 
both in the realm of the policies pursued 
by these institutions and in respect of their 
mnnagem'^nt. The object of both these 
reform^: is to make the financia) institutions 
subserve priorhies of plan and social ob¬ 
jectives It should he an important objective 
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of the new industrial licensing pdicy now 
under fonniilation to protect adequately 
the interests of small-scale industry. The 
present area of reservation for small-scale 
industry should be enlarged and the reser¬ 
vations pioperly enforced. 

Organic links should be established bet¬ 
ween small-scale industry and large-scale 
industry. Special responsibility should be 
cast on large enterprises both in the public 
and private sectors to encourage the estab¬ 
lishment of ancillary units for production 
of parts and components. 

The credit policies of the nationalised 
banks should have an in-built bias for fav¬ 
our of the small entrepreneur. 

Licensing policies and procedures and 
the lending policies of linancmg institutions 
should alike be oriented towards provision 
of all facilities for new entrepreneurs so 
that there might be widest diffusion of op¬ 
portunities for the blossoming of entrepre¬ 
neurial talent latent among India’s edu¬ 
cated youth. Such a positive programme of 
identifying and nurturing new entrepreneurs 
could alone act as an effective check against 
the concentration of economic power in 
the hands of the big industrial groups and 
also facilitate industrial development on a 
widely dispersed basis. 

The Congress recognises tliat even the 
best policies designed to promote industrial 
growth and developm^t cannot succeed 
unless management as well as the labour 
develop new attitudes of social responsibili¬ 
ty and evolve relations of mutual respect, 
trust and confidence. 

Greater Equality 

Some measures designed to bring about 
greater equality, e.g., the abolition of 
privileges and privy purses of ex-rulers, 
ceiling on urban property, have already 
been set out in this resolution. However, 
continuous efforts along the following 
lines are necessary. 

(a) Steps to unearth black money and its 
proliferation should be taken continuoasly. 
Amendments to the law to increase penal¬ 
ties and to expedite judicial processes are 
also called for. 

(b) Continuing drive to reduce tax arrears 
should be mounted and kept in steam in 
ordcrtoeffcctively deal with the widespre¬ 
ad problem of tax evasion and avoidance. 
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The following medsmesamuigeQtbrioqwfr- 
cd to be taken: (1) aiMxpeit group to be 
set up by central govemment to wgantly 
examine the justification of variotts exempt¬ 
ions given in the matter of taxation and to 
set up an effective maohineiy for evaluation 
of property is called for; (2) appropriate 
legislation to deal with tax evasion and 
tax avoidance especially when such assis¬ 
tance is due to formation of private trusts 
etc. is also a matter immediate impor¬ 
tance. 

The Congress is of the opinion that it 
is necessaiy to take a fresh look at the pro¬ 
blems arising out of. the rapid growth of 
metropolitan cities and other urban areas. 
Urgent measures in relation to housing^ 
sanitation and effective measures to prevent 
air and water pollution besides providing 
cheap and inexpensive transport specially 
for students, working dass etc., are urgently 
needed. 

The p'ight of the scavengers with 
special reference to their inhuman equip¬ 
ments for carrying the night soil needs 
urgent solution. 

Slum Clearance 

Slum clearance should be undertaken in 
big cities by separate housing corporations 
to be set up for the purpose. The aim will 
be to provide basic amenities,^ rent control, 
replacement of slum dwellings by inexpen¬ 
sive but pucca structures. 

The Drug Control Act shouId.be strict¬ 
ly enforced. Basic drugs should be made 
available at reasonable prices. 

The nutritional requirements of three 
groups: pre-school children, pregnant 
mothers and nursing mothers wi]l have to 
be given high priority. The portein needs 
of children of 0-5 age group are particularly 
critical as unless these are satisfied physical 
and mental development and growth are 
impaired and irreparably damaged. There¬ 
fore first priority should be given to the 
provision of a balanced diet to every clMld 
in the age group of 0 to S to grow into a 
normal healthy human being. 

In view of the vastness of the problem 
and the m^gre resources of the state a 
begirniing may be made towards the hnple- 
m^tation of this programtne by initially 
covering under the scheme children belong¬ 
ing to Harijan basties, tribal pociceti and 
slum areas. Besides a .sdiemeof spedtd na- 
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tional cess to raise a children's fund should 
be worked out. 

Among the strains and deprivations to 
which landless labour and others who hold 
sraatl-holdings are exposed is the absence 
of even minimum shelter. As thf Congress 
Manifesto has emphasised it is essential 
that home sites of suitable size are provided 
to all such families as required by them 
free of cost in deserving cases and at 
concessional rates to others. The state 
governments should take immediate and 
effective steps to make available to land¬ 
less labour and others in similar circums¬ 
tances this basic amenity of life. 

There has been in recent years consider¬ 
able emphasis on the need to provide drink¬ 
ing water in all villages which are without 
a source of drinking water. A recent survey, 
which reveals that over a lakh of villages 
were without a source of drinking water 
and over a lakh and a half had inadequate 
sources, should infuse a sense of urgency 
in the implementation of drinking water 
programme so that by the end of the 
fourth Plan no village should remain with¬ 
out this basic requirement of human exis¬ 
tence, 

flural Works Programmo 

Increasing employment potential should 
be one of the main objectives of economic 
planning. In this connection the Congress 
wishes to reiterate the importance of rural 
works programme like agro-industries, 
reclamation of land, soil conservation, 
afforestation, minor irrigation, feeder roads, 
cattle development and other programmes 
of area development. 

The solution of the unemployment prob¬ 
lem is integrally related to economic growth 
and its equitable distribution. The creation 
of a higher level of employment requires 
high rate of capital formation. Neverthe¬ 
less, we must deal with the problem of 
wide spread unemployment in the rural and 
urban areas on the basis of the highest 
national priority. In order to achieve this 
the following measures have already been 
taken within the frame work of the fourth 
five-year Plan, namely— 

(1) Enlargement of the size of state 
plans involving larger outlays for pro¬ 
grammes such as m^or irrigation, minor 
irrigation and rural electrification which 
have been facilitated through the support 
provided nationalised banks to the 
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borrowing programmes of the state gov¬ 
ernments and the electricity boards; 

(2) Acceleration of a programme for u 
large network of rural workshop for 
hiring and servicing of tractors, electric 
motors and pumpsets and agricuhural 
impkmmts: 

Unemploy mant 

As an earnest of determination to make 
a significant dent on the problem of un¬ 
employment it Is resolved to take following 
additional measures: (I) large-scale recruit¬ 
ment of labour from the ranks of the un¬ 
skilled and skilled unemployed; (2) utili¬ 
sation of this labour for the creation of 
capital assets which lend themselves to 
labour-intensive construction and rural 
works programme; (3) establishment of 
appropriate organisational and other 
institutions for iraplcnimting the pro¬ 
gramme; (4) development of rural market¬ 
ing which has a large i>otential for employ¬ 
ment. Special stimulus to be given to under¬ 
takings in public and private sectors to 
promote ancillary industries, and (5) 
enlargement of alltKalion for housing, 
slum clearance and urban improvement 
programmes with support from financial 
institutions. 

All citizens of India and more especially 
those sections of our community w'ho arc 
fortunate to live in comfort when millions 
are denied the satisfaction of their most 
clcm'*-ntary needs should create and sustain 
throughout the period of economic devc- 
lopm'^nt an atmosphere of austerity and 
total abstinence from conspicuous consum¬ 
ption. 

The central and stale governments, 
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statutory corpora ions, municipal bodies 
and private individuals should meticu¬ 
lously avoid all wasteful expenditure; vul¬ 
gar display of wealth and ostentatious ex¬ 
penditure where possible be abolished or 
strictly controlled. Those who seek to 
serve the public including ministers, other 
elected representatives of the people and 
government servants, should voluntarily 
undertake to reduce wasteful expenditure 
connected wilh their ofiicial position, espe¬ 
cially in matters like travel, transport, 
consumption of electiicily, furnishing of 
houses, and entcrtainn*cni bolh on private 
and public account. 

Craztt f«r Affluence 

The C'ongress deplores the craze among 
the affluent for things foreign especially 
when goods of comparable quality and 
utility arc being increasingly manufactured 
in the country. 

In order to develop pride in India's 
industrial achievement, it is necessary 
once again to propagate the Swadeshi 
movement. 

The objectives and programmes outlined 
above are designed to create a strong, 
self-reliant and stxialist India in the near 
future. The imperatives of the social and 
political situation arc such that a dedicated 
effort by the governnienl and all sections 
of the people should be made, with a sense 
of urgency, to implement these program¬ 
mes. 

While pledging its whole-hearted com¬ 
mitment to the programme mentioned above 
the Indian National Congress fervently 
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appeal to the countrymen in general and 
Cotigre^^nitn in particular to strain every 
nerve and bear aH burdens in this battle 
againsi poverty, uocroptoyment and in* 
equality. 

Draft Nodifleations 

The cnmpreliemive economic policy 
resolution as adopted by the Subjects 
C'tvmmitU'e after amendments is not 
available as go to press. Sonic of the 
changes incorporated in the final drafts 
however, are given below': 

The final draft recommends “wholesale 
trade procurement of major agricultu¬ 
ral commtKlitics in the public sector.” 
Piior to the modifications the draft 
resolution talked of only a progressive 
monopoly for the stale in the procure¬ 
ment of surplus wheat, rice and other 
fnodgrains. 

The draft also asks for expeditious 
transfer of all import trade of raw mate¬ 
rials into the state sector, and for u pre¬ 
dominant role by the public sector in the 
export trade. The curlier draft had implied 
immediate take-over by the state of raw 
material import and domination of export 
trade whereas the final draft would give 
the government some time. 

ITic CWC' has stuck to the original 
brief for early implementation of the 
party programme for nationalisation of 
general insurance, abolition of princely 
purses and privileges and urban property 
ceiling. 

The final draft would have the pro¬ 
posed state-guaranteed credit facilities 
by nationalised banks to be confined 
to cultivators with “small holdings.” 

The curlier draft wanted the facility 
extended also to “mediiini-sizc’* culti¬ 
vators. 

The final draft would have the state- 
guaranteed credit facilities extended by 
nationalised bunks also to landless labour¬ 
ers to help them take up dairy farming, 
animal husbandry, poultr> and other sub- 
stdiarN occupationN. 

The draft has dropped the demand 
for extension of nationalised banks' credit 
facilities to fishcimen to modernise their 
trade. 

The draft inscribes a directive to state 
governments to fully implement by 


1970-71 alt land reform laws so far enacted. 

The pre-panel draft did not have any 
directive to the slates but merely expressed 
the party's desire for urgent implementa* 
tion of a nine-point land reforms program¬ 
me. 

The basket of land reforms now going 
to the state governments as a directive 
contains eleven item» in all. 

Besides full implementation of exis¬ 
ting land reform laws, it carries a directive 
for recovery of lands above statutory ceil¬ 
ings as well as lands under benami owner¬ 
ship, and their distribution among land¬ 
less labour. 

The final draft makes a clear declara¬ 
tion in favour of enlarging “the role and 
scope of the public sector.” The earlier 
draft would have confined the public and 
the private sectors to the present spheres 
of operation. 

An important proposal in the earlier 
draft that has now been dropped is one 
asking that the credit policies of the na¬ 
tionalised banks be given ar inbuilt bias 
in favour of the srrall entrepreneur. 

No other change has been made in 
the proposals for a new industrial policy, 
which calls, among other things, for 
immediate reform of the public sector to 
n ake it more efficient. 

The final draft drops the original plea 
for continuous efforts to unearth black 
money, to make the penalty laws more 
stringent, to reduce tax arrears and to 
fight tax evasion and avoidance. 

Instead, it asks the centre to appoint 
an expert group to investigate the mal¬ 
practices and suggest legal and administ¬ 
rative measures to tackle them. 

The draft also accepts in principle the 
ban on forward trading in agricultural 
produce and also proposes reservation 
of processing industries based on agricul¬ 
ture for industrial cooperatives of pro¬ 
ducers and new entrepreneurs. 

Congress (0) Resolutions 

The following is the text of the 
economic policy lesolutions adopted by 
the Organisation Congress. 

The profile of the economic and social 
policy advocated by the Congress has 
been firmly draj^vn. The ten-point pro¬ 
gramme is a part of this profile. To im¬ 
part it effecti\eness and reality is the ur¬ 
gent task today. The Congress commit¬ 


ment to socialism involves adherence 
to a socialist process of dian^e and emer¬ 
gence of a socialist society as the end pro¬ 
duct. Toefimmateembedded inequalities, 
to provide equal opportunities in education, 
employment and occupations, to rapidly 
expand and diversify production with ever- 
improving skills and techniques, to raise 
levels of living and of creative leisure, to 
provide social security against varied ha¬ 
zards to life, while strengthening and ex¬ 
tending democratic rights and participation 
of the people in the governance of the land, 
is what the Congress has always striven and 
will continue to strive for. 

The Congress has accepted public owner¬ 
ship and direction of the commanding 
heights of the economy. The expanding 
public sector has to be efficient, productive, 
and organised to strengthen the demo¬ 
cratic growth of the society. In our mixed 
economy, the private sector has also to 
function with a sense of social responsibility 
and justify itself by improved productivity, 
technological innovations and managerial 
competence and continuous research. Both 
sections should be fully enabled to discharge 
their respective roles which are comple¬ 
mentary. The sector of economy that needs 
devoted nurturing is that of myriad small 
and individual producers — agriculturists, 
artisans, small entrepreneurs, transport 
operators, petty traders, and which must 
form the backbone of national effort. All 
these producers, through their co-opera¬ 
tive efforts and through state aid, will re¬ 
ceive our special care. To raise their skills, 
productivity and income will be our cons¬ 
tant aini and preoccupation. 

Re-InvIgoraCed Agricultural Economy 

The heart of the country, the base of the 
economy, is agriculture. The well-being of 
the man behind the plough and growing 
production in the field will receive equal 
attention. The tillers of the soil have to be 
made owners by a targeted date. In this 
connection it is unfortunate that the pro¬ 
gress of implementation of land reforms 
has been halting and inadequate. It is, 
therefore, necessary to quicken the pace 
of progress. Urgent steps have to be taken 
to remove intermediaries and to assure 
security of tenure to all tenants. The tillers 
of the soil have to be made owners by a 
targeted date. Simultaneously measures 
have to be taken to improve and increase 
the per acre pnxluction and ac^ust ceiling 
on holdings to achieve equitable distri- 
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btttion of land, \%ith rising levels of Jiving 
among all those wiiose vocation must be 
agricuhure. Measures like irrigation, elect¬ 
rification and the application of fertilisers 
must extend and cover every comer of the 
country. The iasurance of crop and cattle 
is an absolute necessity, immediate steps 
must be taken to implement it. The credit 
facilities needed for this comprehensive 
and massiv'e development and production 
programme have to be provided through 
the nationalised banks and co-operative 
institutions. The producers will be assu¬ 
red of remunerative prices. A positive 
scheme of developing waste lands and 
making them cultivable and distributing 
them among the landless labour must 
he immediately taken in hand. 

The Congress pledges to assist the 
agricultural workers to get organised. 
Minimum wages will have to be prescribed 
for them and enforced. An extensive pro¬ 
gramme of rural productive works will 
ensure employment and augment euiiiings 
of the rural poor. Simultaneously, these 
works will help to improve productive 
facilities and social amenities for the rural 
people, 

Noiwiilisianding all this, the urgent prob¬ 
lem of relieving the present crushing bur¬ 


den on land remains. It is an undoubted 
fact that the villages are becoming over¬ 
crowded and too much of the population 
depends on land. Any scheme of eradica¬ 
tion of rural poverty cannot fail to take 
note of this glaring fact and the urgency of 
mitigating it. The only safe and sound 
remedy is to develop areas of absorption 
in rural environment bused on dis)X'isul 
of industrial effort and dcv'clopmcnt of 
small townships flourishing on small-scale 
industries, particularly in the agro-based 
fields. Schemes of slum clearance should 
also embody the development of such small 
townships in arcus where labour and emp¬ 
loyment arc made available. 

Dllfution of Induttrios 

The satisfaction of rising and var>ing 
needs of the rural consumers slu>uld 
be met by enabling people in villages lo 
establish more and more agricultural pro¬ 
cessing-industries and ugro-industrios 
preferably on a co-operative basis. 
While basic materials, as in metallurgical 
or chemical industries, will have to be pro¬ 
duced on a large scale, further processing 
and final fabrication will be done in a 
dispersed nrmner. The small-scale indus¬ 
tries arc thus the main dynamic element in 
industrial growth consistent with maxi¬ 


mum benefit to the counirv in IhxIi deve¬ 
lopment and employment. 

•onict ond Notlonol Cuarmiitoo Sclioiiio 

The Congress welcomes the nationali¬ 
sation of banks in furtherance of the dec¬ 
lared policy of the Civngress and urges the 
need for urgent folh>w-up measures, it 
demands ciciir steps in which credit facilities 
will be provided to small farmers, artisans, 
lower middle classes, small-scale cntieprc- 
acurs and professions lo meet ilicir pro> 
duction and developmcMti requirements. 
Ihc credit as an engine of economic grow th 
has to be employed, without endangering 
the security of the deposits. The Congress 
calls upon Ihc Government to fommlatc 
a National (Guarantee Scheme to enable 
millions of farmers and producers who are 
not iisiiiilly deemed to be creditworthy to 
rccciNC liberal credits for productive pur¬ 
poses iVoni the banks. 

While organising our economy, the co- 
(>pcralives have to play an increasingly 
role. The existing co-operatives 
have lo be strengthened and constilulatcd 
and new siK'icties fornr.'d to bring agricul¬ 
tural production, m irkcling and processing 
under producers* control. F:nccti\e steps 
have to be takcii lo bring the benefus of the 
co-operative inovcnvjm lo the submerged 
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5i«cu<Hu ol iJic iommuaity. Ai pfCNCiii Ci>- 
opcrutivtN ha\c itcvx'loped wed onl> in 
Munc rcgU'Hs; ihvv Uiivc to he C'stahfi'shcd 
cfTcctocly ;Huf c\pcdiiM'usl> elsewhere 
foo. 

$«cUlltm in Action 

The industrial arul oihei worker^ imisl 
not only leeeisc ('an wages bul, where 
possible, ami as qiiiekK as praciieable, a 
living wage, I hey have to Iv helped tr. orga¬ 
nise themselves iii healthy trade iinuuiism 
shorn ol mterlereiKv ol'emplovers or poll 
lieal ft'rces uneiMinecied with iheii real 
needs. I he indiisirial vsorkers must Ise en¬ 
abled to sluiie pridhs as well as emilrol ol 
an cnieiprise by phnighing stvme ol their 
savings MHO nivesimeiii. At the same time, 
tests ol pelloimnice and productivity 
must K* fullv met b\ laUuir. Ihe fiscal 
system needs to he ptogrcssivcl> reorganis¬ 
ed to enable workeis to share the retained 
piohts I hai way capital gains tiH> will be 
spread. I he wurkcis' right to participate at 
progie-'Mvelv highei levels of in inagcnimt 
in .m eMJeip;ise applies ii> all industries, 
whelhei pnvaic i»r public 

I he uiulci pi i\ileged n ihc sociei>. 
pariiviilarly tlio.e who belong to the sche- 
vliiled castes and scheduled tribes, have 
special claim, loi speedy improvement, 
fheir cwononre and educational advanec- 
niciit has to move loi waul at a Taster pace. 
To give them cviualuv in all spheres oT hie. 
in trade, iiuUistiv and other occupations. 
s|vcuil pieTercnce must Ivc sluwvn to them 
in an> scheme oi plans that are drawn up. 
Siviallv no dKciimination of im> kind 
must pievail against them. 

While India cannot ensure siviah a equa- 
litv to the people Itere and now. our canic t- 
ness htis It' he dunsn in what vnc do loi our 
children I he ( ongrc'.s jhtrelose. attache^ 
the highest piioiiiv to th piovi^ion of 
iu>uMsl>nieni. iMjiicularlv high protein 
hKHt, ti’ all the ehildren. Pu>gressivcly the 
schot'l chihlren must leceivc Tiee iiniTorms 
and htHiks. 

Ihc i\>ngiess, altern ld.pem*-*nse and 
the establishni'nt vd our demow’raiic Repub¬ 
lic. cnibaiked on planned pri^grammcs of 
ccononrc and stKial (randoim ition and 
placed before the people the gmil of assur¬ 
ing ni'nimnni living stand.trd'* U> every 
hiniilv in the ctMintt> by 1975. Ihui year 
remains lor its the year of tiysi with oin 
promise, even though \vc recognise that 


after tlie completion of ilic three fivo- 
ycar Plans there hits been retardation in 
our effi^rts due to delays and diflicultics in 
the prc]>Jiration 4>f the fourth livc-yesar 
IMan. TTiis means that our efforts in ihc 
nest five or m\ years must be intensified 
and 4 >ur prt»gress accelerated. To achieve 
that objective, the Congress will ceaselessly 
strive for mobilising and releasing the 
ct>nhtrijciive energies of the people, im¬ 
parling to the administration a sense of 
urgency and puiiHvse, and work for social 
justice that would enable fast growing pro¬ 
duction to Ik evenly aisti ibutcd. 

'I he ( ongrcs ., however, is constrained 
to observe that a new factor retarding our 
growth is the dilatorincss in decision¬ 
making, and confusion of policies. Ad hoc 
and arbitrary decisions and preference for 
vague and conllietiiig formulations without 
a fum framework of policies and pio- 
giiimm^‘s are aberrations which must Ik* 
corrccitd. The Draft Fourth Plan is inade¬ 
quate holh in terms of muintaining the 
momentum created and for achieving the 
goal of self-reliant growth and the fulfil¬ 
ment of basic social objectives. It docs not 
provide for the utilisation of hum in and 
physical resources built up with the result 
that a large number of icchnieully trained 
porstvns remain unemployed and industrial 
capacities rem.iin under-utilised. 

The C ongiess record has been one of 
eroding privileges of birth and position. 
The privileges and privy purses enjoyed by 
the princes arc not just anachronism in a 
democratic society, but arc inconsistent 
with the urgent siK'ial need to eliminate 
ostentatious living. They shall end forth¬ 
with. 

Assertion of Equality 

fhe C'ongrcv, will work to abridge the 
shaip inequalities in properly and incom'; 
that prevail in rural, and even more in urban 
areas. By firmly carrying out land reforms 
and by adopting varied nrsasures to increase 
production particularly in sm.ilI holdings 
we shall move towards economic equality 
in rural areas. Incomes earned from im¬ 
proved cfUcicncy and productivity have 
to be ti'cuted differently from unearned 
incinics. Unearned incomes arc more 
in urban areas and these inequalities of 
wealth aie shaiper. Jf fiscal m-^surcs 
will not abridt^e these inequalities, 
it nr.»y beconr; necessary to undertake other 
m easures including capital levy. Consump- 
tion-c\|vcnditure has to be restricted in the 


interest of productive investments. Social 
facilities for education and health have 
importance over individuafs comfort 
expenditure. 

For long our people in hundreds of vil¬ 
lage:; are suffering from lack of drinking 
water facilities. The Congress resolves to 
provide these facilities to all the villages 
as its lop priority. The shortage of housing, 
which is felt today, is likely to become more 
acute in the future both in urban and rural 
areas. Expansion of housing prograinm? for 
I he muss of people requires setting up of u 
revolving fund, annually expanded, to carry 
forwtird 'building programme* and also 
encourages saving from them either directly, 
or through the medium of insurance poli¬ 
cies. For the poor people of all communi¬ 
ties house sites shall be provided by the 
community as well as the governra mt and 
assistance offered to enable them to 
construe! their dwellings. 

The Congress deplores the delay in imple¬ 
menting the programme of prohibition. It 
reiterates its resolve bring about 

prohibition within the period specified by 
the AlCC in Goa. 

Equal Status A Opportunitias 

India that we seek to serve has to evolve 
on the contributions, historical as well as 
contemporary, of all our communilic;. All 
religions and tanguugcs have not only 
equal status but equal opportunities t\)r 
growth and fulfilm'^ni. The religious or lin¬ 
guistic minorities arc entitled to necessary 
protection and to special facilities to enable 
th‘5m to share in a meaningful nnnncr the 
fruits and efforts of economic and cdu.;at- 
t Iona I developments. 

The Congress beckons liic Indian people 
to a renewal of efforts to overcom: age-old 
disabilities of poverty, want, ignorance and 
ill-health. The cruel paradox of vast poten¬ 
tial wealth and gross poverty can be solved 
only through sustained constructive efforts 
and co-operati^'in. In this glorious festival 
of work and national reconstruction, the 
poor have claims on the wcll-ofi, the igno¬ 
rant on the educated, where each one of us 
rediscovers the truth that Gandhiji taught 
that one truly gains only through giving, 
and where respect stems not from the nature 
of work one i.s engaged in but from the 
m inner of doing it. The Congress calls 
upon its workers and supporters to rededi- 
caic themselves to fight poverty and root 
out inequality. 
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speeding up the Green Revolution... Durgppur 



More food. More foreign exchange. 

A promise BHEL-Tiruchi will help Durgapur 
Fertiliser Plant to fulfil. 

The leriiliisM (,or|>or.»ii(^ri of liuliu’*! Rs. 450 
n^illidu I’criilisoi lM.ini.it I)urg.ipur» est Bcngiil, 
whi n II on ;-,trcMm m c.irly 1970 to produce 
lOlH) toniit * of 1 'ic.i ;i d.i\, w ill irij^Rcf oH a change 
Ifir the hetn't ui tht Start’s atrricultiiral oiitlt'ok 
.uxl our vi)iintr\’.s otonomit health. 

Mulopiviitt* thr growth of paddy, Bengal's chief 
crop. ,is wtll .IS potuoi,, sugan me. pulses, etc., 
fot one thing 

SicpjMiig up the cultivation of jutc, our nation’s 
hipgrst torc;gn- exchange e.uner (Rs. IMHO million 
m l%8-69), ft>r another 

‘\nd generally lo cut down on impciri of fertilisers 
th.it drains our slender exchange resources. 

Helping to achieve these ohjcctivcs u the BHHL 
High Pressure Boiler Plant, Ttnirhi. It is playing 
the vital p.iri of providing steam wanted by the 
Durgapur unit with 3 process steam boilers worth 
Rs. 19 million, apait from high pressure valves and 
piping — all designed and produced at Tirucht. 

Whether It IS steam tor fertiliser plants or thermal 
power for agriculture and industry, BHEL-Tiruchi 
is vitally involved. 

BHARAT HEAVY ELECTRICALS LIMITED 
High Pressure Boiler Plant, Tiruchirapalli 14 
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FIRST THINGS FIRST 

OvtiK iHfc past some weeks, practically everybody who is anybody has been talking 
about the gravity and urgency of the problem of mass unemployment. The Juna 
Sungh even as the two Congresses, has, in its resolutions, given the highest political 
priority to programmes for casting more cmptovntcni opportunities for cducu* 
ted young men as well as for landless agnciillural workers in titc country¬ 
side. The Federation of Indian Chambci^ oi' Commerce and ^!tdu^lly loo has 
dwelt on the theme as also Mr J. R. 1>. Tala, who, speaking rcctnily at a 
symixvsium on the "Seventies'’ under the auspices of the Associated Cliambersor 
Commerce and Industry, roundly declared that if food slujrtages had been our 
greatest problem in the sixties, iincmploynv'nt would he the foremosi issue in the 
seventies. 

While all this emphasis on the employment aspect ol economic development 
may be wholly warranted in its context, it seems io us (hat the present economic 
sitiuition demands a closer and more disciplined evaluation of wluit precisely are 
the immediate tasks facing the nation in the ccononi'c iicid. Foi instance, it is 
not quite true that food has ceased to be a problem with the birth of the new de¬ 
cade. The technology and even more the psycluviogy of the green rcv'olulion are 
yet to seep through the top layers of the farming community. The politics ol agra¬ 
rian reform have sadly disorganised the structures of land ownership and tenancy, 
with the result that the obligations of the various interests in land have become 
vague and undelined and have, Ihcrclorc, been mostly unrulliiled. It is also yet 
to be seen whether nationalised banking will, in fact, be so conducted us to come 
up to the high expecialions entertained of it in tcims of a transforiT ation of the 
rural credit siiiuition. The issue of increasing agricultuial productivity must 
therefore continue to rentain a basic consideration in all calculations of eco¬ 
nomic stability or expansion. This truth has been dramatically brought out by 
the fact that the failure of winter rains in some parts of northern India has 
promptly sent up the prices of cereals and pulses. It would be rash, indeed, to 
doubt that the food economy continues to be precariously placed. 

.As vital as agricuiliiral productivity is industrial production. Mr G. I). 
Birla, speaking recently in Bangalore, has sounded a timely note of warning. He 
has pointed to the emerging shortages of many products of indusliy which arc 
essential articles of consumption. The shortage of steel is acting as a bottleneck 
in a number of lines of maniifacturt, resulting in the halting or dislocation of the 
production of a variety of producer and consumer goods. The Ciovcrnnicnl of 
India recently chose to reverse an earlier decision to decontrol ccmcnl in response 
to representations that there was a risk of cement liccoming more expensive or 
less readily available to consumers in areas which were some distance away from 
cement factories. Thanks to unrealistic price policies which have inhibited new 
invc.stment in expansion, manufacturing capacity in the paper industry is now seri¬ 
ously lagging behind the growth of demand. In the case of textiles, even a marginal 
revival in demand or improvement in otTtake could bring to the surface the con¬ 
sequences of stagnation in production and capacity over the past few years. 

In follows that, while the bold new projects of political or business leaders 
for creating millions and millions of new jobs in the years to come may be per¬ 
fectly valid in their context, the task which confronts the national economy as ol 
today is the expansion of production in existing industries and a quick processing 
of new industrial projects. Mr G. D. Birla has rightly contended that the likeli¬ 
hood of a scarcity of goods and the consequential inflation that thteaten 
the country today are entirely avoidable and would, therefore, be strictly 
in the nature of man-made evils should they after all lake shape. In his view, 
there is no time to be lost in reviving and revitalising the capital market, since it is 




4S 

i>nly a*i car^> f»a"rca>c h> Ihc lc\cl i»t 
ifiXCNlnicnt '\lMch y\ill aciuuU* protluc- 
iioit and au* tiic oMinUy fiom >hort- 
apes <d' iTotuf i . pd a soarcily-inducvd 
udhlion 

S4nr- innt- ap). (fi>\crnor *d 
ilic Kc*.crvc Bank td India, ^pcuking 
under the auspices ol' the Associated 
(’hambers of Commerce and [ndustiv, 
chose to repeal ihc jKdaniic argument 
that economic gio’vih carried the risk ol 
irifiiiion \vhene\cr insestnvrnl iiutpaced 
the savings of the toirn.unity. Hut 
even as truisms go. his obscr\jtii>n 
contains \er> little iniih in the 
current Indian e-.>nlc\t. I hcrc has nc\er 
been a danger in this country of true 
investnunl cxcccdinu the coir.munily’s 
savings and thereby causing inflation. 
On the other hand, what ha^ rcgiilailv 
been happening is a succession of in- 
ftationary situations occasioned by 
production avoidably tailing diori of 
consumption It is to this silimtioii that 
Mr Birla has drawn attention. In any 
case, so far us the equation which the 
CIo\erm>r of the Reserve Bank insists 
on draw ing KM ween ilic rate of iincsi- 
nient and the saxings of the community 
goes. It nviy he suggested that these 
savings after all can be and to some t\- 


i RADi lof LOWS the llig and our busi¬ 
nessmen aii: now' reading to our politi¬ 
cians. Not all of them arc reacting in 
ihesaniem.anner, niilurally. Some busi¬ 
nessmen arc apparently not abo\c fish¬ 
ing in ihc troubled political waters. 
Adventurism or opportunism is not 
the peculiar failing of politicians. In 
the business community, too, there arc 
miny who are exidcntly not able to 
resist icmplatioiis, Ihe l edcration of 
Indian C hambers of C ommercc and 
Industry already has reason to realise 
this. 

We are mU suggosling that the hlCXM 
is perfect, l or most of the time it has 
K^n a pedestrian and petitioning orga¬ 
nisation. A sense of mission ha> never 
been among its prized possessions, while 
anything like a philosophy of business 
or an orginised system of thinking on 
the role of free enterprise in a free 
society has clearly been among the 
luxuries whi:h the FICX'l has consis- 
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icm arc King Hupplcmciitcd by the 
siivings in other communities made 
iixailahle tt> iis in the f<«rm of foreign 
aid or foreign private capital. It should 
be obvious that, in any dynamic concep¬ 
tion of economic gro\vth, the level of 
inveslmciit cannot be limited to our 
domestic savings, but should be geared 
tt> the total availability of investiblc 
tunds, including external resources, 
such as foreign private capital. 

Vhc im.plication i.s that the ]xissibility 
of monetary inflation, which seems to 
hauiu the (iovernor of the Reserve 
Bank, may be dismissed as a private and 
ivrsonal nighimare. The real threat to 
the economy would be a stnircity- 
induced infliliou of the kind which Mr 
Birla apprehends. Ihc need of the na* 
lion and the duty of the govcrnmenl arc 
thus clear; this would be to boost 
production and step up the rale of in¬ 
vestment with dom.'fsiic savings supple¬ 
mented bv external capital, including 
foreign private investments. Mr Birla 
believes that if the people do agitate for 
a positive economic ptviicy, their voice 
w ill have to be listened to by the go¬ 
vernment in a democracy. Mr Birla is 
an incorrigible optimist. He was speak¬ 
ing, moreover, on New Year’s eve. 


tciuly considered expendable. All the 
same, over a troubled and testing period 
this apex K>dy of chambers of comniercc 
and trade associations in the country 
has, with a certain degree of stubborn 
persistence, endeavoured to present a 
collective p()inl of view where govern¬ 
ment-business relations or ilic larger 
issues of the nation's economic alfairs 
arc concerned. 

In the process, it has had its share of 
crilics, dissenters or detractors. There 
is, of course, nothing odd or unnatural 
about this situation. But what must 
cause concern is the tendency, lately 
exhibited by certain businessmen, 
whether acting individually or in groups, 
to exploit the im.perfections, real or 
alleged, of the FICCI for their own pri¬ 
vate ends. To the extent that business- 
men are also hliman beings, it is to be 
expected that some of them, would not 
be averse to jumping on political band¬ 
wagons. But w'hat seems to us to be an 


January 9, 1970 

altogether questionable practice is the 
attempt currently being made by some 
businessmen to curry favour with the 
central government of the day by pro- 
jecting themselves as highly patriotic 
Indians whose selfless egos could no 
longer be accommodated within the 
sectionalism of the FICCI or other 
existing representative organisations of 
industry and trade. The best that could 
be said on their heluilf could only be 
that, with politicians playing politics 
with business, businessmen, in their 
turn, m.ust feel sorely tempted to do 
business with politicians. 

Tn these circumstances, we have to be 
grateful all the more for an entirely 
different and wholly wholesome response 
to the challenge of current politics 
which has come from a group of busi¬ 
nessmen led by Mr J. R. D. Tata. 
Stated briefly, Mr TataVi thesis is thai 
the only way free enterprise may pro¬ 
ject and protect its image in these icono¬ 
clastic limes as an economically efti- 
cient and socially purposive institution 
would be for it to em.phasi.se its involve¬ 
ment with the people, their needs and 
their aspirations. Mr Tata has proposed 
that the companies in his group should 
make such changes in their articles of 
association as would emphasise the 
social obligations of corporate enter¬ 
prise to workers, consumers, govern¬ 
ment and the community. 

This Tata initiative is evidently in¬ 
tended to spearhead a broad movement 
of self-education, self-discipline and self- 
regulation by the private sector in in¬ 
dustry and trade. The implication seems 
lo be that free enterprise cannot remain 
content with seeking to justify itself on 
the purely cconomJc grounds of produc¬ 
tion and productivity, and that it 
should also attempt to substantiate its 
social worth by relating its efforts and 
achievements to the larger goals com¬ 
monly accepted by the com.m.unity. 
There is a clear qualitative difference 
between this approach and that of 
certain other businessmen or groups 
of businessmen who have lately tried to 
work their way into the favours of 
politicians or political groups in power 
by out-Turking the so-called Young 
Turks. What Mr Tata and his associates 
plan to do is to tt^ke the issue of fair 
trade practices or good business conduc t 


Trade Follows the Flag 
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out of politics and anchor it firmly 
where it belongs, that is to say, in the 
collective conscience and the individual 
conduct of the men of the free enterprise 
system. Viewed thus, the Tata project 
is far from being a submission to dema¬ 
gogic compulsions. It is a bid to siive 
democracy for the free enterprise sys¬ 
tem and the free enterprise system for 
democracy. 

Quite obviously, Mr Tala and his 
associates are embarking on a high 
adventure. If all goes well with 
their endeavour, they will have 
succeeded in dispelling the distrust 
of the business community which 
has been accumulating for years 
in the minds of ordinary men and wo¬ 
men, partly as a result of the anti-social 
practices of individual businessmen 
during the years of the last world war 
and the siibscqucm period of govciii- 
ment controls and partly because of 
the mendacious or malicious propa- 

Will the Lead 

Two NOTABI.L decisions have been taken 
by the Reserve Bank; one, to designate 
“lead" banks for ihe various districts in 
the country: and, two, to outline the 
branch expansion programme for the 
Hrsl half of 1970. These decisions 
folJoiV the recommendations of the 
Nariman Committee (a commillct 
was appointed, some time ago, by the 
Governor of the Reserve Bank, with 
Mr. F. K. r. Nariman, Custodian of 
the Union Bank of India, as chairm.an, 
to evolve a co-ordinated programme 
for ensuring the setting up of adequate 
banking facilities in the underdeveloped 
districts of the country, and this com¬ 
mittee submitted its report on November 
15, 1969) which, in tuin, are on the 
lines suggested by Prof, D. R. Gadgil 
(as Chairman of the Study Group of the 
National Credit Council) and which 
also were fully discussed by a recent 
meeting (on December 12, 1969) of the 
Standing Committee of Bankers, and. 
subsequently, commented upon by 
them. 

The “lead" bank is the king-pin of 
the future expansion of banking in this 
country, and it is only natural, there¬ 
fore, that several considerations should 
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ganda carried on by politicians for per¬ 
sonal or party ends. There can surely 
be no place in this great effort for small 
men, small minds or sm.all thoughts. 
If the alienation l^eiween the bminess 
convmunity and public opinion has to be 
ended it would surely be necessary to 
m.obilise all the constructive energies in 
the business community into one great 
co-operative effort. Wc therefore hope 
that, although the initiative has been 
taken by a few business leaders, m/., 
Mr J. R. 1). Tala and some others 
associated with him. on this occasion, 
their programme itself will not he plan¬ 
ned or projected as the effort of a sub¬ 
group of the business community and 
that it will be presented and accepted as a 
common platform by the reprcsenlalivc 
institutions of iiuliisiry and trade. 
It is bad enough hn- the nation that its 
politicians are quarielling among them¬ 
selves Businessmen at least should 
rise abONCthe weakness of working at 
cross-puiposes with one another. 

Banks Lead? 

weigh with the Reserve Bank in laying 
down the broad outlines of the scheme. 
The foremost of these is to maivh the 
responsibilities with the resources. 
Accordingly, it is laid down that (here 
should be a broad correspondence bet- 
w'cen allocation v)r responsibility in res¬ 
pect of a given number of districts and 
the resource base of the “lead" bank- 
to-be in these districts. It folkwvs. of 
course, that the resource base should 
take into account the deposits of the 
sa’d biink and its present network of 
branches, as also the several places of 
them location. In allocating districts to 
each “lead" bank care has been taken to 
bear in mind contiguity. If a “lead" 
bank is in charge of, say, a cluster of 
districts, that is districts situated very 
near each other, it can ensure viability 
of operations as well as provide control 
points for both the supervision and the 
development of branches within a given 
radius. It can also plan for their 
long-term growth. While making the 
allocation of districts to these “lead" 
banks, it is just as well that the Reserve 
Bank has kept in mind the regional 
orientation of not only the nationalised 
hanks but also of some non-nalionalised 
banks. Another sound feature is that, 


whereas there arc at least iwc 
more, l>anks in each state, ca^ 
has been allotted districts in ir 
one state, presumably for reasini 
tiguity and convenience of cu^ 

Gtire has also been taken - amJ 
lUit to include metropolitan ccTI 
and some union icrriloiics in ibis' 
schtmc, inasmuch as .scviral of these 
arc already oversaluiated with banks. 



fesv days ago. presiding over a 
meclIngaddressed bv an emniciU foreign 
hanker. Mr B. N. Adarkar, Deputy 
Goveninr, spoke of the need foi the 
banker of tin* fiiture to be more than a 
m.cre banker. He waiued him literally 
lo be a fiiciul, philosopher and guide 
lo his clientele, especially (he new inral 
clientele. 1 he proposed funciions of a 
“lead" bank seem lo luive l>ceii aimed 
at achieving I his dcsideraliim. Wc arc 
(old. for instance, that the “lead" bank 
is to be rcsi^onsible for surveying credit 
need, for developing branch banking 
and for extending eridit facilities in the 
distrkls assigned to it. It isalstMcqui- 
red to survey the re sou ices and poicti- 
lial for banking development, asalsothe 
number of industrial and commeicial 
units and other esiablishinenfs. includ¬ 
ing farms which still depend on monev- 


EASTERN ECONOMIST 
ANNUAL NUMBER 1970 

Inking as its iheme *iiid{a Into The 
Seventies", this Annual Number discus&cs 
India's prnspeets in Ihe new decade in the 
national and the international contexts and 
against the background of the p(»Kt-war 
years. It is, therefore, a combination of a 
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the probable shape of the seventies. A highly 
valuable feature of this Annual Number is a 
section of special articles treating in a scho¬ 
larly fashion ei'imomic issues 4if outstanding 
importance, particularly fojr developing 
countries. 

Illustrated with charts and graphs and 
carrying, as usual, an interpretative section 
of statistics, the Annual Number is priced at 
Rs 10 per copy. It is, available, however, 
without extra charge to subscribers who arc 
already on our mailing list. New subscribers 
enrolled before January 31, 1970, will also 
be entitled lo a free copy of the Annual 
Number. 
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tender'* or, iti other vvords. do not have 
hank atcount'*, and to help the latter 
^ncrcave their r'M>iirccs /through llie 
ifcation of surphise'' froni additional 
pntdiietion Imanccd by it). It is not 
*Jear. flu nigh, v^hclhcr the dc’^endena 
on the moneylender is soiiglit to be 
completeK ehnunated (this would 
be both Heiculean and an inordi- 
natelv iong-djawn-out all'aii' 

Among t>lhei^, the ’ itad' bank is 
also evpeeied K' examine the racili- 
ties Um the m*irkelmg ot Ixnh agiicul- 
tuiMl produce and indiisinal »>utpiit 
while at the same tmvv linking credit 
with inaiketmg, and also to survey the 
sioiageaiul \vaieh<>iismg space. es[X‘Ci- 
all> loi k».cpmg slocks orrertili/ers and 
4>tliei agi Kaillui‘;.l iiipnls. I !u “ka.d" 
bank IS also to Keep an e\e on the 
laeiliiies available lor lepaitine and 
seMMcmg. I’t eciuipnvent, w'hich is a .sine 
,iiu) fh)n oi the modernising oT «‘Ui‘ ami- 
eullmeJ cquipmenl. lUu the m.ost im- 
poilanf I'ealme is that of recruitment 
aiK‘ training ol the icc|iiisite stall'whose 
'■rOik wil! consist not onl\ of olleriiig 
ad'.jce to sinell lK>no'.vei s and tarmers 
bill also follow-up and iiispeclion ol' 
tiie v.nd-use o\ the loans. 

Here. Reset \e Hank seein.s i<i have dis¬ 
played a measim' of narrowness in its 
ai^pioacii, III that the “lead" bank it to 
coiieei a Usell only with the priority 
sectivs and that too secu>is coveied 
in the pi opined credit insurance 
s) henv.-s Does this nieaai that clients 
not fallima uiuiei this c:ileg,or\, present 
ii any, and piospeclive. m the rcuunt 
co\ci\d by llie “lead" bank have to 
I'^nd fi>i ihcmsslves? May be “lead" 
h.ink will assist t>lher pninaiy lending 
agencies to help these. And it is also 
not deal vvhelliej the moneylender, 
wlio has remained willi ns all ahmg and 
bids bill to be with ns for as many 
years in tlie tutiiiL as ('p.e cm visualise. 

IS ;iiso one of these piim-uy lendine 
aiMicies in view. If not, we think il is 
logh tin;*' to eonsidvi the place of the 
aumeylender m the future banking 
set-up and exam’ne wavs and ni^'ans of 
hookmg him in ihn s^t-up. Otherwise, 
ne cannol ink t>ut the prospect of 
people in s\>me “lead" hank distiicts 
bemg. 'er'.d bv neither the organised 
banking ssstvin nor the age-old money- 
Icndei. Su.'li pci»ple will be like “7n- 
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shank us of being neither here nor 
there. 

Fivtn as we enter the seventies, wc 
have in our country a number of places 
where banks not only do not exist but 
aie not even b.eard of, wherefor w'c 
need not be over-apologetic about some 
of our adult folk in Tamil Nadu 
village recently surveyed by the Re- 
search Department of the Cmndhigram 
liistitulLMiot being aware of either 
bank nationalisation or the w'hole 
visla ol opportunities it is claimed to 
have Linhdded . As per the census of 
I%L there arc 453 towns where there 
are no olhces of conimereial banks. 
Besides these, according to the Reserve 
Bank, there are some S27 centres whicii 
aredevand of commercial banking facili¬ 
ties but need them cither by reason of 
ihcij potential for developing agricul¬ 
tural business or to take ovei trea.siuy 
work. That already about 400 appli¬ 
cations to plan branches in these centres 
have been received by the Reserve Bank 
(of vvh'cli about 200 have already been 
sanctioned) fully bears out this thesis. 
So, the target of 400 oftices in thc.se 
iinbankcd centres and another 200 
oiricesin centics already having bank- 
me facilities (of the 243 applications 


Vm SHARP set-back to our exports in 
ivc.MLt months could have been averted 
if the Cjoveinm?nt of India had kept 
Itself in close touch with the problems 
confionling industry and trade and 
promptly and energetically tackled 
them. At the meeting of the Board of 
I'ladv in New Delhi on December 15. 
Mr Bhagat, the Minister of ! orcign 
Trade, disclosed several factor.s, exter- 
iK’.l and internal, that had slowed down 
the growth rale in our c.xporls. But none 
of these factivrs has emcreed suddenly. 
The export promotion councils, com¬ 
modity boards and the representative 
associations of trade and industry have 
been repealcdly drawing the attention 
of the government to their difficulties 
in gelling regular and adequate 
supplies of raw'nvitcrials and in other 
lespects. But lldyog Bhavan has not 
been taking them seriously. 

I'or instance, the Federation of In¬ 
dian F xpori Organisations convened a 
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for opening offices in such areas, the 
Reserve Bank has already sanctioned 
143 officies) during the first half of 
1970 decided upon by the Reserve Bank 
is a perfectly feasible proposition. 

Even so, the two together is still less 
than half of the 1,280 centres badly re¬ 
quiring banking facilities. In fact, 
however, the number may exceed 600, 
inasmuch as this 600 does not include 
offices in unbanked centres to be loca¬ 
ted and started by banks on their own, 
or those which they may open in dist¬ 
ricts falling in their respective “lead” 
bank zones. During the immediately 
two preceding six-month periods, July- 
December, 1969, and Janutiry-Junc, 
1969, the number of new offices opened 
was 492 (280 in unbanked areas) and 
482 (239 in unbanked areas), respective¬ 
ly. Besides, banks will also have other 
offices whenever and wherever they are 
ready and decide to take over treasury 
work (i.c between now and 1972). 
Since such ofhees must precede the 
act Uiil take-over of tre.MSury work, they 
would also be in a position betimes to 
provide banking facilities. The Reserve 
Bank has undoubtedly demonstrated 
Its earnestness to expedite expansion 
of banking facilities in the country. 


meeting at New Delhi on September 
25,1969, at which the repre.senlativcs of 
almost all commodity boards and ex¬ 
port promotion councils put forth their 
difficulties and suggested specific solu¬ 
tions. These were reiterated at the 
second meeting of the Advisory Council 
on fradu held in New Delhi on Novem¬ 
ber 27 and 28, over which Mr Bliagal 
himself presided. The spokesmen of 
the engineering industry stres.sed at 
these meetings, the imperative need for 
a co-ordinated approach for the produc¬ 
tion. planning and despatch of steel. 
Much of the difficulty, it was pointed 
out, aro,se from the complicated pro¬ 
cedure in regard to priority allotment 
which worked only up to the point of 
placing orders with steel plants but 
failed at the point of despatch. The 
shortage was felt mostly in plates, 
sheets, billets and high tensile weldable 
quality structurals. It was also clearly 
indicated that except small tonnages, 
import of these categories of steel 


The Export Crash 
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i^ould not be possible before April 
May 1970. 

It is not only the engineering in- 
tluslry whose exports arc held up by the 
scarcity of raw materials. Other in¬ 
dustries like plywood, gem and jewel¬ 
lery. cashews, coir products, woollen 
Itoods and silk and rayon have also 
been facing diHiculties in stepping up 
exports because of the shortage of raw' 
materials. Other hurdles arise from 
the continuation of heavy export duties 
<as in jute, lea, tobacco, leather and 
coir products), canalisation of iir.ports 
through the State Trading Corporation 
(as in raw wool), delay in getting import 
replenishment licences (as in plastics 
and linoleum) and in the lack of credit 
facilities (as in inaiine products for 
purchasing trawlers), and so on. Hard¬ 
ship is also caused by the in4)rdinatc de¬ 
lay in getting the payment of export in¬ 
centives as a result of which huge funds 
arc locked up. The crash programme 
for increasing the export earnings by 
Rs 60 to 70 crorcs in about KK) days 
could have been announced in last 
September or even earlier if only New 
Delhi had maintained close vigilance 
over the trends in our foreign trade. 

The implementation of the crash pro- 
•gramme in such a short period w'ould 
have been diflicult indeed c\cn in nor¬ 
mal times. It should be much more 
so at present when the capacity of the 
central government to ensure effective 
coordination among its own depart¬ 
ments and with the stale governments 
has become weak. To make the situa¬ 
tion worse, the talks and threats of 
nationalisation of the import and ex¬ 
port trade in the coming years create 
uncertainty and dampen the enthusiasm 
of businessmen. The examples of many 
developing countries where foreign 
trade has been taken over by the go¬ 
vernment should serve as a warning to 
New Delhi. In Burma, lor example, 
the take-over of for cign trade has pro^ 
duced disastrous results because while, 
on the one hand her exports have fallen 
sharply, on the other hand, her ability 
to secure essential imports has been 
severely crippled due to the shortage of 
foreign exchange. 

Mr Bhagat told the Advisory Council 
on Trade and also the Board of Trade 
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that the STC and the MMTC were env- 
nenily suited to secure an ctiuitahlc 
distribution of vcaac raw maicnaJs and 
intermediates. He has announced the 
government's intention to accclvratc 
the process of canalising the import of 
more raw niatcriaK. But the experience 
of canalisiition in the pitsl has bi'cu far 
from satisfactory, ft has often accen- 
tmilcd >carcily and made the commodi¬ 
ties costlier. In (he present context, to 
canalise (he vinpoii of more raw ma¬ 
terials will affect the Ibreign exchange 
situation in iw<> ways: lirsl, the 
slate agency w ill be pay ing more for its 
imports because of its nic\|vcricnce and 
secondly, the higher prices of imported 
materials will have (heir inevitable im¬ 
pact on our exports. 

Consider, in this coiiicxi.lhc lollow- 
ing observations made bv the Last liulki 
C'otton Association of Hoinbay on the 
proposal to canalise the import of raw 
cotton: “A comparative slud> of the 
purchases nvide by the Indian Mills 
through their importing agents during 
ihc last two li» three years with the 
purchases by the east lairopcan coiin- 
iries including Russia and China will 
reveal that these couniries paid much 
higher prices and received lower quality 
of cottons and this may happen to 
Indian mills also if centralised or state 
purchasing is resorted to. Chcapesi 
moventents which individiul buy ing can 
lake advantage of arc lost in bulk 
buying opera (ions. About 15 to 20 per 
cent of the cloth exported from India 
IS manufactured from imported ctXlons 
and hence even a live per cent increase 


tkonomic research in this country has, iu>i 
infrequently ami not with(nil some justilication, 
come in for the crilicLsm that it has been with¬ 
out much fruit or light for our national life. 
Foremost among the critics have been t he eco¬ 
nomists themselves. Successive presidents of the 
Indian Economic Conference liavc pleaded for 
a new outlook and a new interpretation of the 
science. Years ago Dr John Matthai charac- 


s» 

m the costs i>l cotton ma> seriously af¬ 
fect these exports''. 

h will be mosi unforlunateindeed il, 
because of idooKtgy or inditfeixnco. we 
arc unable to reach even the inodcsi 
growth id seven per com in c\pni{s in 
the coming years. Lailure to reach the 
target will have an adverse impact not 
only on ihc evpt>ri mdii>(rles biK on the 
eniiie ecoiuunv. 

It will, of course, he loo much 
expeei cHicieni adiuinisiration in New 
Delhi in the present poliiiea) situaiion. 
Bill if at least ific Ministry of Foreign 
1 rade plays its |xiris clfeetively* it can 
do a good deal lo improve «nir exporis 
e\en in the shori jxrriod. 

1 he Ministry's connol and co-ivrdina- 
tion over the export pronnition councils, 
eommodiiy boards and oihei sections 
(such as the Jute C ommissioner's ollicc) 
has been fai from adequate and its liai¬ 
son with Ihe leading chambers of eom- 
incieeaiul industrial associations hasnot 
been intimaie and purposeful. Why, for 
instance, does ihe Ministry not keep ihc 
chambers of commerce regularly infor¬ 
med aboui ihe discussions at the meet¬ 
ings of Ihe Board of Trade and ihe Ad¬ 
visory Council on Trade? What is the 
harm if ihe proceedings of these niec- 
imgsarc circulated among the cham¬ 
bers so (hat they and their constituents 
can In VC a clear idea about Ihc oiricial 
approach to the problems of foreign 
trade? IncidenialJy, it is pertinent to 
question the utility of having two large 
and rather unwieldy bodies fo advise 
the Ministry the Board of Tiadc and 


icri/ed the results of Indian economic rcscaivli 
as descriptive luid propagandist rather than 
analytical and scientific, two weeks back. 
Prof. L. K- Hyder, in his address, had sa\ 
that neitiicr in ihc field of ‘pure* thcoiy nor in 
that of economic history nor in the training 
t>f young men had economists much to show. 
Truly, iKitficr economics nor economists have 
as yet come into their own in India. 


^a.6tetn ^IconomUi 2.5 l^ea.t6 
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SI 

I he AdviMMV C ouncil on l iadc I hc> 
incei al slu»rl intervals of each other, 
discus^ practically" I he same problems 
and recommend the same solutions 

]n am case, ihcic lias been ^aoiigli 


lalk on foreign trade problems in \ai- 
10 us forums in recent weeks. The time 
has now come for energetic and 
co-ordinated action at different levels 
10 rese^^c the set-back to oiii 
exports. 


tion is to shift these offices from Cal¬ 
cutta to other cities but workers have 
threatened that they would see to it 
that no statistical information, especia- 
ally relating to foreign trade, leaves 
Calcutta in case of transfer of these 
offices. It is these misguided sections 
of society which hold up our progress. 
Or, may be, the politically-motivated 
among them knowing fully well that 
automation is for the good of all, have 
taken up this unhelpful posture for 
some other ends. 

Just iis the discovery of the vSteain 
engine had ushered in the era of quick 
transportation, automation has pro¬ 
vided a powerful instrument to man 
with which he has set foot on the moon 
and with which the new challenging 
tasks in science, business and industry 
arc being tackled cITicicntly. We 
ha\c, in this country, taken the right 
decision to hasten the advent of auto¬ 
mation through sLch renowned com¬ 
panies as International Business Ma¬ 
chines (IBM) und International Com¬ 
puters Ltd (ICL). It is worth men¬ 
tioning here that the programme for 
manufacturing computers was launched 
in India by IBM (India) Ltd in 1966. 
Some indigenous units have also been 
given licences for the manufacture of 
electronic components and computers. 
Particulr mention needs to be made 
of Electronic Computers (India) Ltd, 
a pioneering venture started by some 
of our industrialists and tcclinicians to 



no tcclMiicnl aMs'*—Maglcinn P-C. Soricar. 


Computers : Point of No Return 


fill CoMvilinr. on Auiomation vvith 
Mr R. Vcnkalaranian (mcmlKr, Plann¬ 
ing (.\>mmissionI as chairman is c\- 
|X‘ctcd to finalise its icport M>mc time 
allhccruiof the cuncnI >car, The 
eonunilirt has been asked to revievv the 
elVccl^ of the operation of automation 
in enlerpiises where it has been intro¬ 
duced aiul to recommend criteria for 
I he ilelcrmiiution of sju'citic hckls 
x\hcu’ It should he permitted or rcslric- 
icif I lie piimarv objcctiNc of appoint¬ 
ing this i oiiuni'tlee is lo study the social 
clfccls ol automation because some 
labour union‘s in this countiy ha\c 
taken up an unhelpful attitude under 
the mixtipprohension tiial automalion 
would lead to increased iinemployincni 
^Tiiusing unwarranted noserv and hard¬ 
ship to workers. 

More than 1(X) compiiicrs ha\e al¬ 
ready Ix'cn installed in this country 
and they have speeded up the workinu 
of a nuinhor of business enterprises and 
research organisations. TLLC'O. lor 
example, has derived sizable benefits 
alter compuleri/alion of its iincnlorx 
control. It has enabled this enterprise 
\o cut down its slock of spare parts and 
eqtiipmeni by 20 \k\ cent, thus releasing 
.IS much as siv crorcs of rupees for 
piodiictixe inxestmcni. I'he lombay 
plant of the I criilizer C'orporaiion of 
India has succeeded u\ reducing cost 
of prodiKlion through computcii/ed 
iiuentory lonlroi. The MiKvavs in 
our eoiiniry are progressively introduce- 
ing electronic tornpuicrs (or lapid ct»m- 
pilation id' nianagcnai data which is 
needed both loi long-tcun planning and 
day-to-day work .Air-lndia and 
Indian Airlines have also derixed rich 
dixidemls througii the use i»f compu- 
tcis in obtaining managerial icports and 
IP keeping tiie nuwement of men and 
nuiltnals luulei control. Automation 
has also assisted a large-sized sluie- 
rnaking u.m in keeping control o\ci 
IIS plans tor production, leading to re¬ 


duced costs which in turn made ex- 
pi^rts possible. 

I'herc are numerous other cvainplcs 
of cams recorded through automation 
which have bcnclitcd the relatively 
large enlerpiises both in the public and 
private sectiu's. The pace of rescarcli 
work in our universities and laborato¬ 
ries such as the University of Delhi. 

I he Indian Institute of Technologv 
(Kanpur), and the National Physical 
I aboratory (Ahmedabad), to mention 
only a few'of the institutions, has also 
been accelerated through the instal¬ 
lation of computers. The Structural 
Engineering Instiiiilc, Roorkec, has 
started gelling orders from foreign 
countries for solving some intriciite 
structural enginecringproblems through 
the assistance of computers installed 
there. 

Ihe assurance given by the govern¬ 
ment that automation will in no case 
he allowed to lead to unemployment 
has so far failed to satisfy labour and 
in many place'-, the pace of work is 
still at a low ebb because of the re¬ 
calcitrant attitude of employees. The 
most recent example is that of the 
workers of the Directorate of Commer¬ 
cial Intelligence and Statistics in Cal¬ 
cutta, whi> have been rcsisitng compiitc- 
I isation for fear of unemployment even 
though the government has assured them 
that no on». would lose his job because 
of automation. As a consequence, 
the members o\' the Board of Trade who 
met in the capital in December last 
vear had inadcqiuilc data for framing 
guidlines, as the statistics in regard to 
our foreign trade art released by the 
directorate with a time lag of three 
months. 

Again, the industrial statistics wing 
of the Central Statistical Organisation in 
Calcutta is another unit which releases 
o'dusirial production figures with a time 
lag of live months. An obvious solu¬ 
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set up a unit at Gha/iabad (liP) Tor 
the manufacture of computers. The 
Bharat Electronics Ltd—a public sec¬ 
tor undertaking—has given ctjn.s’dcr- 
ah)c assistance to this industry by manu¬ 
facturing some of the vital compo¬ 
nents needed by it. 

The seventies will no doubt sec the 
widespread use of computers in this 
country, and it follows that the demand 
for trained personnel is bound to in¬ 
crease sharply. Some enterprising per¬ 
sons have already correctly aNsessed the 
changing climate with the result that 
mushroom shops have cropped up in 
the metropolitan cities to train persons 
in the use of computers. Not all of 


I'jir IMIA relating to the actiuil pro¬ 
duction of sugar in 1968-69 arc not 
a\ailablc. But it is possible to sav. 
with the provisional figures that have 
heen published, that a record output ol 
lakh tonnes was achieved in 
spite of a decline in production of 
Uttar Pradesh and Bihar to 14.40 lakh 
tonnes from 17.46 lakh tonnes in 
1965-66, which was the previous season 
in which the earlier record of 35.32 
lakh tonnes was seemed. This success¬ 
ful perforni'ince was due to the fact 
thiit Maharashtra, Andhra Pradesh, 
r.imil Nadu and Mysore produced 
between themselves as much as liS.50 
lakh tonnes against 14.58 lakh tonnes 
three years earlier. 

A large cane c.*op and the absence 
of any diversion for conversion into 

gur and khandsari were helpful in 
creating an abundance of sugar and 
pushing down sharply its price in the 
open market. As the government was 
feeling its way cautiously in the earlier 
months of last season and releasing 
only limited quantities of sugar it came 
about ultimately that the carry-over 
into the current season improved to the 
very high level of 12.55 lakh tonnes 
from 4.49 lakh tonnes at the end of 
1967-68. The despatches of sugar 
from factories in 1968-69 including 
those for export were quite satisfactory, 
being 27.52 lakh tonnes. As there 
were shipments of about 90,000 tonnes 
to preferentiai overseas markets it is 
reasonable to presume that internal 
consumption was around 26.50 lakh 


them may be qualified or equipped to 
handle this complex tUNk of training 
persons in compuur techniques. It is 
good that IBM has decided to assume 
responsibilit) foi starling training 
courses which will provide cxpertcnce 
on machines (such I40h which can 
be pul to use imnicdialcly. Ccriain 
problems relating to automation such 
as programming require a considcrabK 
large numbers ot nKin-hout>. As rosi 
per man-hour »n the US.A and Kurope 
IS much higliei lhan in this countrv. 
It will be possible foi us \o earn foreign 
exchange if we can handle these prob¬ 
lems by building up properly liained 
perstninel 


lonne.'^, i(Highly ihe peak le\el loiiehcd 
in 1965-66. It mav iiol he wrong lo 
siiy that a largei qiianliiy would luoe 
been absorbed b) I he home nnrkct if 
there had been liberal leleascs in ihe 
earlier months. 

This gi\es rise lo the question, what 
are the prospects for a fiirlhcr increase 
Ml consumption in the current season 
and how the phenomenal (.utpiil of 42 
lakh tonne.s, that is likely to be ic- 
corded, will be ’^^irketcd? With libe¬ 
ral releases of even 2.75 lakh tonne.*' 
nionlhiy on an average, actual consump¬ 
tion in 1969-70 can easily be 33 lakh 
tonnes especially ;is there should have 
been a normal growth in consumplioii 
by five pci cent yearly as compared to 
1965-66, not l(' speak of the larger 
purchasing power of tlic agricultural 
income groups and exlensit^n of the 
sugar habit. But there is also abun¬ 
dant availability of gur and khandsari 
at cheaper prices and with the industry 
and trade still to change ll cir methods 
of marketing in the interior areas, it 
would be a significant development if 
a breakthrough in consumption of re¬ 
fined sugar was established even wiili 
low'cr gur and khandsari prices and the 
intake of all the three sweetening agents 
improved substantially. 

Some may well doubt whether the 
industry would be able to produce 42 
lakh tonnes, 6i lakh tonnes more 
than in the previous season. This 
spectacular target can be reached as 
even with Uttar Pradesh and Bihar re- 


tx:;itIng onU then [XMlorni.iiioc ol 1965* 
60, an output of 38.5t> lakh tonnes 
can bv easily secured. In Maharashtra 
and the (hiee southeiii states there will 
be ad(iitiona) eapaeily tipan lunn the 
fact til It tile st.Hiding erop i% reporteil 
to be Ml excellent condition. These 
four stales will between themselves he 
accounting for 22 lakh tonnes in l%9- 
70 against !S 50 lakh tonnes in l9{wS-69, 
This la‘'k IS not impossible ol achieve¬ 
ment as 1‘anul Nadu alone is e\[>ected 
lo increase its oulpul by ovci (me lakh 
tonnes ii> 4.50 lakh tonnes, VUmv 
units have expandctl then capaci(> 

1 here will also be eomiinuHis cuishing 
and it is feared that even cane tendered 
.*l the factory gale liom the legislered 
aicas may not be fully absoibcd 

Iheie IS. (henjfoie. no leastin lo 
doubt the ability of the industry lo 
produce this huge quantity even with 
the existing capacilv. I here is no sh(»i" 
lagc of cane and Ihe bolllcnecks, if 
an\. would cnvjge only ifihe godowns 
are choked and tlieie was a crash m 
prices in the open matkel wLich made 
it uneconomical foi the mills toconliniie 
criisliing opciaiions with the paym nt 
of mmiinum prices lor cane. The In¬ 
dian Sugai Mills Associalion is nalii- 
rally womed about the marketing of 
huge quantities within the country and 
increasing exports wilhoul incurring 
heavy lo‘scs. Even assuming that des¬ 
patches from tile factories in respect of 
quotas tor levy sugar and for free sale 
amounted to 33 lakh tonnes in 1969-70 
there will be a surplus of nine lakh 
lonnes. Ihis quantity, along with the 
carry-over of* 12.55 lakh tonnes, will 
result 111 a heavy accumulation of stocks 
of 21.55 lakh tonnes at the end of Se|> 
icmber this >ear. It has, therefore, been 
suggested that apart from exports of 
95,000 tonnes to the prcferciuial mar¬ 
kets in USA and UK the losses on which 
arc borne by the industry, there should 
be additional exports of 2f lakh 
lonnes with the government pro¬ 
viding the necessary subsidies. But it 
is being estimated that there will be a 
loss of Rs 14 crorcs if attempts were 
made to fulfil the quota of 2\ lakh 
tonnes under the International Sugar 
Agreement. This loss of about Rs 600 
per tonne will have to be incurred 
as sugar prices in the world markets 
arc not rcm.unerativc and with the 
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lM^»h cosi uiiic aod sLiK taxes, the 
actual pnee re.il'scd nn exports docs 
not ct>\e» the co'j t»l taiie 

I he yi*\entiuc»)l will ruM be aillermi-^ 
iKi utliK'iion in Its level)lies b\ :ih- 
M>i binjL'ihelo^sorKs Mcfoicsa^ 
the revised esI'iiMles )«n' 1969-7(1 and 
(he bndj'el e>lin(:iles t’oi 1970-71 aie 
l«kel\ (M stcine bn- the e\el»ci|iier 
much a^ l<s T/s ei*»res a'.sunnne. lluii 
ihficH lithe latehtinee in the (hhalarmi 
dnh and iheie k not nuich dilleitiKV 
belvveen pticen bn !cv\ sueai ami those 
bn Met ',de In I lie biideel esinnalC'' 
loi l969-"'()ihe receipts iintlei Mii^ai e\- 
ii-^e <lin\ liad been placed :il only Ks 
S4 Of? cu>n*s I he liuhan Sin’ar Mills 
Assoeiaiion I. not. iluietoic wionji in 
savii’Clhal lilt. addiliiMial icNCnucs v\lll 
Iv ‘d I he oulei ol Rs T'v iioics in 
h\o V"ai' and the eoxeiiin'ent can beai 
hiliN the losses that 'vill he siisiaincd in 
e\p*n!s .ind eain \abi*ihle lorcign 

exchange anuuimm^i to Rs 15 crores 
III is uoiiUI mean that exports of 3-50 
takli tonnes ci»uld he lei^ularlv clVcclcd, 
and even unproved, a the lt>sses could 
Iv inininnseil io sonic exienl with the 
states agrccinji to waive tlic revenues 
realised h\ them t>ii suiiar exports 
throiiizh the lev> t)!' it cess on uinc 
ciiished h> mills. The slates too will 
not he lost rs as their share oT the excise 
du(> Hill iiureasc siibstantiaOv and il 
would he iidvisahle io help the iiulusliy 
i4> miiiPliitn output at a iiiuh level iind 
enable iiiowei . to realise lai^'e aiviounis 
out ill' cane supplies. 

Even iT expm ts could he aepped up 
to 1' 1,1 Ida u Ml IKS and there was an 
mciease in internal consumptiv>n to 
lakh lonnes. ilu'ie would still he a 
surplus of 5 lakh tonnes which would 
losuh IP a fuilhvi accuirutalion o\ 
sliH'k % mak>n»» the c*in\-ovei inu> the 
ne\i season IS lakh lonncs. riie 
piohlem 4>l uMiniaiinne such huce 
stoeks Will pit'M u> he an iiUidLriible 
hindcn o\\ the indiishv I Ik Imaneinc 
i>l these sb)eks .M t t'ari.eular siaiic m iv 
also crciue unexpvcied ibOicuiin^ s foi 
main milmi’ nulls as w ,ih an (Uiiput of 33 
lakh tonnes ti» ihe In si s.\ mornhs oT 
l9(»9-70 a.' lOmnaKi) lo c.<> lakhtonn s 
in I96S‘ 09 1 here iaii he inciease' in 
stoik^ It) ;» maximum level 49*29 kikh 
U'PiKs h\ he end *>!' Mcich |9"'o li 


Is ilssiuncd I lull there will ho releases 
on an average of 2.75 lakh tonnes eVery 
month durini! this period. If there 
were exports of one or two lakh tonnes 
Stocks will still he 27 lakh tonnes which 
will reejuire libeial assistance from the 
l>;inking sy^tem. There may also have 
to be a rcduciKXi in margins against 
advances as olhenvisc there will be 
serious delays in payment of dues to cane 
Prowers and f'urlhcr crushing opera¬ 
tions a I SI' may I-k; jeopardised 

I he government will, therefore, have 
to wake up to the realities of the situa¬ 
tion and adopt new^ policies which will 
iisMMV (he miintcnancc of sugar pro¬ 
duction ill high levels and result in the 
huilding up of ii sizeable export trade. 
If It is decided that there should be 


tio reduction in cane prices, the prices 
of sugar for controlled distribution will 
have to be suitably revised in order to 
ofTset the increase in costs (hat has 
taken place in recent years and the bur¬ 
den of interest charges. It would be 
far more advantageous to revise prices 
for levy sugar and ask the industry to 
maintain heavy stocks instead of creat¬ 
ing a buffer pool which may result in 
new complications. It must also be 
borne in mind at the same time that no 
advantage will accrue to the iudustrv on 
account of the release of quotas for free 
sale as a situation may arise in which 
open m irkci prices may even be lower 
than those for controlled distribution 
The govcrnnicnl should be prepared to 
tackle a critical situtition that mav 
emerge in the sugar industry. 
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RIGHT TO PROPERTY 

DR A. APPADORAI 


On December 21,1969, the following news 
item appeared in The Hindustan Times : 
Right to Property ‘must go*. The ‘‘Young 
Turks” have called for removal of the right 
to property from the Fundamental Rights 
to end the obvious discrimination against 
the rural sector in favour of industrial and 
urban property. 

A speaker in the (New) Congress Subjects 
Working Committee meeting at Bombay, 
on December 28, moved an amendment to 
the economic policy resolution “pleading 
for the abolition of property rights guaran¬ 
teed in the Constitution”. 

Strong Romctlon 

A strong reaction against such radical 
ideas was voiced by Mr A. B. Vajpayee, 
President of the Jana Sangh, in his presi¬ 
dential address at the 16th session of the 
Jana Sangh at Patna on December 28, 
1969. He said that the proposal to delete 
the right to property from the list of funda¬ 
mental rights was extremely dangerous. 
Whatever the intentions of those who had 
mooted the suggestion it was sure to lead 
to forcible confiscation of property. It was 
the common man who was likely to be hurt 
most by such action. The Indian people 
must resolve to defend this right. 

Whatever be the motive for the demand 
for removal of the right to property from 
the Fundamental Rights, the subject obvi¬ 
ously merits public discussion. Radicalism 
expresses itself in various forms and a 
vigilant public in a democracy must go to 
the roots of proposals before they approve 
or disapprove of it. 

What is the right to property? What is 
its rationale? 

According to a well-known author, 
Noyes, “Property is any protected right or 
a bundle of rights (interest or thing) with 
direct or indirect regard to any external 
object (i.c. other than the person himself) 
which is material or quasi-material and 
which society permits to be either private 
or public.” It is connoted by the legal 
concepts of occupying, possessing or 


using. The right is enforced by c.Ncluding 
entry or interference by a person not legal¬ 
ly entitled. The same distinguished author 
explains that “all physical manifcstaticms 
capable of being detected, localised and 
identified can be the objects of property. 
Land, houses, jewellery, furniture, money 
arc obvious forms of such physical manifes¬ 
tations. In modern civilized societies only 
one exception has been made among these 
physical objects which arc not legally ap¬ 
propriable as property, vi/. human 
beings ihemseb'Cs (after the abolition of 
slavery).” 

As Justice M. Hidayatullah points out 
in his now famous judgment in the Goluk- 
nath ease (1967) the right to property, in 
its primordial meaning, involved the acqui¬ 
sition of a free object by possession and 
conversion of this possession into owner¬ 
ship by the protection of the slate or the 
ability to exclude interference. At first, the 
strong man took whut he could and kept it 
as long as he could from others. One could 
call anything his own so long as a strong¬ 
er man did not take it away from him. 
The rise of settled governments gave pro¬ 
tection to the right of property, and the 
notion also grew that not only a person 
could acquire and use property but also 
bequeath it to his children. 

Twofold LImitaClont 

As indicated earlier, (he right to property 
is held to include the right to the un¬ 
hampered use of one's gains, whether land 
or goods, the right of e.xclusive use, the 
right to de.stroy and the right to alienate by 
gift or exchange during life and the right 
to bequeath. But those who want to abolish 
the right to property conveniently suppress 
one basic fact of history: the history of the 
right to property has been the history of the 
limitations on its use. These limitations 
arise from the twofold aspect of property, 
individual and social. As the Papal Encycli¬ 
cal of 19.31 pul it well: “The right to own 
private property has been given to man by 
nature, or rather by the Creator Himself, 
both in order that individuals may be able 
to provide for their own needs and those of 


their families, and also tliut by means of it 
the goods which the Crcator has destined 
for the whole human race may truly serve 
this purpose.” 

It follows fiom iliis that men must take 
into acciuint m this matter not only their 
own advantage but also the common good. 
To define in detail the noccssaiy limilations 
on the right lo pf\r|>eriy is an important 
function of government. Thus all modem 
states have laws regulating (he transfer of 
profTcrty in order lo ensure that the tiansfer 
is made between pcistms possessing at the 
lime mature reason, without tiTcrcion and 
wilhoiil wilful orcaieless misicprcsentatton. 
Similaily they regulate inheritance and be¬ 
quests in order to see that reasonable ex¬ 
pectations on the part of the mcmbcis of 
a family arc not upset and^ generally, lo 
see that the social virtues of thrift and 
industry arc not allowed to decline. 

HBfulatory Factor! 

They also regulate its use in a variety of 
ways. A houseowner has to conform to 
regulations regarding house construction; 
he cannot refuse to conned his house willi 
the underground sewage, and so on. 

Why is it then the proposal for the aboli¬ 
tion of the right is made? The answer is, 
it is considered, erroneously, that without 
its abolition equality is impossible. The 
error is twofold: first equality is defined in 
absolute terms- an idea which historical 
experience shows to be an impossibility. 
Even if we have a clean slate to start with, 
men's differences in need and capacity are 
too great to enable equality of wealth to be 
maintained for any length of time. 

“Render possessions ever so equal” said 
Hume, “men’s different degrees of art, care, 
and industry will immediately break that 
equality. Or if you check these virtues, you 
reduce society to the most extreme indul¬ 
gence.” 

Equality can only be, in practical terms, 
a relative concept. 

Second, it is feared that vested interests 
will make the reduction of economic in¬ 
equalities impossible and achieve relative 
equality. It is sufficient to say that the eco¬ 
nomic history during the last one hundred 
years in Britain* the USA, Sweden. France 
and elsewhere—specially since democracy 
developed—belies this fear. For that his¬ 
tory shows conclusively that democracy 
develops from the political field to the cco- 
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nomic one »nd poiiitcsil freedom i% u^d to 
Achieve 0 better distribution of wealth and 
to reduce economte inequalities. In all these 
countries, the middle classes have grown in 
numbers and indeed they arc larger in num* 
her than cither the rich or the poor. There 
is no reason why in developing countries 
tiH> the same process should not be repea¬ 
ted, provided democracy is given a chance 
to work. 

Historical experience justifies the conclu¬ 
sion (hat the right to property is based on 
the need for the development of personality. 
Fven a socialist writer like H J. Laski con¬ 
cedes lhal if properly must be possessed in 
order that a man may he hi'i best self, the 
existence of such a right is clear*’. 

The rationaic of the right to piopcrty 
can be staled briefly in some such form as 
the following : (a) The right to own private 
properly is derived from human nature, 
not from man and tlie state has by no 
means the right to abolish it but only to 
control its use; (b) men in general need an 
incentive to iaboui; the power to acquire 
properly supplies such an inccnive; (c) 
piopcrty is the return made to the individual 
for crTort; (d) it is the nurse of virtues essen¬ 
tial to society, such us love of one’s family 
and inventiveness; and (e) historically 
speaking, progressive societies have been 
those built upon the regime of private 
property. 

Commpn Spne* Prpvallt 

Some of the rcudcis ol this journal, at 
least, will remember that it k considera¬ 
tions of this kind that led our C’onstitucnt 
Assembly to make provision foi protection 
of the right and \or the payment of just 
compcnsati 4 >n if it is acquired by the state 
for public use. The discussions were long 
and animated: common sense ultimately 
p cvailed and Ailidc is the result. It 
■stales inft^r ulut ihui no pers 4 >n shall Ik de¬ 
prived of his property save by authority 
of law. 

**No properly shall he compul&orily ac¬ 
quired or requisitioned save for a public 
purpose and save by authority of a law 
which prosides for comtKnsation for the 
property so acquired or rcqui.silioned and 
cither fixes the amount of the compensa¬ 
tion or specifies the principles on which, 
and the manner in which the comficnsa- 
tion ts to be determined and given; and 
no such law shall be called in question in 
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any court on the ground that the com- 
peasatfon provided by that law is not 
adequate.*’ 

In commending the draft Nehru made a 
historic speech in tlic Con.stitueni Assembly 
on September lU, 1949. He said that there 
were two approaches—one from the point 
of view of the individual's right to property 
and the other from that of the community’s 
interest or right in that property; but the 
two approaches did not necessarily con¬ 
flict with each other. ‘Tf we have to take the 
properly, if the state so wills, we have to 
sec that fair and equitable comiiensation is 
given. ... No community should injure and 


In his ai title, “Nuclear Power 
Planning in India” by Mr R. L. M. Patil 
appealing on pages 434-4.16 of Lastvrn 
Hconnmist of September 5, 1969, the 
author has attempted to bring out the need 
and urgency of India pursuing a vigorous 
programme of atomic pciwcr development. 
There can be no dilTcrcncc of opinion 
in this regard among knowledgeable and 
thinking people. 

Me has made an analysis of the present 
trends of nuclear power installations in 
various developed countries to emphasize 
the important fiiiiirc role of this form of 
power. His case would have been much 
stfoiiger had lie taken recourse to recent 
data rather than to the estimate made at 
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invade the rights of the individual unless it 
be for the most urgent and important rea¬ 
sons”. 

it is interesting, finally, to note that a 
limited right to private property is also re¬ 
cognized in the Soviet Union as may be seen 
from Article 10 of its constitution : “The 
right of personal properly of citizens in 
their income from work and in their sav¬ 
ings, in their dwelling house and auxiliary 
husbandry, in household articles and uten¬ 
sils and in articles for persona! use and 
comfort, as well as the right of inheritance 
of personal property of citizens, is protect¬ 
ed by law.” 


the time of the third conference on the 
peaceful uses of atomic energy held in 1964. 
Data given in Table I below will clearly 
show !hut the rate of growth of nuclear 
power plant installations is significantly 
higher than that shown in the article 
under reference. 

It will be seen from this table that 
between 1966 and 1973, the capacity of 
nuclear power plants in all OECD coun¬ 
tries will increase from 6.74 million kW 
to 73 million kW (compare the figures of 
4 2 million kW in 1965 and 20.8 MW in 
1970, excluding India given in the article 
under reference). In Europe and the United 
States, increasing proportion of new- power 
plant installations are nuclear power sta- 


Tabll I 

CAPACITY OF POWER PLANTS OF O.E.C.D. COUNTRIES (MW) 


Year 


l %6 

1967 

1968 

1%9 

1970 

1973 

Luropcunl 

Total 

211.8 

227.4 

246.2 

263.5 

283,8 

338.8 

or.cD j 

Nuclear 

4.5 

5.5 

7.3 

8.5 

11.2 

18.7 

Canada 

Total 

30.8 

33.0 

.. 35 6 

38.2 

40.6 

49.8 


Nuclear 

0.2 

0.2 

0.2 

0.2 

0.2 

2.0 

USA 

Total 

266 8 

285.9 

313.4 

333.2 

355.9 

439.0 


Nuclear 

1.9 

2.4 

3.8 

6.7 

13.1 

49.8 

Japan 

Total 

43.4 

49.2 

52.2 

57.9 

64.0 

79.6 


Niicleai 

0 

0.14 

0.2 

0.2 

0.5 

1.2 

2.5 

Total OrCD 

Total 

552.8 

595.5 

647.4 

692.8 

744.3 

907.2 


Nuclear 

6.74 

8.3 

11.5 

15.9 

25.7 

73.0 


Source : Tl»c Electricity Supply Industry-—19th Enquiry (I969)-^ECD. 


AECs Role Hust be Reappraised 
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tions. Nearly 30 p^r cent in 1969-70 and 44 
per cent in 1970-73 of all new power plants 
in the United States will be nuclear power 
plants. According to estimates of IAEA, 
the total world capacity of nuclear power 
plants will be 130 million kW as against 
80 MW given in the article and, by 1980, 
this figure is expected to be 250 million k W. 


Table II 

RECENT ORDERS BY USA FOR 
NUCLEAR POWER PLANTS 



No. of 

Capacity 


stations 

(MW) 

1966 

21 

16,618 

1967 

31 

25,570 

1968 

17 

15,555 


Reasons for reduction In 1968 ; 

(1) Delays in completion of earlier 
orders. 

(2) Suppliers’ order books are full. 

(3) Escalation of prices. 

Source : Atom : July 1969. 


WORLD FORECASTS OF NUCLEAR 
PLANTS 


1975 

130,000 MWe 


(IAEA) 

1980 

250,000 MWe 


(Atom UK). 


In the long-term national interest, we 
cannot afford to lag behind in the develop¬ 
ment and use of nuclear power. Having 
built up the necessary organizalional in¬ 
frastructure in this new branch of science 
and technology, it would indeed be a pity, 
if progress is slov’cd down owing to lack of 
adequate finanefa] resources. Science and 
technology, presently and in the coming 
years, will largely centre around atomic 
energy, electronics (including computers 
etc.) and space research. Despite our mea¬ 
gre resources, we should strive to maintain 
a leading position in these fields. In so far 
as nuclear power is concerned, it is already 
competitive with conventional power and 
should not be regarded as too heavy a 
burden. 

Having said that, I feel that there is an 
urgent need to review certain general and 
organizational aspects of the electric power 
industry. The programme of nuclear power 
in India has been the exclusive preserve 
of the Department of Atomic Energy; 
perhaps, it will not be an exaggeration 
to say that the Central Water and Power 
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Commission (India’s top organization con¬ 
cerned with power development) and the 
Department of Atomic Energy arc “not 
on speaking terms’'. From every point of 
view thi.s is not in our national inteicst. 

It is a short-sighted policy for the Atomic 
Energy Department to act as the sole sup¬ 
plier and for the electric power industry as 
the rncic purchaser of nuclear power as 
though it were distinct from conventional 
power. It is of utmost importance that the 
participation in nuclear power development 
activities is broadened and the CWPC as 
well as the slate electricity boards arc close¬ 
ly as.sociated with nuclear pow'cr program¬ 
mes. Perhaps, the fact that the Maharashtra 
State Electricity Board has delayed the off¬ 
take of its quantum of power from Tarapur 
can be indirectly traced to the absence of 
collaboration between Atomic Energy De¬ 
partment and electricity hoards at technical 
and managerial levels. 

Excellent Co-operetion 

In the United Kingdom, it is true that the 
Atomic F:ncrgy Commission developed the 
early installations including the Caldcr 
Hall units. The objective at that lime was 
nor power production, hut plutonium. How'- 
cver, all the later stations in the United 
Kingdom arc being built and operated 
by the Central Electricity Generating 
Board. There is, as fai as wc aic able to 
see, excellent co-operati »fi and joint work¬ 
ing bctw'ccn the Central Mcclricity Generat¬ 
ing Board, Atomic I nergy Commission 
and electrical manufacturing indusfiy. 
Similarly, in the United States the public 
utilities arc the ones engaged in the 
construction of nuclear power stations. The 
atomic energy commissions in these coun¬ 
tries concern themselves in research and 
development work and .provide guidance 
to the utility industry when necessary. 

It is hardly necessary to explain that such 
broad-based effort would contribute to 
rapid development. Let not individual 
agencies in India shut themselves up in 
their own shells and let us encourage co¬ 
operation and joint working. Close associa¬ 
tion between the Atomic Energy Depart¬ 
ment and the CWPC will, undoubtedly, 
promote cross-fertilization of ideas and 
serve larger national interest. 

It is also pertinent to refer to the present 
relationship between the CWPC and the 
state electricity boards, which are none too 
conducive to development. To an extent. 
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this lack of rapport arises from the centre- 
state relations and is therefore a political 
problem. Nevertheless, engineers and 
managers concerned w ith the electric power 
industry could and should lake the initiative 
and cndca-'our to work out a co-ordinated 
national po\\<fr programme. 

Thei-c is the cirntrovcisy between ilte 
Planning Commission and the Ministry of 
Irrigation and Power as regards the alliKa- 
tions under power dc\elopment and iIhs 
anticipated needs of installed capacity in 
the fourth five year Plan, I t)r scveial years 
now, CWPC and other agencies have been 
systematically and continuuKy working on 
load demand surveys; and the methodology 
and principles of load forecasting arc cer¬ 
tainly well csuihlished. It is therefore a 
matter of surprise that wc arc unable to 
agree on our future requirements of power. 
These conflicts can be easily resolved, if the 
CWPC, electricity hoards and concerned 
agencies including major consumers team 
to work together. 

Ne«d for tfflcloncy 

While adequate steps should be taken to 
augment the capacity of power systems to 
meet future power demand'*, much benefits 
can be immediately realized, if urgent con¬ 
sideration is given to the scope and possibi- 
tics of improving the cfiicicncy and econo¬ 
mics of the existing stations and networks. 
What I have in rn-nd is the examination-in- 
depth of such questions as: (i) Is it not 
possible to reduce the present margin 
between installed capacity and the maxi¬ 
mum demand so as lo make moie effective 
use of the available capacity? (ii) Are costs 
incurred in the construction of power 
plants and facilities reasonable? (iii) Are 
we deriving the maximum pt^ssible benefits 
by integrated operation, wherever power 
plants arc interconnected? (iv) Fuel eco¬ 
nomy and thermal efficiency of power sta¬ 
tions; (v) What should be done to the pre¬ 
sent relatively high energy losses in trans¬ 
mission and distribution sy.stems? (vi) 
Management of power systems to ensure 
maximum economy. 

The importance and urgency of these 
studies will be apparent, if it is pointed out 
that many of state electricity boards have, 
for years, been working in deficit. The usual 
explanation that the losses are attributable 
to the extensive rural electrificalion facili¬ 
ties established by the boards may not stand 
detailed scrutiny and it is more likely a 
kind of self-deception. Even if the losses 
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arise from rural ctectr)fH.iition, it would be 
a valuable exercise to ascertain prcciiicly 
such i>nd those' arising from 

oiher causes m> that the overall 
icsiitts (>r woikirig of the state electricity 
boards can be correctly judged. 

experience, vxoild over, is that clcc- 
tiic power industry is always u safe invest¬ 
ment. Provided it is managed wisely, 
thcic is no liA of incut ling losses. Some 


of the developing countries in the ECAFE 
region arc operating their power systems 
very well. They arc not only able to meet 
all their capital and working expenses, but 
arc also able to earn a sizeable surplus 
which they use for further augmentation of 
capacity. With the manpower and talent 
resources uvaitubic to India, there is no 
conceivable reason that she should not be 
able to (In better than any other country, 
developing or otherwise. 


Econometrics Has a Great Future 


K. R. NAIR 

Affociate Profasior, West Virginia Wesleyan Colleget USA 


In i.Aifc October this vcai two Luropcan 
economi‘vl'» were awarded the fust Nobel 
Pi’i't' in rcotioniu,s. Since the NoItcI Prize 
was insliiiited in 1901 I c^>^omlc^ has been 
the (Mily new field auvlcd to the awards. 
Whiii an honour for the science? Ragiuir 
!*f Kth t>f Norway and .Ian Tinbergen of the 
Netherlands shaicd the ^<72,700 prize for 
developing the new science of l.conomc- 
irics. I conomics today has become the 
most advanced and most sophisticated ol 
all the social sciences. And the gieat advance 
the science has made in the oast four de¬ 
cades reflects the powers of theoretical 
analysis in three related areas: explanation, 
prediction and control of economic pheno¬ 
mena. 

All sciences try to explain phemmena 
in thcii particular fields; economics 
attcmpls to explain economic phenomena. 
And, by economic phenomena arc meant 
such things as: unemployment, poverty, 
inflation, economic giowih and develop¬ 
ment, jnequalities in income distribution 
as among individuals and geographic re¬ 
gions, balance of payments discquilihiia, 
etc. 

Sutitfaettry Explanation 

Is economic theory capable of oflering 
reasonably satisfactory explanations to 
these diverse problems? To be inoie speci¬ 
fic, can economics explain the causes of 
unemployment? Has the science develop¬ 
ed theoretical tools capable of analyzing 
the major determinants of inter-personal 
and inter-regional income ditfcrcnces? 
Do economists know why international 
economic arrangements break down? 
Why is it some parts of the world, parti¬ 
cularly the industrially advanced countries 
of the west, have very high per capita 
incomes while most of Asia, Africa and 
Latin America remain relatively poor? 


What arc the factors which explain why the 
capitalist economics of the wcstcjii world 
have f>ccn continually plagued by economic 
depressions during the past 150 years? 
Why is it that centrally planned economics 
like those of the Soviet Union have been 
able to achieve high rates of growth at 
least in the early years of planning? What 
accounts for the fact that India, in spite of 
almost two decades of central planning, 
has not been able to make much headway 
in raising per capita incomes to any signi¬ 
ficant extent? These and myriad other ques¬ 
tions of vital interest fall within the realm 
of economies. In all these areas, though 
economics cannot come up with complete 
answers, rational explanations can be of¬ 
fered. 

Predicting the Future 

If economic phenomena can be explain¬ 
ed, the second task of theory is to be able 
to predict the future course of economic 
events with a reasonable degree of accu¬ 
racy. In this area, too, great advances have 
been made dining the past few decades. 
One of the worst maladies of capitalism 
has been the recurring booms and depres¬ 
sions at least in the industrially advanced 
western hemisphere. These economic fluc¬ 
tuations have had their impact on almost 
every non-socialist country in the world. 
This is proof ol the fact that practically no 
economy is immune to what is happening 
in the rest of the world. What are the causes 
of these violent fluctuations in economic 
activity? What arc the cures? Can econo¬ 
mists predict in advance whether there will 
be a recession, depression or an inflation? 
If they can, how accurate are the pre¬ 
dictions likely to be? TIte tremendous pro¬ 
gress made in this regard is attested to by 
the fiict that ihe American economy, the 
most advanced in the world, has not had a 


major depression since the end of the se¬ 
cond world war. 

Economists in the United States are 
continually improving their tools of ana¬ 
lysis. After examining the behaviour of 
literally hundreds of economic time series 
data over many decades, they have selected 
eight of the most reliable ones as leading 
indicators of future course of economic 
events. These leading indicators such as 
business failures, industrial common stock 
price index, new orders for durable goods, 
residential. commercial, and industrial 
building contracts etc, are being watched 
carefully since it is they which start down¬ 
turn much sooner than coincident indica¬ 
tors like unemployment and corporate pro¬ 
fits or such lagging indicators as personal 
income and sales by retail stores. Forecasts 
of business activity, though not very accu- 
I'Qie, are quite possible within some margin 
of error. Economics has, thus, come a long 
way since the 1930s when no such fore¬ 
casts were possible. 

Corractive Steps 

Thirdly, if economic phenomena can be 
explained and if the future course of eco¬ 
nomic events can be predicted, then, the 
government ought to be able to take cor¬ 
rective steps to control undesirable trends 
if the economy i? drifting in such directions. 
To give but one specifle instance: suppose 
there is a threat of inflation. Despite dif¬ 
ferences of opinion among economists as 
to specific details of what causes inflation, 
there is substantial agreement on the gene¬ 
ral contributing factors. For example money 
supply is a crucial variable. No respectable 
economist would deny it. Therefore, regu¬ 
lation of money supply by the government 
or monetary authority is a necessary cor¬ 
rective step to control inflation. Economists 
can point it out. Whether the required 
policy will be followed or not depends 
on a whole host of extra-economic consi¬ 
derations. 

Similarly, there is substantial agreement 
among economists as to the desirability 
of free, unrestricted inter-regiona! and 
international trade. Economists can, again, 
point out the steps to free international 
trade from artificial barriers. Whether the 
desirable policy will be followed, in regard 
to controlling inflation or freedom of trade, 
depends on the willingness of statesmen 
and administrators and also of the general 
public. The essential objective of the fore¬ 
going discussion was to show how rapidly 



January 9, 1970 


EASTERN ECONOMIST 


59 


economic science has progressed in the past 
few years. 

It was mentioned that the very significant 
advance economics was able to make 
recently was due to the considerable 
refinement of theoretical analysis. But 
equally important is the faci of the 
development of inathcmaiical econo¬ 
mics and the new scicr.ee of cco- 
nomcttics. The latter is new in the sense 
that it was developed in the thirties of ihis 
century. A .science like economics has 
limitations; and they arc very severe limi¬ 
tations too. Today, physical sciences arc 
the most advanced; then come biological 
sciences; and lastly social science . 

Partial Explanation 

One important reason lor this pheno¬ 
menon may be that the best brains are 
applying themselves to physical and biolo¬ 
gical sciences. But that is only a partical 
explanation. Many great men of science 
are sure to find social sciences intellectually 
unchalicnging. But, in another sense, social 
sciences arc the most difficult pursuits. 
There is an interesting anecdote related in 
Sir Roy Harrod’s biography of John 
Maynard Keynes, the most famous econo 
mist of this centuiy. Keynes was having 
dinner with Prof. Max Planck, the genius 
who was responsible for the development 
of quantum mechanics. Planck told Keynes 
that he once considered going into eco¬ 
nomics but gave up the idea because eco¬ 
nomics was too difficult. Keynes repealed 
the story to a friend in Cambridge, England. 
That was strange, the friend said, because 
some days, ago, Bertrand Russel had hold 
him that he did not take up ihe study of 
economics because it was too easy. Obvi¬ 
ously, w'hat Planck meant w'as not that 
economics was a difficult subject to master. 

The difficulty with regard to economics 
as with other social sciences arises from the 
fact it can, by its very nature, never be an 
exact science Physical sciences can be exact 
because there, the scientist is concerned with 
inanimate matter whose behaviour under 
different circumstances can be analyzed 
under controlled conditions. Biological 
sciences are more difficult because there 
the scientist is dealing with live matter 
whose behaviour is far more complex. 
Still, controlled experiments arc possible. 
In social sciences, the scientist is concern¬ 
ed with human beings whose behaviour 
under different circumstances and under 
the same circumstances but at different 


times is extremely dilficult to predict. And, 
controlled experiments are virtually im¬ 
possible. This is what makes social sciences, 
among them economies, extremely difficult. 

Another important reason why physical 
sciences and, to a lesser extent, bi<»U)t?ieal 
sciences have I'lccn able to develop fa*.t is 
the application of mathematical and stall - 
lical techniques. Jn social sciences, here 
again, the scope is much more limited, Of 
late, however, considerable progress ha^ 
been made in economics in this regard. 
Therefore, along with theoretical analysis, 
application of matlicmai icaf and statistical 
procedures has been responsible for the 
rapid progress of Cciinomics. 

riic new' science of rconometrics deals 
with the quuniilaiive aspccls of economics. 
Most of the economic magnitudes arc quan¬ 
tifiable. For instance, a demand curve shows 
the relation bclwecii the price of a com¬ 
modity and the quantity bought per unit 
time, other things being equal. Both price 
and quantity are measurable magnitudes. 
Similarly, a consumption function is sup¬ 
posed to show a fiincticnal relation between 
disposable incomes and consumption ex¬ 
penditures. Again, disposable income and 
consumption expenditures are measurable 
quantities. Examples can be multiplied. 

Mathematical Language 

Economic theory, by deducMh»n Iiypolhc- 
sizes that the quantity of a commodity 
bought per unit lime varies inversely with 
its price. And fhai consumer expenditure 
varies directly with disposable income. 
Here, as in many other instances, there arc 
dependent and independent variables; and 
there is supposed to exist a functional rela¬ 
tion bctw'ccn them. This makes it possible 
to formulate economic theory in mathema¬ 
tical language. For example, if it is desir¬ 
ed to consider the influence of several in¬ 
dependent variables on the quantity of a 
commodify bought per unit time, rnatha- 
inatical language helps. Then, the depen¬ 
dent variable, quantity bought can {ye trea¬ 
ted as a function of the price ol a c «>mmodi- 
ly, prices of related commodities, and dis¬ 
posable incomes. Such mathematical for¬ 
mulations arc possible in veiy many eases. 
Once economic theory is thus formulated 
in mathematical terms, statistical proccd- 
uies can be applied. 

The techniques of multiple ?egression 
make it possible to analyze the relative 
contribution of Ihe different independent 


variablcsi n the determination of the depen¬ 
dent \ariable. 'fhe various stq>s involved in 
an econcmrciiic study arc . selection of a 
problem; collection of data relavant to the 
analysis of the problem: foimulaiion of a 
h>PiUhcsis: ‘.cning up the statistical 
equations; caunation of nuiv.ciical coeffi- 
ciciiN t>| economic magnifudes such as 
demand and supply clasiiciiies, marginal 
projx'n aiy t:' v,».msumc. etc; and finally, 
test of the hypothesis 

Ixonomcliivs is tluis the application of 
mathcmiiii^al and sluiiaical pnvcduics h» 
solving cciMiomis piohicms. Ihcieforc, the 
nc\s suence i,> icallv applied economics, 
t conomcliics, lu'wcvci, is different from 
inathcmaiical econunnes. The latici is eco¬ 
nomic theory cxpic.sod m mathematical 
langu.’gc Ihcic is no esscniial difference 
hctwccii mathematical and non-mathcnuiti- 
cal economics. 

Econometrics is bcconiini’ incieusingly 
important because of its gicai pofcniial in 
economic piohlcm-solving. Numerous stu¬ 
dies have been made using econometric 
technupius in various ciuintries. One of the 
well-known studies is the cconcinctiic 
model of the United Slates by the Ameri¬ 
can ccrniomctrician, E. R. Klein. Jan Tin¬ 
bergen, the Nobel Euiircatc, has been con¬ 
centrating studies of iindct-developed 
economies recently and has helped .set up 
a large number of economic institutes in 
difl’crcnl parts of tlic world. Econometrics 
is a field that has great promise particu¬ 
larly in the foimulaiion of government 
pivlicy; for undcr-dcvcli>pcd economies, 
adopting development planning, the 
contributions the new science can make 
arc of great practical importance. 



Adolt age has been reduced to eighteen 
in the UK.--Report. 
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WINDOW ON THE WORLD 

LIBERALISM IN FRANCE 

JOSSLEYN HENNESSY 


-WfEK OF LIBIRAL THOUGHT” 

LONDON: 

A '’Wi-.KK of Ln'H-'riil Thounli’ ’ 
ccntly held in Lrance Itir the scctMid ycai 
ninnint?. Ihat the nation-wide pubhcilv 
jrivento the hrsl Week, held m !%«, was 
by no means universally friendly was sig- 
niiiLiint CMdcncC that even those hostile 
to Ijbeial thought lecogniscd the impof- 
lance of the new Week. 

Tin, vear ».ti(iti in had laigelv died 
av^ay and the Week le^pstered an niiqoali' 
lied success. 

The Pre.ident t)f the I reiKh A' ^oeia- 
lion ol U<*nomic Progress. M. Lue Uoui- 
cici de Carbon, organiser of' the Week, 
used in yea I * gone by to legivt Muil the 
liberals no longei have a pubbi \ 1 here 

is, however, ni>\v ii V lea I icvivaUt economic 
l.iixTahsiii HI prance, aiul last year s 
maiigiiratum ot the W'eek td Libeial Th¬ 
ought look place at an opportune mo¬ 
ment when the lealiiies of economic de¬ 
velopment hiul lx*gun to penC'rale the 
realm iif ideal a diameliicallv opposed 
revcisal of the trend, analogous in its 
breadth and importance which tollowcd 
the world crisis in the !d,M)s. 

An Illusion 

In the l'>30s. Liberal ihoiiglP seemed 
diH>med Planniiii*, dn igismo, collet.tiv ism. 
and sociali an m e.oneiiil. vveic on Mie up 
and ii|> I he treiul ol the PMO, evpte svd 
a philosophy which sought to lake away 
vom individual men, on the pretext 
making them more free, as ir ach v>f iheii 
iiKlivi<lual responsibilities and initiative 
as possible. D.vision-making was haiuled 
over to '’centres of social action” al¬ 
most incviiablv run by the state and the 
individual vvas suppos'd, hi his capacity 
as a citu.en ami elcctca*, to paiticipatc in 
“social decisi<>n-rnaking”. which was. of 
cvuirsc, an illusion. 

Today, It IS the colle.tive syuems which 
arc wavering, botl. in the countries in which 
everything was collectivised and in the so- 
called * ’mixed economies” where some 
freedom of moveruent remained to the 


cntrepicncur. The collective systems have, 
over the decades, demonstrated their 
mefhciency not only in production but 
alio in distribution, i.e. the sphere in which 
socialists found the supreme justification 
of then creed. These socialist systems have 
not achieved for the workers higher stand¬ 
ards of living, nor better working condi- 
lit>ns, nor greater individual and civic 
freedom. 

At the same lime while public opinion 
in all couiitiics is conscious of this set¬ 
back to collectivism, and while the facts 
reveal rising intcicst iii Liberal forms ol 
economic and social aclitin, the ideology 
ol' Liberalism has noi yet caught up with 
the current situation. Of course economic 
lliouglii is well abicast of tl;c developing 
trend towards Llbeialism. hiii it has haidly 
penetrated public opinion or the thinking 
of the man m the street, of whose views 
Lenin recognised the importance when he 
pioclaimed that ideas became material 
ftirccs when the masses absorb them. 

Lack of Public Contact 

To some extent the Liberals must be 
blamed for this lag in public appreciation 
t.)!' I he evolution of ideas, because they have, 
in general, written bvr specialists, and have 
lavkcd publicists able to interpret compli- 
c.ited ideas in ptipular language. The 
leaders of the LilKTal revival of the second 
half of the twentieth century have also 
paid insiifVicienl attention to the non-eco- 
nomic aspects of Lilx^ral thought, i.e. the 
social, cihical, and political aspects to 
which public opinion is particularly sensi¬ 
tive today. es)>ecially among the rising 
generations. 

The organisers of the french Week of 
Lrbcral Thmight stress that the new in¬ 
dustrial revolution, to which francc is 
committed by the pressure of realities, 
cannot be brought to fruition as long as 
there is widespread intellectual suspicion, 
indeed hostility, towards industry and 
commerce, which arc attacked as “cita¬ 
dels of profiteering and selfishness.” 

I have only space to run over some of the 
more outstanding points made by the 


numerous speakers at the Week’s confe¬ 
rence, which w'as remarkable for the di¬ 
versity of its speakers, some well-known, 
others making their debuts in public 
life. While some were veterans of Liberal 
thought, the presence of many others in 
their late twenties or early thirties showed 
that the ranks will continue to be lepleni- 
shed when the veterans retire. The French 
Academy was represented by the Chance¬ 
llor, M. Jacques Rueff, the Grand Old 
Man of French Liberal thought, who pre¬ 
sided over the third session and by Gaston 
Leduc, Professor of Law of the University 
of Paris, who presided over the fifth. 

Among Furopcan leaders present were 
amba sador Guido Colonna, Italian mem¬ 
ber of the Commission of the European 
Economic C'ommunity, and Robert 
Marjolin, for many years Vice-President 
of the Commission. Higher education w'as 
represented by Lmilc Claarsen of the 
University of C'ologuc, Henri Guitton 
of the T'aculiy of Law' and Political Eco¬ 
nomy of Paris, Maurice AJJais, Piofessor 
of the great French School of Mining, and 
many others of international distinction. 

ft 

Rcprcscntalion of the Liberal professions 
included Albert Briinois, leader of the 
iTcnch bar, Francois Lhcrmiltc, Profe¬ 
ssor of Psychiatiy, Dr Savy, President of 
the National Conference of Medicine; 
Andre Aumonicr, repre.scnting the Eu¬ 
ropean Foundation on Economics; and 
not least a number of outstanding indus¬ 
trial leaders including Louis de Vaux of 
Nickel, Picric dc Calan of Babeock-Al- 
lanlic. and Antic Bcnard of Fiench Shell. 

Stress on Morel Aspect 

The piugiuiiiiiiC of this year's Week 
ctincenirated on the moral, social, and ro- 
litieal aspects of Libeial thought, with spe¬ 
cial reference to European integration and 
to the problems of economic growth. 

No reasonable man, whatever his politi¬ 
cal faith, any longer denies the efficiency of 
Liberal methods in production and tech¬ 
nological progress. On the other hand, 
if recognition that Liberal economics are 
efiicient in production is general, critics 
attack the way in which they ensure the 
distribution of w'calth (this alleged failure 
is what is traditionally known as the “so¬ 
cial question") and the legitimacy of the 
psychological motives to which free eco¬ 
nomics appeal in order to stimulate eco¬ 
nomic activity (this is the “moral question'* 
which in recent years has come to the fore] 
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in controversy, whidi suggests that the 
importance attached to the social ques¬ 
tion has receded). 

The critics go on to assert that the Li¬ 
berals have condemned the state to laisser 
faire and laisser passer, i.c. to confine it¬ 
self to strictly political questions without 
any intervention In economic life, which is, 
in fact, a caricature of what the doctrinai¬ 
res of the Manchester School themselves 
maintained. The Liberals are not anar¬ 
chists; they have never denied the necessity 
of state action. 

II 

HIGHLIGHTS OF THE CONPEIIENC6 

What follows arc a number of outstand¬ 
ing points made by speakers at the con¬ 
ference, but I have not given their names 
since I doubt that they will mean anything 
to readers outside Europe. 

It is a fact that for a long time the Libe¬ 
rals seemed disconcerted, even convinced, 
by the criticisms of capitalism made in the 
name of “social justice”. They got to the 
point of wondering if the market economy 
did not in fact mean the ''exploitation of 
man by man” and working class poverty. 
They seemed overcome by remorse for the 
terrible conditions in which the masses 
lived in the initial stages of the industrial 
revolution. They seemed to forget that the 
Liberals of those days found themselves 
confronted with a new problem, and it is 
self-evident that the solution of a problem 
cannot precede its emergence. In those 
countries where the communists have 
been in power, far from having done better 
than the free economies, they have done 
worse. The worst sufferings of the 
working classes in Britain or France 
never equalled those inflicted on the whole 
Russian people for forty years, at the end 
of which the level of real wages remained 
substantially below that of French workers 
today, whose standards themselves are not 
among the highest in the non-communi>t 
world. 

It is not true that capitalism inevitably 
maintains working class poverty and obeys, 
as Marx claimed, “the law of the absolute 
pauperisation of the proletariat”, which 
the more devoted of his disciples maintained 
until, comparatively recently, they were 
compelled to bow to the facts of the capi¬ 
talist reality flourishing outside their fron¬ 
tiers. By creating mass consumption and 
practising Henry Ford’s policy of high 
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wages, capitalism demonstrated the fhlstty 
of Marx's prophecy. The most obvious 
example is that whereas before World War 
I ownership of a cur was limited, to the 
“wealthy", today car ownership among the 
working masses of the west is on such a 
scale that it has created the new problem 
of traffic congestion! 

The market economy is the only one 
which allows wage Ciirncrs to defend the 
price of their services by organising a 
labour market w*iih the aid of trade unions. 
Where market economies have disappear¬ 
ed, trade unions do not defend w'orkers; 
they police them in t!ic interests of the 
state. While it is true that some trade 
unions uphold ideologies which often 
lead them in directions contrary to their 
real interests, it is nevertheless a fact that 
free enterprise and free trade unionism arc 
complementary in a free economy. 

Best Conditions 

The social question ultimately is con¬ 
cerned with growth. There cannot be moic 
well-being if there arc not more goods and 
services, and it is the market economy, 
based on profit and competition, which 
creates the best conditions for more. French 
Liberals do not deny that it may be there¬ 
after necessary to intervene to ensure a 
more equitable distribution of the wealth 
produced. 

Catholics have been suspicious of eco¬ 
nomic Liberalism from the viewpoint of 
ethics. This is because many Catholic 
leaders have never studied the doctrines of 
economic Liberalism, of which they have, 
as it were, read the headlines without 
bothering to study the texts. 

The conflict between the Church and 
Liberalism arises because many Catholics 
have approached economic problems solely 
from the angle of their social repercussions, 
seeking to care symptoms without studying 
the mechanisms which produced them. 

Speakers at the Liberal Week maintain¬ 
ed that reconciliation between the Church 
and Liberalism was possible providing that 
the Liberals explain their philosophy, 
showing that it accepts Christian values, 
and providing that Catholics accept eco¬ 
nomic laws. That Catholics should wish to 
assess economic aims and behaviour is 
normal, but their criticisms will carry no 
weight unless they arc based on real 
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understanding and study of economic 
science. 

Is Liberalism to be condemned because 
It makes profit the principal motivating 
force of economic activity? Without in any 
w'ay depreciating the role of profit, it 
should be noted that the entrepreneur is 
inspired by many other motives, not least 
by the satisfaction of feeling himself the 
leader of a team to which he is linked by 
many links other than matcriid calculation, 
and by the satisfaction of knowing that he 
is providing innumerable employees with 
opportunities of fulfilling their capabilities. 

“ImmoraK* profits have no social utility; 
they emerge from abuses which it is the 
state's duty to counter, and it is indeed 
significant that these abuses tend to flourish 
in the economic sectors under state control 
more than in others. It is abuses such as 
these to which the Yugoslav Djilas refer¬ 
red in describing the perquisites open to 
the “new class" of slate employees, which 
amount to an exploitation all the more 
odious in that the individual under these 
regimes is deprived of all the individual 
lights of a citizen. 

Ill 

THE LIBERAL PROFESSIONS 

Those who follow the Liberal profes¬ 
sions work perhaps more than most others 
more directly in the service of their fellows. 
They arc in immediate personal contact 
with those whom they serve. The doctor 
and the barrister work to earn fees. Their 
existence does not depend essentially on a 
salary. 1 must here interject that this is a 
French viewpoint, still basically true of 
contemporary French society, but it is 
rapidly ceasing to be true of British doctors, 
who arc essentially salaried state employees. 
Private fees n>akc up a decreasing part of 
ihcir income. With the increasing spread of 
subsidised legal aid, the trend in the legal 
profession is also set towards ultimate 
dependence on the state. In France, how¬ 
ever, the incomes of doctors and barris¬ 
ters still come from their patients and 
clients from whom they expect payment 
for the services which they render. These 
professions arc, be it noted, competitive 
because the barrister’s client, like the 
doctor’s patient, is free to choose whom 
he will. 

The professions do not fail in their 
humanitarian vocation because they are 
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p«id for their work. On the contrary, they 
prove the possibility of the co<€xistence of 
moiiil motives which some critics claim 
that money payments firevent. Not only 
do money payments not prevent ethical 
cemduvr combined with economic services, 
hut they arc complementary, because he 
confidence of the client in his barrister or 
his dojior is based on the two simultaneous 
facts (ti) that he freely chooses his adviser 
and ih) that he pays ft>r the services ren¬ 
dered. 

That is why ih- conversion t>f the bar 
into u civil service would he the end of 
iuiticc. and t»f medicine would slow down 
thi advance of medical science. I hat is 
why it is wrong that social security should 
h:?lp to make the iMiieni ihink of himself 
as an aided person (or in old fashioned 
pre-wilfiire terms a “p taper”). 

W)tii I find St) rcjnarkuble about these 
views is ihtl they emanate from brance, 
the country hitherto regarded as the leader 
in llurope of stale* itiicrvenlion in general 
«nd the spread of social security in parti¬ 
cular. The fears expressed in the French 
Week for the tut lire of the Liberal profes¬ 
sions if brought under state control have 
already materialised to an appieciable 
extent in the United Kingdom, 

Role of cho Stoto 

Liherals, even those of the Manchester 
ScluHvI, have never situght to prohibit 
stale intervention in economic life. What 
lhc> sought to define were the mitnis of 
intervention, and to prevent the stale from 
monopipihinff the direvtion of all economic 
activity. 

The stale must concern itself with the 
explosions of production which occur 
periodically in histors, because they cause 
sutfering by dislocating the working of the 
existing sivial order, but the state must not 
counter sutferings by impeding economic 
expansion, especially today when virtually 
every country in the world seeks to 
expand the consumption of the masses. 

Inflation is rohlsciy, the creation out of 
nothing, for the benefit of minorities, of 
buying power, which does not represent 
production, and which allows those who 
receive it to obtain a ^pare of national 
production wiiht)ui pavingfoi it, which can 
obviously only be done at the cxjvnsc of 
others. The state must therefore slop in- 
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Ration rather than* as so often today, itself 
seek to benefit by it. 

Under the pressure of realities the 
French national Plan is being modified 
more and more in accordance with the 
pressures of a market economy open to 
domestic and foreign competition. The 
nature of French planning has therefore 
got to be changed. The Plan should throw 
light on, the consequences and costs of the 
choices made, it should release hidden 
potentialities by steering enterprises to- 
waidslhc rewards and risks of economic 
freedom, which serve to inform the people 
in their ciipacuics as economic agents by 
diffusing staiisiical and other information. 
This should reduce the intellectual and 
psychological resistances to change, which 
arc the basic obstacle to industrial ex¬ 
pansion. 

M. Jacques Rucff, Chancellor of the 
French Academy, presided over the de¬ 
bates of the third evening organised in 


WASHINGTON : 
INDIA is the biggest recipient of US aid 
despite Congiessnian Passman, not because 
of him. Nothing ever passes his scrutiny. 
He takes hisjob as Chairman of the Appro¬ 
priations Sulxonimittcc dealing with aid 
seriously, some would say too seriously. 
He combs the aid bill with his miscrocopic 
mind inflating each country's faults while 
ignoring its accomplishments. He revels in 
this distorted view of things. 

Looking at India through Mr Passman’s 
eyes can be quite amusing. I confess, J 
could not help laughing reading through the 
subcommittee's hearings. They always are 
almost a one-man show-. He does the ques¬ 
tioning virtually unaided. How one man can 
ask so many questions which, with ans¬ 
wers. fill two volumes of hearings covering 
2,814 pages is not easy to comprehend. 
And he docs it every year. 

Since India is big. and not always a 
friendly beneficiary of US munificence, it 
receives his proportionate attention. This 
year was no exception. W'hai caught his 
eyes was the Indian rat. He was after the 
rodent with a sledge h«nimer. If he had his 
way, he would close ail “spigots” (as he 
contemptuously calls them) of aid to India 
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association with the European Foundation 
on Economics. M. Guido Colonna, Italian 
representative in the EEC Commission, 
demonstrated that in accordance with the 
freest interpretation of contemporary 
Liberalism, there was no contradiction in 
seeking to make the economies of the Six 
more free, more liberal, while subjecting 
them to a single industrial policy. To 
create the conditions of freedom is not 
inimical to freedom, and economic free¬ 
dom in a united Europe will be none the 
less authentic for having come about 
through stale intervention. 

Robert Marjolin, former vice-president 
of the EEC Commission, emphasised that 
state intervention was necessary to come 
with the stresses of change, because Europ¬ 
ean unity already entails, and will continue 
to entail, innumerable changes, notably in 
agriculture, but these changes should not 
scare Liberals who, by definition, are the 
enemies of conservatism. 


except one. This would be directed to 
extermination of rats in India. 

What provoked his ire against Indian 
ruts is an estimate of the US Agency for 
International Development that “it would 
lake a train 2,800 miles long to haul the 
grain that Indian rats eat in one year.” 

Whether the estimate is right or wrong is 
beside the point. It happens to be official 
and the way it is phrased boggled Mr Pass¬ 
man's frail mind. So if one is asked why aid 
to India this year was designed to shrink un¬ 
der Mr Passman’s dispensation, rats are one 
reason and an important one. 

He never conceals his aim. He said frank¬ 
ly: I think you could afford to stop every 
type of aid programme for India and go in 
there with really a crash programme^ 
and if rats arc eating sufficient food to fill a 
train 2,800 miles tong, it is time to kill some 
rats. 

Having made this profound observation^ 
he asked an official witness (Mr Shriver) if 
he would quarrel with him on that ground. 
”No“, he said meekly. So there we are. The 
US Agency for International Development 
agrees that what India needs more than 
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anything else is a crash rat extermination 
programme. 

Having gained this confession, Mr Pass¬ 
man nibbea in his recipe on his official wit¬ 
nesses. He said : “This is one place where we 
may earmark funds, that no less than 
such and such an amount in this appropria¬ 
tion shall be used for rat extermination. 
You can see some merit in this thing. You 
will never get top of this thing, until you 
get to the root of this (rat) trouble.'" 

This was the climax to a long interroga¬ 
tion in which Indian rats came in for a 
gruelling treatment of w hich only Mr Pass¬ 
man is capable. His oHicial witnesses, parti¬ 
cularly Mr Maurice J. Williams, Assistant 
Administrator, Bureau for Near East and 
South Asia, warded some of his blows but 
were badly bruised in the process. 

Vain Bid 

In vain, Mr Williams pointed out that rats 
were a worldwide problem. Mr Passman, 
instead, reread the AID statement on rats 
for the sake of emphasis. Then he pointed¬ 
ly asked: “Why dont you people start a 
rat programme in India?" 

Mr Williams said that AID had a rat 
programme in India. Mr Passman impa¬ 
tiently sprung back: “Tell us about il.“ 
This is what followed: 

Mr WiHiams. We have an ad\ iscr work¬ 
ing with the Indian government. Standards 
have been set for. .. 

Mr Pasrman. Where in the project book 
can we find this rat programme. Do the 
monkeys and livestock devour as much 
grain as the rats? 

Mr Williams. Do you know, Mr Chair¬ 
man. .. 

Mr Passman. I am asking a question. 
If this is your statement, how much grain 
do the monkeys and livestock cal or 
destroy? 

Mr Williams. 1 dont know, Mr Chair¬ 
man. 

Mr Passman. Where is this rat pio- 
gramme? 

Mr Williams. Page 49 sir. At the top of 
the second column. 

“One direct hire rodent control special- 
list,” 

Mr Passman. One direct hire control 
specialist in all of India, where it would 
take a train 2,800 miles long to haul the 
grain that the rats eat in one year ! 

Mr Williams. On the preceding page, Mr 
Chairman, page 48, it says, “If the govem- 
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ment develops firm plans, additional US 
advisers w'ill he proMded to assist in a 
countryw'ide education and demonstration 
programme “ 

Mr Pa«>man. >'ou am just as fine a man 
as you can be. 

Mr Williams K'oniinuing). “On rodent 
control.** 

Mr Passman. You .ue saying, “If they 
do certain things. Now you have one 
Specialist isn't that right? 

Mr Williams. Yes, Sir, helping tlicm 
develop national guidelines. 

Mr Passman. I want you to tell me if you 
have in all of India just one rodent con¬ 
trol specialist? 

Mr William.'*. With tlic AID mission, \cs. 
sir. 

Mr Passman. Yet AID admits that the 
rats will cal up suflicient grain to make a 
tram 2,800 miles long. 

Serious Dialoguo 

This deadly serious ilialoguc about live 
rats continued unabated for another 20 
minutes or more until Mr Passman forced 
his witnesses to perform for his bcnefif a 
mathematical feat. T he> gallantly sal down 
to calculate, barely liiding their chagrin, 
how much wheat one can pack in a not mat 
freight car? And how many cars llicie 
would be in a train 2,800 miles long? And 
how much wheat, Ihcicfore, w'ould a train 
accommodate? And what would be the va¬ 
lue of the lrainload? 

The answers w'crc: 

2,800 miles at 5,280 feet equals 14,784,000 
feet. 

14,784,000 feel at 275 feet per cai equals 
537,6000 cars. 

537,6000 ears at 17 metric tons pet ear 
equals 9,139,200 metric ions. 

9,130,200 metric tons at current Chicago 
prices equals 8393.000,000. 

Then Mr Passman triumphantly an¬ 
nounced: “I think w'C arc putting our finger 
on where w'e should be giving some help." 
He asked AID officials over and over again 
for “an effective rat control programme" 
and ridiculed us often as he could that the 
US should have only one “rat exterimma- 
tor” in a country as large as India where rat 
population is exploding even faster than 
human population. 

From rats to sadhus was an easy and 
natural step for Mr Passman. It is ama/ing 
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how' Ml Passman accumulates all the 
little tid bits he cun lay his hands on over 
the year to prove his perseverance as an 
enemy of aid. So there was no surprise 
when he read a ncwspaiscr icport that some 
Hindus were to burn 9,0(K) tons of food in 
Ahmedabad. In the interrogation that fol¬ 
lowed, It trail piled that Mr Williams had 
also lead the lepoit. He did more. He rais¬ 
ed the matter with the Indian ambassador. 

“The ambassador told me,* he said 
“that his government was seeking to dis¬ 
courage this kind of thing, that there i.s a 
iitidiiional burning of lice but the quanti¬ 
ties involved aic giossly c.xaggeraied.** 

Mr Passman was not satisfied. “Allcmp- 
ling to discourage? f'an't they do more than 
discourage? Cant they stop it?“ he growl¬ 
ed. Then he added this pungent comment; 
“Between these rats, these fanatics, and the 
monkeys and ct)v\s, they arc going to break 
us financially." 

Curious Justificutlon 

Like a magnet, he had also attracted Mrs 
Ciandhi's statement cailier last year that 
India is now prepared to gel along with so 
much foreign aid. Mr Williams manfully 
rose to the defence of Mrs Gandhi that 
India was planning to reduce net foreign 
aid to /CIO in about 10 years and this is 
w'hai Mrs Gandhi had meanl. Mr Passman 
could not accept this claboialion. Nor his 
J list iticat ion for increased aid to India to 
make it possible lot her to ieduce her dc- 
ixmdcnce. 

He haipcd instead on Mrs Gandhi’s 
reported w'ords : “We arc now prepared.. 

So why burden India with additional aid?, 
he asked. Mr Williams did a great job of 
explaining. He stood his giound but so did 
Mr Passman. They did mfi even agree to 
disagree. Mr Pavsman, concluding, said: 

“You come in and ask for s399,5 million, 
almost double what you allocated last 
year. That is why we have to examine so 
hard.. . . what you do is not consistent 
with what the leadci of the countiy is 
saying." 

With the same doggedness, he inquiicd 
about India’s population growth, her rale 
of economic progress and her military 
budget. Mr Passman'.s ability to warp situa¬ 
tions comes out best in his allusions to 
India's military budget. Picking on the 
figure of 81.5 billion which India spends on 
defence, he came to the conclusion that all 
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India had to do to reduce her military 
budget and she uould be wtrll off, 

The supreme absurdity of his thinking, 
which of course, supremely escapes his un¬ 
refined mind, revealed itself in his sugges¬ 
tion that to raise res<njrces. India should 
f.cll her military equipment, her tar cs 
planes and submarines “to nations who 
are begging to buy then:.” 

The Year’s 

E B 

VII,NNA : 

IT IS almost iin«ivoidahle that a tiim-or-thc- 
year tornnieniary sirould K* st)mcthing of a 
review *)f things past arul a look into ti»c 
near f uture. The tuning of the year \ end is 
essentially a l uropean arrangement, loo 
early loi a leal ending ol the old or a begin¬ 
ning of I he new . But, because the Grego¬ 
rian calendar is actcpicd the vsorld over m 
business, all ci^oiromies arc geared to il. 

Novvheie is this more true than m Brus¬ 
sels, the (. omrnon Market’s capital, \shcrc, 
if It is not pt>ssihle to linish lidliciilt busi¬ 
ness by the year’s end, the elosk is slopped 
i'.nd the old calendar kept up while pro¬ 
blems me settled under the guise of gelling 
everything liscd up by midnight of Decem- 
hei .^1. 

I Ills >ear ihis ratlici childish straicgcm 
has not Ikvii necessary; everything was 
ncalK and ctuiveniently tied ui» the week 
hefoiv ( hiisfmas and all jolly Marketeers 
were *ible to go home ind he meriy 

Merry, for the mi»si pan. they might 
very well be, lor trade has nourished in 
the West German mark has come off 
its overvalued perch and the Fi-cnch have 
agreed, under conditions, to an expansion 
of the Market. 

Biicily, the year's achievements, some of 
them momentous, have been these; 

The successful establishment of Special 
Drawing Rights on the International Mone¬ 
tary Fund to protect national currencies 
against speculative runs on the weaker of 
them which have caused so nnich anxiety 
and perplexity in the last two years. 

The success of the two-tier gold system 
which has brought nietallie gold down from 


There wasn’t a trace of humour in his 
suggestion. Nor was there any awareness 
about India’s defence needs or the risks she 
would run if she lowered her guard. Once 
again. Mr William bore the brunt of Mr 
Passman’s barbed attacks. But the ex¬ 
change showed that Mr Passman's hide is 
made of sterner stuff and it covers his 
impenetrable brain. 

Achievements 

BROOK 

its inflated free market value of I 42 for 
a fine ounce to a realistic I 35. 

liic revaluation of the Deutschmark, 
which relieved irrational pressure on the 
pound and the franc and helped, temporari¬ 
ly. to lower interests of Eurodollar invest¬ 
ments which plague European banking. 

The ('omrnon Market’s decision at The 
Hague summit meeting to permit considera¬ 
tion of its expansion providing present 
members agreed on an improved system of 
financing agricultural products. 

The agreement of the Common Market 
ministers on December 22, to finance the 
Community by a combination of levies on 
food imports and tariffs on imports of other 
goods, together with a surcharge on the 
value added lax in each country. This 
means that the Common Market will cover 
Its budget from its own sources by about 
1978 and cinild open the door more widely 
for British entiy by having met French 
insistence on prior agreement about Market 
agricultural finance. 

Both the French and West Germans 
showed lip well at the meeting in Brussels; 
both made a big effort and some sacjificcs 
and theic are now no other decisions to be 
taken concerning the Common Marker's 
budget and there is no outside element that 
can modify the decision. The French have 
at least obtained what they wanted on 
three issues a date for the creation of an 
autonomous Market budget, the guarantee 
of a progressive transition to this form of 
budget and the complete payment into the 
Market’s coffers of the levies on agricul¬ 
tural products from third countries. 

Agreement still has to be reached on the 
powers of the European Parliament and 
these may be settled at the next session of 
the Market’s ministers on January 19 and 
20. The importance of the event is three¬ 


fold—it slightly democratizes the Common 
Market by making its budget subject to 
some form of parliamentary control; it 
furthers the prospect of European uni¬ 
fication; if brings the French undertaking 
on negotiations to the test. 

A year ago, the atmosphere of mutual 
distrust within the Market was so intense 
that no one thought it possible that agree¬ 
ment could be reached by the end of the 
year: it is one of Europe’s biggest achieve¬ 
ments in 1969 that the Market budgeting 
arrangements and its levies on agricultural 
products have been agreed. 

Anothei move towards European co¬ 
operation that deserves brief mention is 
the decision by the governments of Britain, 
West Germany and Holland just before the 
Brussels meeting to collaborate on urani¬ 
um enrichment. The agreement points the 
way in W'hich an enlarged Europe could pro¬ 
vide a framework within which politics 
and economics of such major and progres¬ 
sive undertakings could be more thorough¬ 
ly and rationally worked out, individual 
contributions pooled and the strain of capi¬ 
tal investment shared. 

Balancing US Power 

A third form of co-operation that is still 
a dream or an exercise in optimistic illu¬ 
sion was that put before the Action Com¬ 
mittee for a United States of Europe by 
the Yale economist. Prof. Triffin, at its 
meeting in Bonn. He suggested the creation 
of an all-European reserve pool which 
would balance American monetary power 
and be available to stave off speculation on 
weaker currencies. 

Prof. TrifTln’s idea is seen as a first step 
towards harmonizing the monetary policies 
of member-countries and, later, of co¬ 
ordinating w^ages and price policies and 
even, possibly, of evolving a common 
European currency. 

The concept has already been greeted 
with suspicion by central bankers who 
would have to deposit some part of their 
gold and currency reserves in a European 
Reserve Fund held by the Bank for Inter¬ 
national Settlements in Basle. Americans 
are also suspicious of the creation of “a 
European caucus inside the International 
Monetary Fund.” But Europe has had 
enough shocks in the last three years to 
persuade it of the wisdom of giving some 
thought to proposals that would assist 
integration. A broadening of the Market 
with new members would be a tremendous 
spur to this tendency. 



January 9, 1970 


EASTERN ECONOMIST 


65 



India has been demoted in the Internatio¬ 
nal Monetary Fund. As a result of the allo¬ 
cation of the Special Drawing Rights among 
the member-countries and the consequent alter¬ 
ations in their respective quotas, India is no 
longer among the privileged live who are en¬ 
titled to nominate a permanent director on the 
Fund's Executive Board. Its quota is now the 
eighth largest in size whereas it was the fifth 
largest before. It has been displaced from its 
previous position by Japan. Besides this, 
Canada and Italy have come to be ranked high¬ 
er than India. One result, of course, is that the 
Government of India will no longer be in a 
position to provide high officials of the Finance 
Ministry or the Reserve Bank with cosy as¬ 
signments on the Executive Board of the IMF 
as a matter of course. Hereafter this country 
could be represented on the Executive Board 
only by successfully contesting for the elective 
seats. This however is a minor matter. The 
more substantial implication of India’s loss of 
rank in the IMF is that this demotion is an 
indication of this country's backwardness in 
economic growth. India has now been over¬ 
taken by Japan, Canada and Italy and if the 
performance of its economy in the seventies 
proves to be no better than what it was in the 
sixties, it is to be expected that more and more 
countries will be beating it down in various 
international ranking lists. 


The million-rupee question in the politics of 
the capital now is to what extent the Prime 
Minister really has the initiative in disciplining 
or directing the pressures or policies of any 
party It may be too soon to suggest that poor 
Mrs Gandhi has only succeeded in changing 
her bosses, but it is surely clear for all to see 
that the ambitious Mr CWan or the resourceful 
Mr Jagjivan Ram would be a far harder nut to 
crack than the principled Mr Morarji Desai, 
the gentlemanly Mr Nijalingappa or the self- 
effacing Mr Kamaraj- 

Whether Mrs Gandhi did desire to get Mr 
Swaran Singh, Mr Dinesh Singh and Mr K. K. 
Shah into the Working Committee of her 
party or not I do not profess to know, but the 
fact remains that, while Swaran Singh 
has been quietly, but firmly loyal, as may be 
expected of him, Mr Dinwh Singh, as is only 
too vwll known, has put his one and only po¬ 
litical shirt on the Prime Minister. As for Mr 
K. K. Shah, he has been active in her cause to 
an extent which must have surely strained his 
physical stamina even if not his mental agility. 
If, on more than one occasion, he has failed to 
bring home the bacon—and the case of Mr 
Gaekwad who managed tp wriggle out 
in time comes to mind—^his 'lapses have to 
be blamed more on his poor judgment and per¬ 


haps bad luck than on any deficiency of zeal or 
allegiance. 

When such is the case, 1 wonder why Mrs 
Gandhi failed to recognise or reward the 
services of these gcnticmjn, and allowed their 
claims to be ignored in the constitution of the 
Working Committee of her party. Tlierc is 
also the exclusion of Mr Uma Shankar Dik^ 
shit from the Working Committee. Mr Dikshit 
however has made himself so indispensable to 
Mrs Gandhi in so many ways and over so 
many years that his proximity to the throne 
or his presence in the royal councils is not 
exactly dependent on his holding any formal 
position in the party or the government. Thi.s 
might have been true also of Mr Oinesli 
Singh once, but that it is true of him still is 
not to be taken for granted. 


It is now considered highly likely that the 
Prime Minister will face the budget session with 
a council of ministers which may include some 
new personalities. Assuming that she is really 
interested in giving the country as good a 
ministerial team at the centre as is possible 
under the present circumstances, her best bel 
would be to induct men of proven worth from 
Congress ministries in the states. This would 
be a fruitful exercise even if she choo.'>cs to 
limit the area of selection to those slates where 
the ruling groups of Congressmen arc firmly 
with her and her new party. Mr V. P. Naik 
or Mr S. K. Wankhede from Maharashtra 
will certainly be an asset from the point of 
view of both leadership and administration. 
Either of lliem could easily preside with dis¬ 
tinction over any of the major ministries. Mr 
Mohanlal Sukhadia, again, is a talented poli¬ 
tician and a skilful administrator. It is possible 
that he lus been Chief Minister of Rsdasthan 
for too long and his transfer to Delhi may do 
good both to him and to the government 
of that state. 

Mr D. P. Mishra of Madhya Pradesh -this 
time a politician out of power -must be feel¬ 
ing impatient indeed for his share of the politi¬ 
cal pie which he has helped Mrs Indira Gandhi 
to bake. He is an obvious claimant for a seat in 
the central cabinet and he would certainly be a 
very useful counter-weight to Mr Chavan, 
should the latter be disposed to become unduly 
aggressive in pursuing any plans that he may 
have for becoming the power behind the throne. 
The Prime Minister, in fact, could and probably 
will employ the opportunity she has of includ¬ 
ing in the cabinet men like Mr D. P. Mishra 
and Mr V. P. Naik for strengthening her hands 
against certain other colleagues who may 
threaten to become too powerful. 

Mr K. Hanumanthaiya's name is now being 


mentioned in speculations about the probables 
for the central cabinet. Mrs Gandhi perhaps 
secs in him a useful stick to beat Mr Nijalin¬ 
gappa with. The far younger and far more 
zestful Mr M V. ICrishnav»pa should surely be 
entertaining visions of returning to the central 
government. Mr Krishnappa’s flamboyance 
and even brashness may have a certain value 
in the present state of polemical politics, but 
if age is against Mr Hanumanthaiyu. Mr 
Krislmappa's reputation or reputations arc 
certainly not in favour of Mr Krishiiappa. In 
.Andhra Pradesh, agiun, Mrs Gandhi may have 
to consider the possibilities of Mr Bruhmu- 
nanda Reddi and Mr D. Sanjivayya. 

About the present incumbents, it is obvious 
that some at least of the minislcrK of cabinet 
rank may desire a change of porllolios. The Mi¬ 
nistry of Industrial Development, in any case, 
docs need a change of (he minister and while 
Mr V. P. Naik. Mr Wankhede or Mr Sukliadia 
would, in my view, be a very suitable choice for 
this charge, Mr Dincsh Singh or Mr K. K. 
Shah may also bo entrusted with it. There 
arc wild runK)urs of one or twi> of the Young 
Turks being let in. I, for one, am not inclined 
to give any credence to them. Mrs Gandhi, 
I susixsct, has alrcad> had more than enough 
of Mr (Chandra Shekhar or the like. To be 
sermonised by Mr Chavan is bad enough, to 
be harangued by Mr Clmndra Shekhar must 
surely be intolerable, especially for the proud 
woman that she i.s. Among the younger men 
who are now on the council of ministers or arc 
ho{iefully keeping vigil on the doorsteps, the 
Prime Minister, no doubt, has her preferences 
where promotion or induction is concerned. 
But from the point of view of the good of ihc 
administration, it may be suggested that Mr 
K. C. Pant and Dr S. Chandrasekhar could 
be profitably taken note of. There is no reason 
why Mr Pant, whose personal or political 
conduct has been stricil> correct during the 
trying times nf the last few months, .should not 
be given full cabinet responsibility for the 
Ministry of Sti*el and Heavy Engineering. As 
for the Minister of State for F amily Planning, 
his term in the Rajya Sabha is due to expire. 
It is right that his rc-elcction should be ensured 
so that he may continue with his good work on 
a vital national front. Lastly, the expendables. 
I would merely mention two : Dr Triguna Sen 
and Mr Satyanarayan Sinha. I would any day 
have Mr Raghuramiah back in the saddle at 
the Ministry of Petroleum and Chemical.s and 
if Mr Inder Gujral were to continue to rule 
the Ministry of Information and Broadcasting 
in reality, 1 would much rather he does so in 
name as well. Mr Gujral, incidentally, also has 
a problem of expiring membership of the 
Rajya Sabha. 


V. B. 
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Trade 

GOA FERTILISER PLANT 

Tmf I MON govCNirnont lu* jcccnilv 
cleared the (ioa Icrtihscr plum. A letter 
ot' intent for a fcrtili.cr plant ni Ci(>a \\a‘> 
I aiCil Itiria (fwaiior Private I muled 
If] svheic.ificr the prumolcf . enleicd 

init» a Lollahuiadon a^iecmem with 
Anmuti and ( Minp.ui) t>f (’luca^^<>, On 
sllbnlf^ ii»n (>rtills LollahoiiUiun aj»fccnH*nl, 
ail nuhisUial licence w.is isaied hy ilie 
tinitin euveiimient on fXvcniher .y 
PXih for a tVidluei plant \Mtli a c‘.ipacit> 
o\ 34t).()IM) tonnes o| urea pei tunuiin. 
I he sfionsof * (hercaltCf entered into nego¬ 
tiations null loieign msliuilions toi loans 
and iniiiated piiKeediiigs ti> aci)niie land, 
airange Ivu watei • aipplv, elcctiicity. trans¬ 
port and basic iav\ mateiial*. Tor Jl«e pio- 
fcci. In 1‘tdS, Ainu>ur and C t>inpan\ solvl 
their fertiliser mtere.is ti» I S Steel. A 
new eollaboration agieemcnl was entered 
into wifJi I'S Steel on Novcinhu 1, l%8. 
and wa ; ai>piosed In the union luneminent 
on March 2\, While finalising this 

c(>llaboratn'n agrcenient with I’S Steel 

the .cope of lire project w.is enlianccd to 
include the prod ml ion ol L>iniH)iind rerii- 
liser at a total cod of S 70,million 
whi^h was approved hy the goveinnicnt. 
After receipt o* the approval the sponsors 
cvcculed all the loan and investment agree¬ 
ments with If (\ Wa hinglon. Hank of 
Ameiica and I SAID lor providing the 
entile linancing of the project. The 

engineering and construction contract was 
eveeuted with Tov(> I ngincciing Corpina- 
tion of Tokyo io\\ards the eiui of I9h*). 
This agreement i'. for the completi»m of the 
project in ll months on a turnkey basis at 
1 Irrin pi ICC. The hvan from the Bank of 
America was ananged eailicr at a lo\\ rate 
of interest. This project which is con¬ 
tracted to be i ommissioned m 27 months 
will produce much needed fertiliser in the 
cc)uniry, thereby atving precious foreign 
exchange to the tunc of Rs 35 crorcs per 
year froiri P)72onwaids; 

INDIA’S QUOTA OF S.D.R.S 

World monetary^ reserves have been 
boosted by s 3,414 million (about Rs 
25,6()0 million^ vith the hist allcKation of 
Special Drawing Rights to 104 eountiics, 
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the International Mtmciary Fund anntiun" 
ced recent IV TKi -. country has been allo¬ 
cated -s 126 million (Rs 94 5 crorcs) for 
development purposes. While the largest 
allocations has gone to the liS which 
received s 866 88 million (nnirc than Rs 
650 croics), the I 'K gels $ 409.92 million 
(Rs lODcrotc.), ilie United Arab Republic 
> 2^ 2 million (K'- 18.9 crorcs) and Pa¬ 
kistan s 31.584 million (Rs. 23 68) crorcs. 
I ach ;ounir\'salloLatitm totals 16,8 per 
cent of Its tiiiota as on December last. The 
quota !. based (m a nation’s si/c and 
economic strength. The SDRs are irans- 
ferahle like gold or currencies in settling 
acciMinls between nations, and arc design¬ 
ed to expand re.cMves to sustain the growth 
f'f world trade. 

ZENITH STEEL EXPORT 

/oniih Steel Pipes lad has reached the 
SlO ni'llioii-mark in its exports of steel 
pipes f.ivh. Vitiuc. Starting its e\ports in 
1964, the Lonipany has been the laigcst 
exporter of steel tube.s in the country. 
Speaking on the occasion to hand over the 
documents completing Zenit IT’. S 10 million 
cxpiU’ls. (’howdhiiry Ram Sewak, union 
Depiitv Minister of foicign Trade, staled 
that exports of engincci ing goods increased 
fi<’»m Rs 2 croivs prior to 1957 to Rs 82 
cro!e> in 1968-69. The minister added 
that a target c»f Rs 11.70 crorcs had been 
set lor exports of steel tubes in 1969-70. 
He called upon manufacturers to revive the 
pool scheme. He said the grow th rate for the 
export of engineer ing goods was slower this 
year than last year. The govornmcnl had, 
therefore, called upon exporters and the 
F.ngincering F.xport Promotion Council to 
rally in the last three months with a deter¬ 
mination to achieve the target of Rs 110 
crorcs through a crash c.xport programme. 

CABLE EXPORTS 

An c.xport order for 85,0(X) meta's of 
cables worth about Rs 50 lakhs has been 
booked by Siemens India Ltd, together 
with the Cable Corporation of India, for 
West Germany. During t,lic year, Siemens 
expects a 50 per cent increase in orders for 
its switchgear factory at Andhcrr, near 
Bombay, and a JOO per cent increase in its 


motor factory at Kalwa. The company has 
also received export orders for motors and 
switchgear from West Germany, the U K, 
Australia. Spain and Egypt. 

TRADE WITH YUGOSLAVIA 

India and Yugoslavia signed a new trade 
and payments agreement recently effective 
until March 31, 1972. The agreement con¬ 
tinues the rupee-trading bilateral arrange¬ 
ments between the two countrie.s. E.stimates 
of bilateral trade this year were Rs 40 
crores in total turnover. Of this, Indian ex¬ 
ports to Yugoslavia were placed at Rs 25 
crorcs. The target for 1970 trade exchange 
between the countries is a 25 per cent in¬ 
crease. The delegations agreed to intensify 
industrial collaboration in tractors, leather 
goods manufacture and shipbuilding for 
which Yugoslavia would supply machine’'y 
and technical assistance. This country 
plans to provide machinery and managerial 
skill for an aluminium plant in Yugoslavia. 

i.M.F. QUOTA 

Japan has suppluntcd this country as 
one of the five countries with the biggest 
quotas in the International Monetary 
Fund who have the right to appoint a 
member of the Fund's 20 executive direc¬ 
tors. The IMF announced recently that 
India’s quota in the planned share out of 
S 7,600 million would be raised by 25 per 
cent from $ 750 million to $ 940 million. 
All the 114 member-nations of the Fund, 
except Taiwan receive increased quotas to 
match the growth of the world economy, 
Japan would receive the largest quota boost 
among leading industrial nations with a 65 
per cent rise from S 725 million to $ 1,200 
million. The US would get the largest 
dollar iprrpMse under the regular fivc-ycarly 
review of IMF quotas. The executive 
directors of the IMF proposed that the US 
quota be raised by about 30 per cent, from 
S 5,160 million to S 6,700 million. 

U.S. INVESTMENT ABROAD 

Increased capital for US private invest¬ 
ment in developing countries will be avail¬ 
able in 1970 under changes that will ease 
restrictions on the amount of money per¬ 
mitted for tiansfer to overseas operations, 
Modiheations in the US government’s 
foreign dircct-investmcni programme were 
announced recently by the US Treasury 
and Commerce departments. In addition, 
the Federal Reserve Board announced 
changes in banking guidelines to permit 



Jaituary 9,1970 

more capilal to be used for financing of US 
oxports. Under the investment program* 
me changes, the minimum investment 
allowed for direct US investors will be 
raised from SI million to S5 million, 
provided the additional $4 million is used 
in developing countries. 

I.N.F. PURCHASE OF GOLD 

The International Monetary Fund has 
agreed to buy gold from South Africa. 
According to the agreement, the Fund will 
purchase newly mined gold, if necessary, 
under specified conditions tied to South 
Africa’s foreign exchange needs. The prac¬ 
tical effect is, to put a rough floor under the 
free market price at about $ 35 an ounce. 
Details of the arrangement were announc¬ 
ed by the IMF after months of negotiations, 
mainly between the US and the South 
African governments. 

AIR FRANCE’S NEW ROUTE 

The inauguration of the new Trans 
Siberian Line by Air France and Aeroflot, 
Paris to Tokyo, in April 1970 uill mark an 
important landmark in aviation. The new 
service will link Paris and Tokyo in only 13 
hours and 45 minutes including a stopover 
of one hour at Moscow, against 17 hours 
via the Pole and 24 hours via this country. 

STEEL PRICES INCREASED 

The union government had approved an 
average price increase of Rs 75.00 per 
tonne in steel prices. In addition, the 
government has also decided that a further 
average increase of Rs 2.50 per tonne 
should be allowed for contribution to the 
engineering goods export assistance fund. 
The total average increase would, therefore, 
be Rs 77.50 per tonne. The new prices 
announced recently took effect from Jan¬ 
uary 1,1970. The government has authoris¬ 
ed the Joint Plant Committee in Calcutta to 
notify the new' prices. 

BAN ON AUTO PARTS LIFTED 

The union government has clarified that 
the ban on new units for automobile and 
tractor wheels has been removed. A noti¬ 
fication issued recently stated that interested 
parties could apply for fresh licences up to 
January 31. For some years there has been 
a ban on the establishment of new units 
for the manufacture of ancillary items for 
automobiles. Early this year the position 
was reviewed and the ban was removed in 
respect cf a few items of automobile ancil- 
larics. Recently the position was reviewed 
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further in the context of hitfier targets fixed 
for various types of automobiles during the 
fourth Plan and it was expected that the 
demand for almost all would be substantial* 
ly in excess of the present installed capaci¬ 
ties. 

MYSORE IRON EXPANSION 

Mysore’s Chid Minister, MrVccrendra 
Patil, recently switched on the Rs lO-crore 
bar and rod mill of the Mysore Iron and 
Steel Works, the faciory’s alloy and special 
steel expansion scheme. The unit, planned 
for a capacity of 77,000 tonnes of alloy and 
special steel, is claimed to be as highly 
sophisticated as the most modern rolling 
mills in the wond. It has been planned for 
the production of rounds, flats and hexa¬ 
gons of alloyed steels. The expanded plant, 
now in the third year of production, produc¬ 
ed 15,000 tonnes of special steels last year, 
apart from about 45,000 tonnes of finished 
mild steel and 35,0(X) tonnes of steel billets. 
The expansion scheme was taken up in 1962 
to increase the mild steel ingot production 
capacity from 45,(K)0 tonnes to 100,000 
tonnes. Later, it was decided to convert 
the mild steel into alloy and special steel. 

AIR BLAST BREAKERS 

Tala-Merlin & Gcrin Limited have for 
the first time introduced into the Indian 
market high voltage air blast circuit break¬ 
ers of permanently pressurized type, used 
widely in electrical pow'cr generating and 
receiving stations. Two striking features arc 
that the company has manufactured these 
.’jophislicaicd 110 kV air blast circuit break¬ 
ers barely within one and a half years from 
the date of signing of the collaboration 
agreement with Fts. Merlin & Gcrin, Gren¬ 
oble, and done so with maximum indigen¬ 
ous content both in public and private 
sectors. The first few air blast circuit 
breakers which arc now' being delivered 
form part of their first prestige order for 25 
Nos. 110 kV 5000 MVA breakers from the 
Maharashtra State Eleclricily Board. 

RAJASTHAN CANAL PROJECT 

The Consultative Committee of Mem¬ 
bers of Parliament attached to the Ministry 
of Irrigation and Power, has unanimously 
suggested that Rajasthan Canal Project 
should be given additional funds and the 
work on the project accelerated. At a 
meeting held recently the committee stated 
that in view of the fast depletion of drink¬ 
ing water facilities and recurring famine 
conditions in Rajasthan, water supply from 
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the canal held a great promise to the pco* 
pie of the state, ft has been pointed out that 
completion of the project at an early date 
would also result in reducing expenditure 
on famine relief. Dr K.L. Rao, union 
Minister for Irrigation and Power, indica¬ 
ted mat about Rs 50 crores would be need¬ 
ed to crn.plctc the first stage and another 
Rs 10 crores for the development of areas 
where famine conditions were in existence 
on a more or less permanent basis. 

EXEMPTION FROM LAND REVENUE 

The l?P government issued an ordi¬ 
nance recently exempting uneconomic 
holdings up to six and a quarter acres from 
land revenue with effect from the current 
rabi season. The ordinance called the 
UP Zamindari Abolition and Land 
Reforms (Second Amendment) Ordinance, 
also d<TCS away with the restriction which 
prevented resettlement of land revenue 
before 40 years after the principal Act and 
leduccs the limit to 20 years. 

H.M.T. WATCH UNIT 

According to an agreement signed recent¬ 
ly between Messrs. (1tl/cn Watch Com¬ 
pany, Tokyo, Japan, and the Hindustan 
Machine Tools, HMT will take up lire 
manufacture of automatic watches. The 
HMT watch factory under a phased pro 
gramme of manufadure, will .step up the 
prLxluciion of automatic watches to 2(K).000 
by 1972 73. The indigenous content of 
HMT automatic watches will be on a par 
with other HMT watches- over 84 per 
cent. By then the HMT watch factory 
would be in a position to turn out 400,00(1 
watches per year, 50 per cent of which will 
be of the automatic variety. Mr E. 
Yamada, President, the Citizen Watch 
Company, signed the agreement on behalf 
of the Japanese collaborators, while Dr 
S. M. Patil, signed on behalf of the HMT. 

Hr V.G. RAJADHYAKSHA 

Mr V. G, Rajadhyaksha, Chairman 
of Hindustan Lever Ltd, has been elected 
President of the Bombay Chamber of 
Commerce Sc Industry for the year 1970*71. 
He will take office after the Chamber’s 
annual general meeting in February 1970. 
After extensive experience in the Hindustan 
Lever factories, he joined the board of the 
company in 1965, and was successively 
development director, technical director and 
vice-chairman. He took, over as chairman 
in June 1968, Me has been a member of the 
General Committee of the Bombay Cham-* 
ber of Commerce A Industry since 1966. 
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G>mpany Affairs 


IMPERIAL TOBACCO 

At a leccnt meeting of the Imperial Toba¬ 
cco (’tinipany of India Ltd, llic shareholders 
have authorised the board of directors to 
issue 3,790,000 ordinary shaics at a price 
Rs 13 each, out of which 5,(K),00U ordinary 
shares are to be offered lo rcddcnl share¬ 
holders in the ratio of one for every two 
already held and the balance and to be 
offered for public subsciiption. The dirci 
tors have conhrrncd that the final dividenu 
payable in August will not be less than h.i 
pjr cent, making a total in the year of not 
less ihun 13 per cent. The proposed issue 
of 3,790,0(X) ordinary shares will be made 
this nrmth and the final dividend will be 
payable on the shire capital as increased 
by this issue. The net proceeds of the issue 
arc intended to be utilised to finance the 
company’s programme of extensive 
nn)dernisailon of plant and machinery and 
to meet increased working capital rcquirc- 
ni-'nis. After the issue, local parucipaiion 
in the company's equity capital will rise 
to just over 25 per cent with 4,790,000 
ordinary sh irCi of Rs It) each in the hands 
of the general public. 

ANDHRA PRADESH PAPER 

The Andhra Pradesh Paper Mills Ltd 
wilt enter the capital mirkct on January 21 
with an issue of 75,(KK) equity shares of 
Rs lOO each for subscription for cash at 
piir. The issue will close on January 30 or 
earlier at the discretion of the directors but 
not before January 23, 1970. The company 
has an authorised capital of Rs 5 crorcs. 
The company look over the lO-tonncs-pcr- 
day paper mill from the Government of 
Andhra Pradesh and embarked upon an 
expansion programme to 70 tonnes per day 
in two stages. The first stage of expansion 
was completed by Match 1967 against 
which the production during the year end¬ 
ed June 30, 1969. was 34,903 tonnes. The 
second stage of expansion programme is 
nearing completion and norma! commercial 
production is expected to commence by 
early 1970 after which the production will 
be about 50,000 tonnes per annum. 
Modernisation and installation of latest 
equipment in the second stage of expan¬ 


sion programme may replace some of the 
imnorted papers. 

ACC 

The Associated Cement Companies Ltd 
has earned u gross profit of Rs 8.84 crorcs 
for the year ended July 31, 1969, against 
Rs 9.21 crorcs fi^r the previous year. Its 
sales of cement totalled Rs 63.62 crores 
against Rs 56.38 crorcs. The production 
of cement was higher by 240,000 tonnes at 
4.95 million tonnes. The drop in earnings 
despite the rise in sales and production 
is attributed to the increase in costs. The 
company’s net profit amounts to Rs 2.55 
lakhs, against Rs 2.51 lakhs, after provid¬ 
ing Rs 484.15 lakhs for depreciation, Rs 
311.8 lakhs for development rebate reserve, 
Rs 17.68 lakhs for managing agents’ re¬ 
muneration and Rs 67.58 lakhs for expan¬ 
sion re.serve. The directors have proposed 
to maintain dividend at 12 per cent with 
new shares ranking for a proportionate dis- 
tribiiiion. Total dividend distribution will 
uniount to Rs 3 03 crores against Rs 2.85 
crores. The second unit of the company’s 
Wadi project was commissioned in May, 
1969. The new' kiln at Keymore started 
working in June, 1969, and the extended 
plant capacity was fully achieved. With 
the completion of the current expansion 
programme the company's annual cement 
producing capaciiv will be raised to about 
seven million tonnes. 

UTKAL MACHINERY 

The invoiced value of sales of Utkal 
Machinery Ltd lUTMAL) during 1968-69 
amounted to Rs 3.1 crorcs resulting in a 
gross profit of Rs 40 lakhs and a net profit 
of over Rs 20 lakhs. The turnover target 
set for 1969-70 is Rs 3.5 crorcs. This 
Indo-Gcrman venture with GHH-Ober- 
hausen and Larsen Sl Toubro as partners, 
commenced production of sophisticated 
equipment in 1965 and has its workshops 
at Kansbahal in Orissa. It fabricated some 
of the most complicated equipment neces¬ 
sitating high preci.sion; Tor instance, it 
recently delivered a 1200 x 1500 double 
toggle jaw cru>licr with a capacity of 


450 tons/hour. This is the largest crusher 
made in this country so far. Notable among 
the orders on hand are pulp and peper- 
making machines costing Rs 18 lakhs, a 
pig casting machine with a capacity of 600 
tons per day, a crushing plant, two hot 
metal cars and four hot metal ladles for 
M/s Mysore Iron and Steel Ltd., Bhadra- 
vati. 

GANESH FLOUR MILLS 

The working of the Ganesh Flour 'Mills 
Co. Ltd during the year ended March 31, 
1969 has resulted in a net loss of Rs 4.59 
lakhs compared to the loss of Rs 120.21 
lakhs in the previous year, after providing 
Rs 12.22 lakhs for depreciation and Rs 
1.72 lakhs for development rebate reserve. 
Sales dropped to Rs 16.67 crorcs from Rs 
19.39 crorcs. The company has applied for 
permission to install a new vanaspati unit 
at Kanpur, subject to the grant of conces¬ 
sions by the Government of Uttar Pradesh. 
Failing this, it proposes to expand both the 
Kanpur and Delhi factories to 100 tonnes 
capacity each with a view to increasing 
their earning capacity. 

TELEFUNKEN 

Annual sales of Telefunken India Ltd 
more than doubled during the year ended 
June 30, 1969, from Rs 62.23 lakhs in 
1967-68 to Rs 131.15 lakhs in 1968-69. 
Net losses declined from Rs 21.72 lakhs 
in 1967-68 lo Rs 8.40 lakhs in 1968-69. 
In October 1967 the company started 
manufacturing radio sets in its factory at 
Ballabgarh near Delhi. Since then, in less 
than two years, it was able to introduce in 
the market five different models in various 
price classes. The company’s all-Tndia sales 
outlets, also recording a two-fold increase 
in a year, numbered more than 1,100 at 
the end of the period under review. Telc- 
funken radio sets found ready markets in 
many countries abroad, including some in 
Europe, where the sets made in this coun¬ 
try were accepted as equal in quality to the 
German-made Telefunken models. Exports 
of Telefunken radio sets earned foreign 
exchange of about Rs 8 lakhs in 1968^ 
69, the first year of the company's export 
sales. They arc expected to increase subs¬ 
tantially in future. The company has plans 
for diversifying the manufacturing line. 
It received letters of intent for manufactur¬ 
ing a variety of electronic components as 
well as for the expansion of the existing 
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YES! 

You can obtain 
Product Improvenwnt 
with Cost Reduction 
in your industry 
with 



M^HDRaoKiom 


EXTRUSIONS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINOALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so! Please write to: 

HINDUSTAN ALUMINIUM 
CDRPORATION LTD. 

Works: Renukoot, U.P. 

Offices: BOMBAY 
ilELHUCALCUTTA-MADRAS 
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nanufacturing capacity to 300,000 radio 
sets a year. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to sixteen 
companies to issue shares amounting to 
over Rs 13.47 crores. Fourteen of them 
arc to issue bonus shares. The amount of 
bonus shares ranges between Rs 78,100 and 
Rs 1,00,00,000. The consents arc valid for 
12 months. The following arc the details : 

Sakai Paper Private Ltd, Poona, has been 
accorded consent to capitalise Rs 97,700 
out of its general reserves and issue fully 
paid equity shares of Rs 100 each us bonus 
shares. 

India Marine Service Private Ltd, Cal¬ 
cutta, has been accorded consent to capital¬ 
ise Rs 2,00,000 out of its reserve fund and 
issue fully paid equity shares of Rs 100 
each as bonus shares. 

Swan Mills Ltd, Bombay, has been 
accorded consent to capitalise Rs 20,00,000 
out of its general reserves and issue fully 
paid equity shares of Rs 100 each as bonus 
shares in the ratio of one bonus .share for 
every three equity shares held. 

Thacker & Company Ltd, Bombay, has 

been accorded consent to capitalise Rs 
78,100 out of its general reserves and issue 
fully paid equity shares of Rs 50 each as 
bonus shares in the ratio of one bonus 
share for every four equity shares held. 

J. K. Synthetics Ltd, Kanpur, has been 
accorded consent to capitalise Rs 
1,00,00,000 out of its general reserves and 
issue ]0,0( ,000 fully paid equity shares of 
Rs 10 each, as bonus shares, in the ratio of 
one bonus share fer every two cqi ity shares 
held. 

The Finlay Mills Ltd, Bombay, has been 
accorded consent to capitalise Rs 20,00,000 
out of its general reserves and issue fully 
paid equity shares of Rs 100 each as bonus 
shares in the ratio of one bonus share for 
every three equity shares held. 

Consolfdated Coffee Ltd, Coorg, has 

been accorded consent to capitalist Rs 
44,71,870 out of its general reserves and 
issue fully paid equity shares of Rs 10 
each as bonus shares in the ratio of one 
bonus share for every three equity shares 
held. 

Bharat Badtalora Private Lid, Bombay* 
has been accorded consent to capitalise 


EASHERN ECONOMIST 

Rs 2,00,000 out of its general reserves and 
issue fully paid equity shares of Rs 100 each 
as bonus stiLires in the ratio of two bonus 
shares for every five equity shares held. 

The Gold Mohur Mills Lid, Bombay, 

has been accorded consent to capitalise 
Rs 10,00,0(X) out of its general reserves and 
issue fully paid equity shares of Rs 100 
each as bonus shares in the ratio of one 
bonus share for every seven equity shares 
held. 

The Hindustan Ideal Insurance Company 
Ltd, Hyderabad, ha*- been accorded con¬ 
sent lo capitalise Rs 3,65,306.25 outcfits 
free reserves and issue fully paid equity 
shares of Rs 25 each as bonus shares in the 
ratio of one bonus share for every four 
equity shares held. 

Newaaarwra Mills Private I.td, Ahmeda- 
bad, has beep accorded consent to capital¬ 
ise Rs 5,00,()()0 out of its general reserves 
and issue fully paid equity shares of Rs 100 
each as bonus shares in the ratio of one 
bonus share for every four equity shares 
held. 

Dey’s Medical Stores Private Lid, Cal¬ 
cutta, has been accorded consent to capital¬ 
ise Rs 10,50,000 out of its general reserves 
and issue I Lilly paid equity shares of Rs 1,000 
each us bonus shares in the ratio of one 
bonus share for every equity share held. 

Victoira Mills Limited, Bombay, has been 
accorded consent lo capitalise Rs 8,80,000 
out of its general reserves and issue fully 
paid equity shares of Rs 100 each as bonus 
shares in the ratio of one bonus share for 
every three equity shares held. 

Kant & Company (Private) Ltd. Cal¬ 
cutta, has been accorded consent to capital¬ 
ise Rs 22,50,000 out of its general reserves 
and issue fully paid equity shares of Rs 100 
each as bonus shares in the ratio of one new 
bonus share for every equity share held. 

The Andhra Pradesh Papers Mills Ltd, 
Hyderabad, has communicated to govern¬ 
ment its proposal to issue capital of 
Rs 75 lakhs, in equity shares of Rs 100 each 
for cash at par under clause 5 of the Capital 
Issues (Exemption't Order, 1960. The cost 
of the project having gone up, the proceeds 
are to be utilized to cover the extra cost of 
the project. 

Binny Ltd, Madras, has been accorded 
consent to issue equity shaves of Rs 680 
lakhs, 9.75 per cent cumulative preference 
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shares of Rs 26.24 lakhs, 7 per cent deben¬ 
ture stocks of Rs 15.64 lakhs and 7.75 
per cent debenture stocks of Rs 300 lukhs 
to the shareholders of Binny dt Company 
Ltd. The Buckingham Carnatic Company 
Ltd, tne Bangalore Woollen, Cotton & 
Silk Mills Company Ltd, Binn>*srngtnccr- 
ing Works Ltd, the Ganges Transport & 
Trading Company Ltd, and Madura Com¬ 
pany Piivate Ltd, on the latter siv compa- 
niiV amalgamation \n ith Binny Ltd, in the 
manner sanctioned by the High C ourts of 
Madras. Kerala, Mysore and Calcutta. 

LICENCES AND LETTERS OF INTENT 

The following liiciu'cs and letters of 
intent were issued under the Industries 
(IX’vclopment and Regulation) Act 1951 
during the period August 23 to 
September 27, 1969. The list contains 
the names and addresses of* the licensees, 
articles of maiuifactuie, t>pcs of licences 
- New Undciiaking (ND); New Article 
(NA): Suhsiantia) Expansion LSI'); Carry 
on Business (COB): Shifting- and annual 
installed capacity. 

During the week ended 
August 30, 1969 

MrENf'ES I.SSl'FD 

Tekcommunications 

M/s General Electric Co. of India Ltd, 
Paharpur Works, 58, Taiaiolla Rd; Cal¬ 
cutta-24. (West Bcngaly Plated Circuit — 
216,000 nos. of circuits (NA). 

Transportation 

M/s Giovanola-Binny Ltd, 7.Armcnian 
Street, Madras-1, (Kerala)—Steel Fishing 
Vessels, Tugs, Launches & Barges; Steel 
Vessels for inland water, Harbour and Sea 
Transportation and Dumb Barges—2,000 
tonnes (NA). 

Machine Tooliv 

M/s Engel India Machines and Tools 
Ltd, 1-TaratoIa Road, Calcutta.53. (Wc.st 
Bengal)—Extruders (above 65 mm size 
only)—50 units; Take Off Units for Extru¬ 
ders- 30 units; BIowMoulding Machine— 
20 units; Waste Grinders—100 units; 
Granulators—10 units--(NA). 

Fertilisers 

The Chairman & Managing Director, 
Fertiliser Corpn. of India Ltd, New Delhi. 
(A.ssam)—UREA--£xisting capacity 55,000 
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tonnes K’«pacfty after cspansitm 3,85.0<X> 
tonncis) -<SE). 

dicmlciilf 

M^ Saiabhai Merck Ltd, Wad 
W'aji, llatoila. tCitijiiMl) -Fine t'hcmicals 
(licrn* manufactured at present) -Present 
Capacity 200 tonnes —500 tonnes 
afici expansion fSi ); Aluminium 
Salts; Aluminiutn C'hli>ridc; Alumi¬ 
nium Hydroxide Acetate; Aluinimurn Ni¬ 
trate; Aluminium Sulfate; Aluminium Pov\- 
dci; Ammonium Hcptamolybdatc; Aniline 
Oil; AsCitrbyl Palmitate; Ben/aldchydc; 
Bcn/cicnc; Calcium lormale; Ceric Am¬ 
monium Sulphate; Ceiium Sulphate; C’up- 
fcrrom; Dextrose Anhydrous; Dextrose 
Monohydiaic; Dipotassium Taiiaiulc; 
Disiidium Turiaratc; I ihyicne Glycol; 
Iron Powder; Isopri'pyl Alcohul Kiscigcl; 
Lead Peroxide; Magnesium Tnsilicatc; 
Methyl liliyl Ketone; Nickel Powder; 
Nickel Aluminium Alloy; Niirobcn/ene; 
Normal Propyl Alcohol; Dxyncx; Potas- 
siuii) Permanganuic; Propylanc GlyccI; 
Pyiidinc; Soda Asbcstt>s; Sodium Nitro 
PiiicMdc; rri^odium Phosphate; ftichlorc- 
cihylcnc; Zinc Metal (Dust, bower and 
Granules) 75 tonnes (NA); M/s Alta 
laboratories Ltd, Vissonji Park, Naigaum 
Cross Road, Dadar, Bombay-14. (Maha¬ 
rashtra) Para Mvdroxy Ben/oic Acid 
2(k) ivtnncs; Mciliyl IStci UK) tonnes: 
Piophyl Lslcr 25 tonnes; Hulyl hslcr - 
12 tonnes (NA). 

Drugii Sc Pharmaceuticals 

M/s Siandaid Pliaii) acruiicals Ltd, 67, 
Dr Suicsh Sarkur K(iad, Calcutta-14. 
fWcsl lit:ngai) IXYalVron (A Mailed pie- 
ivjaiion) 12,00 Kg; l>])hostrep dry sn- 
iiip - 1500 Kg.- (NA). 

Tc)ktil«s 

M/s Howrah Mills C o. Ltd, 4, Clive Row, 
Caleuita-I. (West Bengal) Jute C'arpet 
Bricking Cloth- -64 Broadlooms to produce 
3,251 tonnes of C arpet hacking cloth— 
<SE); M/s Angus Co. Ltd, 3, Clive Row, 
Calcuttu-1. (West Bengal)- Jute Carpet 
Backing Cloth-- l(K) broadlooms to pro¬ 
duce 5080 tonnes of Carpet backing cloth— 
<SI:): M/s Nafliir C'handru Jute Mills Ltd, 
36, Strand Road, Calcutta-!, (West Ben¬ 
gal)—Jute Carpet Backing doth—25 
broadlooms to produce l27tK) tonnes of 
carpet backing cloth (SE); M s Kamar- 
baly Co. Ltd, 3, Clive Row, Calcutta-!. 
(West Bengal)- -Jute C'^arpet Backing Cloth 


64 broadlooms to produce 3251 tonnes of 
carpet backing cloth- (SE-). 

Food Proeesiiiing Indu-stries 

M/s Sural Disil. Co-operative Milk 
producers Union Ltd, “Sumul Dairy’’ 
Gv7pipuia Mam Road, Surat. (Gujaraty-” 
Milk Powder 180 tonnes—(NU). 

Rubber Goods 

M/s Madras Rubber Factory Ltd, Dhun 
Buildings, 175/1, Mount Road, Madras-2, 
f Madras) -Automobile Tyres and Tubes— 
250,000 nos. each (SE); M/s Ccat Tyres 
India Ltd. Bhandup, Bombay-1. (Maha¬ 
rashtra)-Automobile Tyres and Tubes— 
25,(X)0 nos. each '(SE); M/s Goodyear 
India Ltd, 225-C, Acharya Jagdish Bose 
Road. C’alcuita. (Haryana)- Automobile 
Tyres & Tubes -87.000 nos. each. (6 
lakh nos. each after expansion)—(SE). 

Leather and Leather Goodie 

The Skins and Leathers (P) Ltd, 13/72 
Ponnurangam Road, R. S. Puram, Coimba¬ 
tore. (Tamil Nadu) -Calf Skins—875,000 
Sq. FL; Apron Leather-1250,000 nos; 
Footwear ■I25,()(K) pairs~(COB). 

LETTERS OF INTENT 

Esicctrical Equipment 

M/s f’hillips India Ltd, 5.3, Jorbagh, 
New Dclhi-23. (Maharashtra) LF. Trans- 
formcrs/C’hc7kcs/Coils. Expansion capacity 
--2.4 million (Miniaturised type) (SE). 
M/s Dass Hitachi Lid, 21-A, Janpath, 
New Dclhi-I. (UP)- LF. Trans formers/ 
Chokcs/Coils 0 4 million -(NA); M/s 
Jaipur Metals and Electricals Ltd, Near 
Railway Station, Jaipur (Rajasthan)— 
Transformers/Coils/Chokcs (Miniature 
type) 1.9 million nos.—(NA); M/s Modi 
Industries Ltd, Modinagur (UP)—Drycclls 
—60 million nos.—(NA); M/s Andrew 
Yule & Co. Ltd, 77-Park Street, P.B. No. 
408, Calcut(a-16. (West Bengal)- Various 
Swilchgcais items—14350 nos.—(NA). 

Telecommunications 

M/s Mulehandani Electrical and Radio 
industries Ltd, Sukh Sagar. Hughes Road, 
Bombay-7. (Maharashtra)—Tape Record¬ 
ers -' 20,000 nos.—(NA). 

Plastic Moulded Goods 

Shri M. Sarangapani. B-15 Sc 16, Indus¬ 
trial Estate, Hyderabad*!8. (Andhra Pra¬ 
desh)—Plastic Processed Goods—PVC In¬ 


dustrial Sacks—9 million nos; H. D. 
Polyethelene Sacks—3 million nos; PVC 
Fumigation Tents—5,500 numbers.—(NU). 

Chemicals 

M/s Bayer (India) Ltd, 82, Veernariman 
Road, Bombay-1 (MaharashtraF-Chloro- 
quin—Increase of capacity from four to 
12 tonnes--(SF); M/s Aniline DyestuBs A 
Pharmaceuticals Pvt. Ltd, Mahalaxmi 
Chambers, 2nd Floor, 22, Bhulabhai Desai 
Road, Bombay-26. (Maharashtra)—^Tricrc- 
syl Phosphate; Triphenyl Phosphate; Tri- 
colyl Phosphate -1,000 tonnes—(NA); 
Shri Babubhai Nathlal Chokshi. c/o M/s 
Rainbow Tex dyes Corpn., Pratapnagar 
Road, Baroda (Gujarat)—Various Vat 
Dyes 102 tonnes—(NU); Dr Virendra 
Patel Ph D., 770, Gotri Road, Baroda-7. 
(Gujarat)—Chemical and Immuno-Chemi- 
cal Test Systems—(NU). 

Sugar 

Shri Sheo Shankai Singh, Promoter : 
M/s Rasra Co-operative Sugar Factory Ltd, 
Rasrra, Distt. Ballia, Uttar Pradesh : 
Through The Distt. Magistrate, Ballia 
(UP)—Sugar-Cane Crushing capacity— 
1250 tonnes per day—(NU); Shri Chita- 
ranjan Singh, Promoter : M/s Harduaganj 
Co-operative Sugar Factory Ltd, Hardua¬ 
ganj, Distt: Aligarh : Tlirough The Disil: 
Magistrate, Aligarh. (UP)-Sugar-Cane 
Crushing capacity 1250 tonnes per day— 
(NU); M/s Ram Narain Gangwar, Promot¬ 
er: M/s Kaimganj Co-operative Sugar 
Factory Ltd, Kaimganj, Distt: Farrukha- 
bad. Through : The District Magistrate, 
Farukhahad (UP)—Sugar—C\ine Crushing 

capacity 1250 tonnes per day.(NU); M/s 

Challapalli Sugars Ltd, Indian Chamber 
Buildings, Esplanade, Madras-1. (AP)— 
Sugar—Cane Crushing capacity increased 
from 1250 tonnes to 2500 tonnes per day— 
(SE); M/s Shakti Sugars Ltd, 72, Sengupta 
Street, Ramnagar, Coimbatore-9. (Mysore) 
—Sugar—Cane Crushing capacity 1250 
tonnes per day—(NU); Shri G. Mahadeva- 
ppa. Chief Promoter, Bhadra Co-operative 
Sugars Ltd, 591, Mandipet, Davangere 
City, (Mysore)—Sugarcane crushing capa¬ 
city 1250 tonnes per day--<NU); Shri P. K. 
Patil, Chief Promoter, Salpuda Tapi Pari- 
sar Sahakari Sokhar Karkhana Ltd, Sha- 
hoda, Distt. Dhulia. (Maharashtra)—Sugar 
—Cane Crushing capacity—1250 tonnes 
per day-<NU); Shri S. Y. Miraji, Chief 
Promoter; Shri Doodhganga Krishna Saha¬ 
kari Sakharc Karkhane Niyamit, P.O. GhL 



!huiiiary9,1970 

kodi, Distt; Belgaum, CMysore)—Sugar— 
Cane Crushing Capacity 1250 tonnes per 
day-HNU). 

Ftmentation Industries 

The Maharashtra Sugar Mills Ltd, Indus¬ 
trial Assurance Building, Churchgatc, Bom- 
bay-l. (Maharashtra)—Malt Whisky— 
275,000 litres; Gin—60,000 liii-cs~ (NA). 

Food Processing Industries 

M/s The Jaypore Sugar Co. Ltd, 38, 
Mount Road, Madras. 'Tamil Nadu)— 
Starch/Glucosc/Dcxtrosc—50 tonnes per 
day—(NU). 

Glass 

M/s Mahindra Sc Mahindra Ltd, Gate¬ 
way Building, Appolo Bunder, Bombay-1. 
(Maharashtra)— Glass re-inforccd Tubes/ 
Cones- 55 tonnes; Glass rc-inforced sheets 
— 60 tonnes—(NA). 

LICENCES REVOKED/SURRENDERED 

(Information pertains to particular licences 
only) 

M/s Jatin Industrial Corporation—Water 
Metres; Andhra Pradesh industrial Devc 
lopmenl Corporation Limited—H. T. and 
L. T. Insulators; M/s Industrial Strips Limi¬ 
ted-Cable Armour Steel Tapes; M/s 
Mahalakshmi Mills Co. Ltd—Cotton Yarn; 
M/s Himalyan Exporters, Delhi, (M/s 
Bharat Laminates Manufacturing Co.— 
High Pressure Decorative Laminates. 

During the fortnight ended 
September 13, 1969 

LICENCES ISSUED 
Telecommunications 

M/s Murphy India Ltd, Dr Shirodkar 
Road, Off : Hospital Avenue, Parcl, Bom¬ 
bay-12. DD. (Maharashtra)—Carbon 
Potentiometers—1 million nos.; Band 
change switches—0.5 million nos—(NA); 
M/s Elpro International Ltd, Chinchwad, 
Poona-10. (Maharashtra)—Hard Ferrites— 
50 tons—(NA). 

Indeatrial Machinery 

M/s Kirloskar Pneumatic Co. Ltd, 
Hadapsar Industrial Estate, Poona-IJ. 
(Maharashtra)-Air and Gas Compressors 
of recaprocating type of 1,000 c.f.m. to 


EASTERN ECONOMIST 

4,500 c.f.m. and upto a pressure of 10 
atmospheres! 60 no<;.—(SE). 

Textiles 

M/s Dani Wooltcx Corp., Ganesh Bha- 
wan, Ganesh Wadi. 2nd Floor, Bombay-I. 
(Maharashtra)--Shoddy Yarn (Other than 
Worsted and Woollen yarn)—1008 spin¬ 
dles—(COB); Woollen Yarn (Other than 
worsted and shood> yarn)—2,000 spindl- 
es-(SE); xM/s The Bombay Silk Mills Ltd, 
Industrial Estate, Lalbaug, Bombay-12. 
(Maharashtra)-*"26 powcriooms for the 
manufacture of irian-made fibre fibrics 
acquired from M/s New India Textiles, 
Bombay. Total capacity after expansion 
will be 134 powcriooms for the manufacture 
of man-made Fabrics (SE). 

Sugar 

Shrcc Waraiia Sahakari Sakhar Kar- 
khana Ltd, P.O. Warananagar, Distt: 
Kolhapur. (Maharashtra) C'anc crushing 
capacity increased from 1500 tonnes to 
2000 tonnes per day (SE). 

LETTERS OF INTENT 

Electrical Equipment 

Shri Devindcr Singh, 16, Aurangzch 
Road, New Delhi. (Punjab) - Power Factor 
Improvement capacitors of ratings 1.1 KV 
and 6.6 KV to II KV—30,000 KVAR 
based on maximum utilisation of plant and 
machinery—(NU); M/s Semiconductors 
Ltd, Radio House (5th Floor), 6, Rampart 
Row, Fort, Bombay. (Maharashtra)— 
Electrical musical equipment—800 nos; 
Electronic recording and playback equip¬ 
ment (tape recorders)- 10,500 nos -(NA) 

Telecommunicationv 

M/s J K. Electronics Kamla Tower, 
Kanpur. (UP)—Deflection Coils—30,000 
nos; E.H.T. Transformers—30,000 nos; 
Timncrs—30,000 nos; Leniarity Coils— 
30,000 nos;—(NA). 

Industrial Machinery 

M/s Precision Engineers. Plot C-8, 
Road-12, Wagle Industrial Estate, Thana. 
(Maharashtra)—Equipment for production 
of Synthetic Fibre—W'orlh Rs 137.50 lakhs 
NU). 

Machine Tools 

M/s India Pisions-Rcpco Ltd, Hazur 
Gardens, Sembiam., Madtas-ll. (Tamil 
Nadu)—Crankshaft Grinders Models 


RGCS I dt2—16 nos: Automoilve Surface 
grinders Models RGC 2/RGC 2A 40 
nos; Cylinder Boring Bar Machines Models 
R-lOO and R-200 (Portable)—100 nos— 
(NA). 

Sugar 

M/s Govind Sugar Mills Ltd, 15, India 
Exchange Place, Calcutta-1. i UP)- Cane 
Crushing Capacity increased from 1200 
tennes to 1500 tonnes per da>--(SF-); 
M/s The New Swadeshi Sugar Mills Ltd, 
1.5, India Exchange Place, Calcutta, (Bihar) 
--Cane Crushing capacity incieascd from 
1200 tonnes to 2,500 tonnes per day (SE). 

LICENCES REVOKED/SURRENDERED 

(Information pertains to particuiar licences 
only) 

M/s Jaipur Metals & Electricals Ltd.— 
fiC Grade Aluminium Wii-c Rods; M/s 
Bharat Ball Bearing Co. Ltd, (Now M/s 
Shriram Bearings Ltd.)- Railway Axle 
Boxes; M/s Scethui Mills Ltd, Wulajabad 
- Cotton Yarn; M/s Bharat Ball Bearings 
Company Limited, tnow M/s Shriram Bear¬ 
ings Lid) - Ball Bearings & Roller Bear¬ 
ings; M/s Perfect Valves & Machine Tools 
Corpn., Bombay - Chromium Steel Balls 
of Various ranges 

During the week ended 
September 20, 1969 

LICFNCFS ISUSFD 
Telecommunications 

M/s Bhurut F’Icctronics Ltd, P.O. Jula- 
halli. Bangalore. (Mysore)- Silicon Tran¬ 
sistor Diodes—6 million Nos . (Total capa¬ 
city after expansion will be 10 million Nos) 
—(SF); M/S Mulchandani Electrical & 
Radio Industries Ltd, Sukh Sagar, Hughes 
Road, Bombay-7. (Maharashtra)— Record 
Players--40,000 nos.-(NA); M/s Radio 
Si Electrical Manufacturing Co. Ltd, Post 
Bag 6, Mysore Road. Bangulore-26. 
(Mysore)—Radio Receivers--22,000—(SE> 
(Total capacity after expansion will be 
40,000). 

Industrial Machinery 

M/s Voltas Limited, 19, Graham Road, 
Ballard Estate, Bombay* 1.( Maharashtra.*— 
Roiary-cum-Down Hole Blast Hole Drills 
—12 nos. (worth Rs 108 lakhs)—(NA). 

Chemicals 

M/s Paul Lohman (India) Ltd, East 
Anglia House, 3, Camac Street, Calcutta- 
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16. (West Bengal)-"Light Magnesium Car- 
hcmalc l»(KX) tonnc?>--(NA); M/s Union 
Carbide India Ltd. United Commercial 
Bank Building. 4, Parliament Street, I* B. 
No. 5.n. New Dethi-I t Muhara^hiru) 
J.Icctrofytic Manganese Dioxide 25(K) 
I ones (NA). 

Dyriituffk 

M s Amar Dye (/hem Ltd, Rang Udyan, 
Sitladcvi, 'Icmpic Road, Mahim, Bombav. 
(Maharashtra) Beta Napthol 1000 ton¬ 
nes tTotiil capacity after expansion will Ix' 
20<K)jtonncs (SL). 

Drug# and Pharmaccul teals 

M/\C'ibalol Ltd, Post Atul. Disit: Bulsar, 
(Giijaral) 3-ainino-2-phcnyl pyro/olc-- 
40 tonnes • (NA). 

TextiUtt 

M/s Indian Jute ( o. Ltd. 16, Stiand 
Road, Calcutta. (West Bengal)™ Jute Car¬ 
pet Backing Cloth l(K) broadlooms to 
manufacture 5080 tonnes of carpet backing 
cloth —(SL». 

LEri KRS OF INTENF 

Metallurgical Industries 

M/s Singh Lngincciing Works Ltd, P.B. 
No. 66, Cl T. Road, Kanpur. (UP) N. 
Clips for Railway slcct>cn -6 lakh nos. 
on maximum utilisation of plant (NU); 

Electrical Equipment 

M/s Karaivichand Premchand (P) Ltd, 
Shahibag House, Shahibag. Ahmedabad. 
(Gujarat) -Cathode Ray OsLilloscopcs ; 
DC-IO MCV'S 2tK) nos; DC-15 MC/4- 2(K) 
nos; DC-35 MC/S 3(H) nos; D(^-100 
MC'/S- 300 nos-(NU). 

telecommunications 

M/s Punjab State industrial Dcvclop- 
'T^rent Coiporation Ltd; IJCO Bttnk Build¬ 
ing, (3rd rioor). Sector 17-B, Chandigarh. 
(Punjab)- Radio Receivers—40,0(K) nos. 
(NU); M/s Navbharai f lcctronics, B-27, 
Greater Kailash-I, New Dclhi-48. (Haryana 
or Mysv>fe)- Connectors l,(KK),(H)() nos; 
Relays- 100,(X)0 nos (NU). 

Machine Tools 

Shri S. K. Hari, c/o MaOk hlectric 
Works, 13, Victoria Ruad, Low Level, 
Bombay-10 DD. (M.iharashtia)™ 1. Arc 
type Stud Welding Machines - 40; 2. Stor¬ 
ed Energy type Stud Welding Machines— 
30—Value of items 1 and 2 is R\ 10,5 
lakhs; 3. Arc type Stud & Fastners—15 


EASTERN ECONOMIST 

million; 4. Stored hnergy type Studs and 
Fasicncrv - 5 million—Value of items 3 and 

4 is Rs 40.00 lakhs; 5. Ferrules- 20 million 
Value Ks 6.(X) lakhs; 6. Special Ceramics 

such as C'ordcritc and Alumina compt>- 
nenis for industrial and electronic use— 

5 million- value Rs 6.00 lakhs—(NU). 

C'tiemicals 

M/s Arvind Mills Ltd, Railwaypura Post, 
Narodu Road, Ahmedabad. (Gujarat) — 
H. P. Pc»l>eihNlcne and Copolymers—- 
2,40,(KX) tonnes (NU). 

Dyestuffs 

M/‘ C’olour Chem Ltd. 221, Dadabhoy 
Naoroji Road. Fort, Bombay. (Maha¬ 
rashtra)- Disperse Dyes-109 tonnes— 
(NA). 

CHANGE IN NAMES 
(Owners or Undertakings) 

(Information pertains to particular licences 
only) 

From M/s Track Part India Ltd, Kanpur 
-to M/s Track arts India Private Ltd, 
Kanpur. 

LICENCES REVOKED/SURRENDERED 

(Information pertains to particular licences 
only) 

M/s Burhampur Tapti Milks Ltd, Burh- 
ampur (MP)--Cotton Waste Blankets; 
M/s India Waterproof Ltd, Calcutta-' 
( otlon Canvas ( loth; M/s Tcicrad Private 
Ltd, Bombay -Capacitors, Carbon Resis¬ 
tors; M/s Kaniani Engg. Carpn. Ltd, 
- H. T. Bolls and Nuts, Transmission 
Tower, Heavy Structural; Scindia Work¬ 
shop Private Lid, Bombay —Boat Davits 
with Winches. 

During the week ended 
September 27, 1969 

LICENCES ISSUED 

Chemical.^ 

M/s Indo-Nippon Chemical Alice Build¬ 
ing, Dr D. Naoroji Road, Fort, Bombay-t. 
BR. (Gujarat) - Phthalate Plastici/ors CDio- 
ctyl Phthalate ISO Octyl Phthalate)—5,()00 
tonnes—(NUi; M/s Dai-ichi Karkaria (P) 
Ltd, Liberty Building, New Marine Lines, 
Bombay-L tMaharashtrvi) —Nonionic Pro¬ 
ducts- -3,(KH) tonnes-(SE). 

Drugs & Phaniiaceuticals 
M/s Crookes Intcrfran Ltd; 54-D Dr 
Annie Besant Road, Bombay-18. (Maha¬ 
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rashtra>-.PVC Containers for transfusion 
soldtions—12 lakh-bag^; Plastic Dispens¬ 
ing Sets—12 lakh hags—-(NA); M/s Asso¬ 
ciated Capsules (P) Ltd, 131, Kandivli 
Industrial Estate, Bombay-67. (Maha¬ 
rashtra)—Empty Hard Gelatine Capsules 
—lOO miilioi) capsules (Total capacity 
after expansion will be 200 million capsul¬ 
es)-(SE). 

Textiles 

M/s Pearl Woollen Mills No. 1, G.T. 
Road, Ludhiana (Punjab)—Woollen Yam 
—(Other than shoddy or worsted Yarn) 
suitable for the manufacture of Carpets, 
blankets, tweeds)—5,(X)0 spindles—6 lakh 
kgs. (SE); M/s Orkay Silk Mills, Kurla, 
Andheri Road, Saki Naka, Bombay-72. 
(Maharashtra)—Art Silk Fabric—54 
powcrlooms- - (COB). 

LETTERS OF INTENT 

Electrical Equipment 

M/s Traco Cables Co. Ltd, P O. Irim- 
panam, Via: Tripunithura, Eranakulam 
(Kerala)—Telephone Cables—100 Kms— 
(NA); M/s S.F. Products India Ltd, P.O. 
Sc Vill. Jalkhura, Distt. 23, Parganas, (West 
Bengal)—Industrial Air Control Equip¬ 
ment, Fans and Blowers, Electrostatic pre¬ 
cipitators and air driers—Worth Rs 
67,50,000—(NA). 

Chemicals 

M/s The Travancore-Cochin Chemicals 
Ltd, Udyogmandal P.O., (Kerala)—Sodi¬ 
um Hydrosulphite—1200 tonnes—(SE); 
M/s Indian Dyestuff Industries Ltd, Mafat- 
lal House, Backbay Reclamation, Bombay- 
20. (Maharashtra)—Sodium Hydrosulphiie 
—3000 lonncs—(NA).. 

Food Processing Industries 

M/s The Anil Starch Products Ltd, Anil 
Road, Ahmedabad-2. (Gujarat)—Liquid 
Glucose—12600 tonnes Dextrose—14,400 
tonnes (Capacity after expansion will be 
18,000 tonnCvS, each on continuous basis) 
-fSE). 

LICENCES revoked/surrendered 

(Information pertains to particular licences 
only) 

M/s Silapur Sugar Works Limited- 
Sugar; M/s The Jiyajirao Sugar Co. Ltd-r 
Sugar; M/s Pfizer Limited, Bombay—Thia- 
cetazone & Thiosemi-Carbized. 
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Reviewed by Prof. S. S. M. DKSAI 


Seven cemiomisls representing live tlif- 
ferent nations have made detailed and care¬ 
ful surveys of the experiences of a wide array 
of foreign investing manufacturers and 
have examined the problems and prospects 
for foreign invcsimenl 'n Singapore. 1 he 
study is confined to direct foreign invest' 
men!, that is invcsimcni which involves uii 
equity iiiiercsi and some degree of control 
in the sense that the lender wishes and is 
able to inlliiencc the borrowing company’s 
policy. With its success in attracting foreign 
investors from a number of countries in 
the 1961);, Singapore was well suited for 
such an investigation. 

The surveys on which Foreign In\est 
minis and IndnMritiliuifkm in Singapore is 
based covered 127 firms with direct capital 
investment fii»m six principal investing 
countries. F'or the majorii> of the firms 
surveyed, the principal reason for invest¬ 
ment in Singapore was to follow up exports 
which had been supplied by the parent 
company. Changing expectations about 
market prospects and the promise of protec¬ 
tive measures also lay behind the increased 
investment in the 1960s. A few of the firms 
surveyed begun fo manufacture in Singa¬ 
pore mainly to assure markets for their 
raw materials, while political motivation 
lay behind the decisions of some firms to 
invest there. 

The United Kingdom shared the earl> 
leadership of foreijm manufacturing invest¬ 


ment in Singapoic with the United Slate> 
Australia’s rclati\cl> large share in Singa¬ 
pore’s industrs wa > due to its geographical 
proximity while the entry of Japanese firms 
in the I9r>()s was part of Japan's catching 
up process in international trade and invest¬ 
ment. Hong Kong and Taiwan tirms de¬ 
monstrated the extent to which given trade 
barriers even rcIaiivcK small producers can 
pariieipate in tliiecl h>reign investment. 

Ui'oadly. investment followed e.labhsli- 
cd eonipaiative advantages in international 
trade so that the UK. US, Japanese and 
Australian investment tended to be in 
industries which were capiuil-iiilcnsivc and 
technologically complex or those in which 
international brand names predominated, 
while Taiwan and Hong Kong investment 
tended to be in iclativciy labour-intensive 
industries such as textiles, garments and 
food. 

The most striking conclusion of ih: sur¬ 
veys was that the foreign investors, almost 
without exception, slated that tax conces¬ 
sions and pioneer stains did not play anv 
significant role in inducing them to invest in 
Singapoic. They v-cre not averse to paying 
taxes if they were making profits: condi¬ 
tions in which profits could be made raihci 
than opiHirlunitics for tax concessions had 
brought large and <ma)l iineslors from the 
six countries to Singapoic. 

In a larger pcrspcciive, a gradual with¬ 
drawal of tax concessions by Singapoic mav 
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not Isc unwise. 1 he laxaiitm revenue could 
\yc li.scd profiiabl> to improve the infra 
structure for industry, fm employment 
creatron and for siK’ial service expenditures 
which V iHild all botvst the market for local 
nuiiuitacfuo'. and so stimulate Ibivign and 
local inveamenls in maiuifacluring 
In the long lun such evpciuliiurcs are like¬ 
ly to bung moic foreign invosimoni than 
if equiv aloiU sums ate given away l4) films 
In way of lax concessions 

flu* mam f.ictors winch altracicvi foieign 
mvcstois to Singapore were the govein- 
inent's free irade policy and welcoming 
attitude expressed in positive assistance 
mainly through the I conoinic l>:vclop' 
ment Board and other government depan 
rnents, the eificiency of the public services 
and iriliiKn. .ind above all frced«>m froni 
corruption, f ire execuMvcs of foreign firms 
did not frave to spend months or even days 
ill pieliminaiy invesiigalion'i and negotia 
ling agrccrnenls which could be done quick¬ 
ly and elhcicnily. The.e weic additional 
but no Ic's important facloin and 
Iridiii should lake special note of this. In 
addition, there is a sound and sophisticated 
system ol public finance CMivcrnmcnt's 
cuircncy management kept currency stable 
m mlcinational leims and the ripply ol 
money kept pace with the growth of the 
economy 

Modest Invostmoffit 

1 he paid-up capita) lu>m the .i\ eouniiies 
repiescnted an investment inflow ofal least 
^ 147 It) 152 million in Singapoic indus- 
IIy. The United Kingdom was by far the 
largest investor, followed by the US, Japati, 
Australia, Hong Kong and Taiwan. The 
total ana>unt of capital invested was modest 
in comparison with total capital fojmation 
in Singapore which was S 454.1 million in 
1966 alone. It v is m vei ihelcss a significant 
contiibution and it led to further invest 
ment of local capital in rnaniifacluting. 
The ftireign inveament in Singapore also 
contributed to a shift in h)cal investment 
from trading ac'ivities to inuiiufaetuiing. It 
contributed to the creation of a share 
market which in turn built up capital mar¬ 
ket directly hy giving large savers invest¬ 
ment ojn>r>ilunities and indirectly by giving 
financial intermediaries such as insurance 
companic>, opporiuniiici to ir»vcsl funds 
which they Lollectcd from .small savers, 
lorcign investment also contributed at 
lca«t a third of the value added and more 
than a fifth of employmcm in manufuctur- 
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»ng cMablishfncfif' l%6 But the nu»>t 
important i.otiirrhulM>n n^.idc by foreign 
investment was tfic l^nnping i»r new tccfi- 
nol*,>gv, nu'.nagi jiicnf anJ other huMiicss 
*cthiiK|uc. t»> Snig.ipoit; Ihc entry of .. 
nunthtr t»f CKport-oricnted eonipainc. mlo 
Singapore mitniifactiiimg hrou^lil an cm* 
phasi' on export fuMO carK Ilni * m 

l%b. ^1 per cent of the sales ol all pior.eer 
linns with loreign invcament wcic expoil* 
ed What i*. inicrc liryv* finthei i that the 
spread of foreign investment .unona s«v 
major ^.onniries proviilcs a natural ticlence 
aguiusi economic and pvduical prcsanc 
which an> (me ol the investing countiies 
v.ould Ihmk of imposing on Smgapoie with 
Ms polk> of noioalii'nmenl. It is tv^ be not¬ 
ed that tlie total foreign invs'stinent m 
maniifacluimg is not hkcly to prove an 
unduly higfi burden on the balance of pav* 
merits. Assuiiiing a reiurn of !0 to pei 
tent on a paid-up uipital of some S |50 
million from six countries, this would niean 
a net liability of ^ 1.'^ million to ^ JP 
milli<'n annually, if none v-.erc localK rein¬ 
vested. while total mamilactuiing exjiorts 
were already S f>72 million in I'he 

lepalMalion of protits is ihcrcfoic likely to 
be easily manage.ihlc in the torcsecablc 
fjtture. riicic IS iu» doubt that Singapore 
has made successful attempts to overcome 
MS economic didicultics year by year since 
independence with ip***'-' remarkable suc¬ 
cess. 

rhe contributors have done an excellent 
U>b Ml producing scholaily papcis and the 
book has licen very well edited. This volume 
will provide invaluable assistance to private 
investors and governments of developing 
countries wliich arc in need of foreign 
investment. Tlic studv also selves as an 
important ease study for scludars ofecoiio- 
niie development. 

DISTORTIONS OF DEMOCRACY 

Thirly-live liberals from 14 countries of 
Asia and i uropc gathcicd in Coonoor to 
examine critically the bewildering array of 
problems concerning demoeiacy and deve¬ 
lopment and to revise, if necessary. liK'ral 
thinking, to meet the challenge of recent 
times. The colloquium at Coonoor looked 
at the problems of democracy and develop- 
nicnt from u variety of angles and analy^scd 
the problems of democracy and develop¬ 
ment, of political stability, and the relative 
roles of agriculture, industry, the infrastruc¬ 
ture, education and population in economic 


dcvclopinen! Ovnunracy and Dcxelapmi'nt 
contains ten papers prcscriied at the semi- 

( onsidciing the wide variety ol both the 
pci'.onal and national background of the 

participants froin 14 countries, a remark¬ 
able dcgicc of agreement appeared to be 
forthcoming. By and large, the developing 
countries are mainly agricultural and rural. 
What is ictarding agriculture in .some of 
ihe.e LiUintrios i. not. as is often believed, 
the small M/c (»l the holdings but the in- 
adeqnale availability of inputs such as 
w.itci, seed and fertilisers and the inade¬ 
quate investment of capital and the use of 
technical know-how. The highest yields 
i)f foodgiains per acre have been achieved 
;n ’I'aiwiin where average farms arc of seven 
acres, with Japan coming second with 
average farrTis t»f only two acres, while 
^.ouniries with collective fanning arc to be 
found near the bottom of the scale. 

Baiic Industry 

Agriculture is a basic industry and of 
prime importance in developing countries. 
This has often been overlooked and some 
of the developing countries have adopted 
priorities which have placed agriculture 
very low in the scale of values. KA. Mehta 
has drawn attention to this distortion by 
listing si.\ ‘over-simplifications’ which have 
become obsessions with the planners of 
some of the developing countries. These 
are ; (|) Because industry has high produc- 
livity, it is the key to economic develop¬ 
ment. (2) Industry is necessary to draw off 
surplus agricultural labour, f.l) As in the 
rich countries there is high steel consump¬ 
tion, steel manufacture must be given prio¬ 
rity in poor countries as its production 
also stimulates other parts of the economy 
better than anything else. (4) A takc-otV 
period of lO to 12 years requiring saving of 
the order of 12 per cent a year of the GNP 
investment is necessary, the aim being au¬ 
tarchy. (5) lo avoid the horrors of the 
Stalinist system of achieving these things, 
huge amounts of foreign aid have to be 
provided. (6) Because the rich nations will 
always rig the \» orld market against exports 
of the poor countries, import substitution 
rather than export promotion should be the 
aim of developing countries. 

Industrial development is of course essen¬ 
tial to establish a proper balance in the eco¬ 
nomy and for economic development and 
social and technological progress. But its 


aim should be to secure the development of 
society as a whole rather than to establish 
prestigious industrial units in isolation. 
Such a policy involves the development of 
light rather than heavy industries in many 
parts of the country. Deviation from this 
sound approach has alrciidy retarded the 
economic progress in India, Burma and 
Indonesia. 

Dependence on Government 

Another factor which has contributed to 
slow economic development of some of 
these countries has been their overdepen- 
dcncc on government as an instrument of 
economic advancement. Mr Lee Kwan 
Yew the .socialist Prime Minister of Singa¬ 
pore, drew attention to this when he asked 
the question : How- is it that in Asia, 
countries like Japan, Hong Kong, Formosa, 
Jhaifand and Malaysia, which have bustl¬ 
ing free enterprise societies, have achieved 
success, w hile countries professing socialism 
have failed to produce results? ” Indian 
government and planners should as well 
ij.sk this question lo themselves and seek an 
obiixlive answer. 

There was general agreement that so fur 
as liberals are concerned, the primary 
economic functions of the stale arc the 
regulatory function of holding the ring and 
preventing monopolistic and other anti¬ 
social practices and secondly to provide the 
infrastructure on which the edifice of the 
entire economy must be raised. For the 
rest all economic activities which can be 
undertaken by the enterprise of the people 
should normally be left lo the operation of 
the free market ec*onomy. Where the state 
docs enter the economic field as a partici¬ 
pant in the process of production, the prin¬ 
ciple of autonomy should be applied to the 
operation of such state enterprises, which 
should be subjected to the discipline of the 
market through free and equal competi¬ 
tion. 

The seminar, while appreciating the 
economic and technical aid given by pros¬ 
perous countries, opined that government 
to government aid should lie normally 
provided for purposes of developing the 
infrastructure, while for industrial develop¬ 
ment, those in need of capital should look 
for private equity capital. Such invest¬ 
ments not only promote formation of 
capital and stimulate modem manage¬ 
ment and research but have the greater 
advantage of coming into underdeveloped 
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caunirics at their own risk, unlike inler- 
governmental loans which have to be re¬ 
paid with interest, whether their invest¬ 
ment leads to a profit or not. The seminar's 
suggestion that the governments concern¬ 
ed should promote this healthy practice 
by establishing equitable codes for foreign 
investment is worth careful consideration. 

While recognising the need to expand 
production and productivity first, the 
seminar felt that social services such us 
housing, health and education could not 
and should not be neglected but should be 
promoted to the extent that resources per¬ 
mit. 

The seminar also considered the various 
factors that have hearing on political stabi¬ 
lity and the growth of democracy in under¬ 
developed countries. Among the factors 
inimical to the growth of dcnuKracy arc 
the exploitation of hostility of ethnic and 
linguistic groups and of various religions 
and castes and the appeal of charismatic 
leaders. 

Decnntralitation of Authority 

The seminar was of the opinion 
that maximum amount of decentralisation 
of authority alongside of appropriate and 
effective safeguards for minorities would 
mitigate the problems arising out of such 
diversity. The seminar also drew' atten¬ 
tion to the tendency in some dcmcKracies 
for the bureaucracy, politicians and busi¬ 
nessmen dealing with the state to form a 
privileged New Class which alienates the 
rest of the community. The seminar also 
drew pointed atcention to ihc inadequacies 
of dictatorship and guided democracy 
both of which are threatening the develop¬ 
ment of democracy in some of the deve¬ 
loping countries. The liberals should make 
it plain that democracy is not only morally 
superior but has in the long run proved to 
be more efficient than dictatorship. But the 
seminar also rightly felt that democracy 
has many forms and the establishment of 
suitable forms of democracy in different 
developing countries is an important sub¬ 
ject requiring urgent study. 

Liberalism appears to be a sort of dead 
creed no longer relevant in the modem 
context. But the people who talk of socia¬ 
lism and democracy in the same breath 
should find the reoriented form of Libera¬ 
lism as presented in this volume acceptable, 
if the extremes either of the right or of 
the left arc to be avoided. Liberalism is in 


eastern ECONOMIST 

Indian blood and would appear to be the 
most appropriate policy both historically 
and on the basis of our experience since 
Independence. This bi>ok merits wider 
circulation among the thinking public. 

BANKING INDUSTRY 

Existence of sophisticated banking ser¬ 
vices is one of the essential prerequisites 
for rapid economic development and there¬ 
fore the excellent collection of articles 
and speeches, Viewx ami JHevirnw, by V.7‘. 
Dehejia is extremely welcome as they have 
a vital bearing on the development of the 
hanking industry as a whole even after the 
nationalisation of the 14 commercial 
banks in the country. Dehejia was chair¬ 
man of the State Ikink of India during the 
years 1965 to 1969 and as such his views 
on different aspects <>f commercial hanking 
in India should attract attention. 

I'hc author is of the opinion iluil the 
banking industry us also individual hunks 
must plan their strategics in advance 
to dovetail with the live-year plans if the\ 
arc successfully to withstand the increas¬ 
ing strain on their resources. During the 
fourth Plan period the demand for hank 
credit is likely to he of the order of about 
Rs I500crorcs and the banking system 
must plan in advance for that. 

I'hc author has traced the achievements 
of the State Bank of India and explained the 
difficulties of taking banking to rural India. 
He ha.s rightly warned that generalisations 
about poverty and the scattered character 
of the rural populati<m should not be al¬ 
lowed to obscure the demonstrable exis¬ 
tence of bankable savings in rural areas. 
He wants that the obvious diffiultics such 
as high cost of maintenance of thanking 
offices, problems of trained staff with the 
knowledge of rural conditions, securing 
suitable premises and making adequate 
security arrangements, problem of illite¬ 
racy and of regional languages, etc., etc. 
should be treated as challenges which must 
be met. The rural India will take to modern 
banking only after it is satisfied that its 
credit needs arc being met in an 
expeditious manner. 

As regards industrial financing by Indian 
banks the author feels that the Indian 
banks have given a fairly good account of 
themselves in meeting the challenges posed 
by the rapid growth and diversification of 
industries since 1956. The amount of indus¬ 
trial credit supplied by hitnks increased 
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from Rs 243 crores in March 1955 to Rs 
1287crorcsin March 1965. The next decade, 
i.c. ]%5 to 1975, is likely to be the decade 
of modern banking in Indian agriculture. 
The author has drawn attention to show 
turn the State Bank in all this has provided 
facilities which have been the base of deve¬ 
lopment for other commercial and co-opc- 
raiivc banks in the countr>. It has thus 
acted as a pace-setter in many fifedv. He 
Jins explained how the accent is no longer 
on the most profitable but on the most 
productive use of credit, on a movement in 
new directions, a shift of finance from com¬ 
merce to industry and agriculture, from 
big tt> small customers and from city lo 
anal I towns and villages. Naturally if the 
commeaiul bunking system has lo gear 
Itself up to this new task, it has to be 
flexible in its working, creative in its ap¬ 
proach, receptive to changes and deter¬ 
mined enough to achieve specific 
objectives with courage and optiniistn. 

Potent Foctort 

Writing about the mohilisuiion of lurul 
savings, Dehejia is of the opinion that the 
influence of the interest rate on the growth 
of deposits can be over-rated. Progresnivc 
spread of Ixtnking habit and the expansion 
in the number of banking offices arc more 
fKitcnt factors. In rural areas the banks 
will have to combat the preferences for 
gold and silver and such other physical 
assets. They must try new ideas including 
the use of regional languages, difi'ercntiul 
interest rates and new ways of meeting 
local credit needs. There will have to be 
improvemcni in services rendered, planned 
brunch expansion and improved method 
of recruitment and training. In this con¬ 
nection, the author's suggestion that a 
new' substructure of district and area level 
banks specifically for mobilisation of rural 
savings is worth consideration, especially as 
civopcrativc credit movement has achieved 
little success in mopping up rural savings. 

There IS no doubt that this is one of the 
finest books on commercial banking in 
India. Dehejia* approach is fresh, bold and 
unconventional. We do not meet here the 
academician*s technical jargon. He writes 
to the point and his expression is facile. 
Obviously his clarity is born out of convic¬ 
tion and deep understanding of the subject. 
The only fault, if it must be pointed out, 
of such book.s containing old articles 
written over years is the inevitable but 
nonetheless tiresome icpctitiousness. But 
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l>ehe|iu\ fticile pen makes u.alm4»st toipct 
defect %\hkh a^v^^ay i>uld he a smaM 
price for the r»clt icv-ard vsbkh the hi»ok 
p^^>^Tn^c^ 

A NEW APPROACH 

Mimopniv ('tmcemnitioti ami ftulustnul 

contains the threx comment a ties 
published by the aiifhor in diircrcni tteu'*- 
papers on the reports of the Mahaliinobis 
C.\>nimittct\ the Monopolies ('ornntissiint 
and of I>r K K. Ma/an Industrial 
Planning and I icxnsing and on the Mono¬ 
polies Bill. 

< hapicr I of the 1 ommissiim's Report 
iH entitled '‘C oncentration of I comnnic 
Power Defined”. But according io the au¬ 
thor nowhere has any definition of ci>nccn- 
trution 4)f economic power bexn given. 
Also it IS to be noted that from the terms 
of reference t4» the Monopolies <’4nnmis- 
sion, the Clovenimcni very ingeniously has 
excluded the public scctiir and the whole 
of agricultural sector. 

It is amu/.tng that in the C ommisMon's 
report no reference has been made to the 
wide dissociation of control of industry 
from ownership of capital. F urther u study 
of this subject without a comprehensive 
and simultaneous review of the fast- 
ernerging countervailing factors is not only 
an imbalanced exercise but is alst* bound to 
lead to distorted and misleading conclii' 
sions. 

Vltiatad Study 

Dr Mohnol also opines that the 
study of MonoptdiCsS C ommission ha.s been 
greatly vitiated by a lack of proper study 
of the pr(KXss of mergers, amalgamations, 
absorptions and acquisitiisns by outiigin 
or sttK'k purchases He feels that it wotild 
be a bad day for the industiiul growth oi 
this country if entrepreneurial t04ds such as 
tlie managing agency system and financial 
tools such as intcr-corporatc investments 
arc abolished from out indu .trial structure. 
There may lx a valid ha.sis lor scry strict 
contrid where the power is misused by 
means of the managing agency system or 
by inter corporate investments. But to 
eliminate such aseful tools only because 
they might Itnid to cimccntraiion of eco¬ 
nomic power while other forms n^ay equally 
well do so, is in fact another way of imped¬ 
ing Imlia s industrial gr4Vwth. 

In view of the great confusion prevail¬ 
ing, it would be useful to state some facts. 
Concentration i< an inevitable proexss in 


the picsent context of technological pro¬ 
gress. Though there is some concentration 
of cc4momic p<)wcr in some private hands. 
If has a}M> led to vast coimtervuiling powers 
such as labour unions, co-operatives and 
the m4>si important of all the state. In view 
id'ihc inevitability Of concentration of CC4>- 
iiornic p4)wer, what is required is not a 
curb 4>n it but on its fruits by a system 4>f 
integrated and purposive social controls. 
C are should he taken to ensure that obsessed 
by the problems of concentration of eco¬ 
nomic piiwcr, we do not take steps that 
would destroy the very system of modern 
production and its tools. 

In the larger C4>.ncxt of economic policy 
and its objectives one cannot help feeling 
as one reviews (he Monopolies Bill that 
this is one more avoidable addition to our 
already very C4>mplicated plethora of indus¬ 
trial and commercial Icgislatirui. Suitable 
amendments to the Companies and Indus¬ 
tries ([Xvclopmi'nt & Kcgulalicn) Acts 
would easily achieve, accivrding to tlic 
author, the same purptwe. The author has 
undertaken in this book a critical analysis 
of the Monopolies Bill, section by section. 

Ctuual Treatment 

Writing atxnit Ha/.ari Report' the au¬ 
thor states that the charge 4if pre-emption 
and foreclosure of capacity has been dealt 
with only casually and accorded only a 
perfunctory attention. The charge is too 
serious and deserved more empirical and 
unbiased analysis. The great damage which 
(he Hu/ari Repott has done is (o condemn 
efTi^rts fi>r industrial development. What 
ought to be condemned are wrong and 
doubtful methods employed to secure in¬ 
dustrial control. The Ha/ari Report has 
♦.onfessed that it could not discover any 
reprehensible methods. Perhaps it is all 
obsession with the si/c! Further, what is 
most reprehensible is that in the report 
bearing the name of the Government of 
India and commissioned by (he Planning 
<"ommission. Prof. Ha/airi should have 
injected convmunalism by trying to analyse 
industrial structure on the basis of dif¬ 
ferent commuivitics in India. But how can 
one distinguish a Punjabi from a Marwari 
industrial concern in which bulk iif capital 
is in the form i>f public-held shares or for- 
cign-hcld equity and institutionalised loans? 
Grave doubts arc raised about the objective 
which the author of the report had in mind 
when this part 4 >r the report was written. 

The trouble with such books contain¬ 


ing critical articles published over years is 
that the writers assume that the readers 
arc fully conversant with Che reports of the 
Mahalanohis Committee, the Monopolies 
Commission, Dr R.K. Haxari on Indus¬ 
trial Planning and Licensing and with the 
Monopolies Bill. Brief summaries of all 
the above at the beginning or preferably 
as appendices would have enhanced the 
usefulness of the book. Also, Dr Mohnot 
often appears to be more engrossed with 
manner of his stating or his style than what 
he wants to state. Anyway the volume will 
be found useful as it provides a new pers¬ 
pective and a new approach to Indians 
industrial policy. 

MONETARY POLICY 

Monetary policy and economic develop¬ 
ment i.s a favourite topic of economists these 
days and it is therefore a little surprising 
that the editors of Monelary Policy and 
Central Bankiuf: in India in their brief pre¬ 
face start with the extremely presump¬ 
tuous claim that “In India very few writers 
have studied the problems of banking and 
monetary policy.” Further, an equally pre¬ 
sumptuous claim is made that the study 
dqiarts from the traditional central bank¬ 
ing and monetary policy and explains 
growth-oriented policy impliciitions with 
an objective of achieving development with 
stability. All this has been done before by 
many writers and has been done in a much 
Ixttcr way. 

There arc seven papers which are brought 
together in this book. The scope of the book 
is limited to the study of central banking 
and monetary policy in India and it is 
supposed to be specially planned to meet 
the needs of those who are cither advanced 
students of banking or arc interested in 
this study due to their profession or posi¬ 
tion. 

The first paper is by one of the editors 
and though it contains much that is com¬ 
monplace has some good suggestions. His 
suggestion that branch expansion pro¬ 
gramme should be planned regionwise is 
worth putting into execution at once. 
Similarly the proposal that co-operative 
banks should be brought within the full 
control of the Reseive Bank of India 
to enable the latter to implement the mone¬ 
tary policy more effectively is also a good 
suggestion. The suggestion made by B. 
K. Dutt and reiterated by the author that 
there should be established regional cen- 
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tral banks to be coordinated and guided by 
a central monetary board on the same 
lines as the Federal Reserve Board in the 
USA merits serious consideration as 
such decentralisation of central banking 
will bring the local management in closer 
and more intimate contact with the respec¬ 
tive regions, facilitating not only better 
appreciation of the local problems and 
needs but also development of the desired 
relationship between the central bank and 
commercial banks. 

The author’s references to the Report 
of the Central Banking Enquiry Comm¬ 
ittee, to the itinerant money lenders 
such as Pathans and Kabulis who were 
last seen roaming Indian villages more 
than 35 years ago arc all out of date and so 
are the statistical figures of 1964 quoted in 
a book published in 1969. Abundant figures 
in this particular field arc made available 
even monthly by the Reserve Bank of India 
and it is surprising how the author could 
avoid them. The suggestion that the myriads 
of indigenous bankers be brought within 
the fold of the Reserve Bank of India has 
been repeated umpteen limes; only nobody 
including the writer of this research paper 
gives us a practical plan of achieving the 
objective. 

Theoretical Exposition 

Dr P. R. Brahmananda’s article on the 
Bank Rate while self-contained and good 
in itself, is a mere theoretical exposition of 
the problem and hence appears out of place 
in this book concerned spccilicaJly with 
Indian problems. On the other hand. Dr 
K.D. Doodha’s article on Liquidity Prefer¬ 
ence Theory for India is a fine blend of 
theory and Indian practices. He has rightly 
pointed out that in the realm of monetary 
theory and practices very little empirical 
work has been done. In thi.s respect it is 
noteworthy to observe that in the third 
Plan there is no reference to prices and the 
distilled essence of Planning Commission's 
semblance of a monetary theory and ob¬ 
jective boils down to a lukewarm plea for 
price stability. But the trouble with Do- 
odha’s article is that it presumes that the 
reader has read articles on this subject by 
V. V. Bhat, P. R. Narvekar and A. G. 
Chandavarkar. 

Next two articles by Alak Ghosh and 
the editors respectively contain extremely 
commonplace material which any student 
of economics can glean from a standard 
work of Indian economy. Footnotes and 
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appendices while appearing to make the 
articles look scholarly add practically 
nothing to our knowledge. 

M. S, Joshi’s article on the non-banking 
financial intermediaries (NFD contains a 
fine blend of theory and Indian practices. 
Increasing importance of non-bank finan¬ 
cial inlcr-mcdiarics has led lo the problem 
of reorientation of monetary policy in ad¬ 
vanced countries as also to some extent in 
India. Against this background it has be¬ 
come necessary to cvaminc the relati\«. 
growth of conimcrcia: banks and NM. 
After careful examinaiion of the structure 
of financial intermediaries and the na. re 
of NFI, the aulhoi feels that there is no 
need to introduce any new weapons oi to 
extend the existing one; to covci the NT I 
at this stage. On the other hand the authoi 
opines that for mobilisation of idle hoard¬ 
ings and their cficciive channelling into 
most productive uses, a vigoioiis growth of 
the non-banking financial infc>medi;n ics is 
essential. 

Curbing Inflation 

The RadclitTe Committee Report iccon.- 
mended for the L'nitcd Kingdom ilie 
control over total purchasing power includ¬ 
ing that created by the non-banking tinan- 
cial institutions as a means of ciiibing in- 
flalion which recommendation seems to be 
generally accepted m the developed coun¬ 
tries. But the recommendation ot that com¬ 
mittee may rot be borrowed wholesale 
here for the conditions may be difTcrcnl in 
India. The authors' iinonhodox suggestion 
though opposed to the cut rent political 
philosophy in India is hacked by cmpnical 
data and is worth a trial 

B. D. Ghonasgi's article on the monetary 
policy »n a developing economy contains 
practically nothing new except the sugges¬ 
tion that an enqui'y be held into the woik- 
ing of the Indian monetary and credit 
system on the lines of the Radclilfe C t)ni- 
mittee in England (1959) and the Com¬ 
mission on Money and Credit in the USA. 
(1961), No detailed enquiry has been made 
in India in this field since 1930s. Such an 
enquiry would mean systematic collection 
and analysis of data concerning difi'crcni 
aspects of economic development and would 
provide lessons in the management of 
money and banking that would enable the 
authority to evolve short-term and long¬ 
term monetary policies aimed at helping 
economic development. 

The book is good only in parts. Being 
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a collection of articles, it docs not give a 
comprehensive analysis of the subject 
which by its very nature is vast and com¬ 
plex, For the .specialists for ^^l^om it is 
supposed to be written, it is too elementary. 
Considering the slimness of the book 4>f 
only 182 pages, the price of Rs 28 is cer¬ 
tainly cxorhiian!. 

FACTS AND FIGURES 

Thv Pltws iiHil Povtmts is 

made up of (he talks h\ Di Mohnot on 
Mirious aspect;* of India's dircc live year 
Plans hioadcasl fiom All India Radii*, 
Calcutta, during the Iasi fi*iiitccn yeai''. 
llic talks have K'c*n aimngcd subjcctwisc 
ami not chronoh*gkalI>. 

li is diirkuli lo hidie\cthal it isihe autlu>i 
of Concent vat ion of flconofnic Power in 
Imhun hew I cononuc Deal and Afenopoty 
( <nuTniratii<)i and Jndnstviul Laetoiny who 
ga\c‘ these talk'. Mnst (>f fhc talks contain 
nothing more than Ihc facts ainl interpre¬ 
tations as given by the goveinmeni fiom 
tunc lo time. 'Ihc critical abilil> ?hown by 
the auiljoi in Ins othei botiks iip])cais to 
have coir.pJclcT> vainsned when delivering 
tliesc talks. Most of the talks on the various 
aspects of the iluee Phir.s aic of 4)nly his¬ 
torical signhicance and the facts and licnds 
are so well-known to all slndcnls of econo¬ 
mics that these talks di* nol at all hold the 
aiicnlion of the icadeis Ralhci they posi¬ 
tively bore him. What is surprising i;. that 
the talks aic not charactci i^cd even by the 
literary flourish which mark the aulhoi's 
other publication 1 he talks aic icptoduced 
without even a change in Ihc tense and 
hcricc vve get the peculiar situation as 4>n 
page 11 where we arc loUl while reviewing 
the progiess of rhe (irst Plan that “It is 
estimated that in one ycai ilonc the food 
raodiiction inticascd by 4 4 million tons. 
This has enabled the country to become sclf- 
sutncicnl.” All the .alks should have been 
ic-edilcd if they were to lie of any signifi¬ 
cance and not cause confusion. On page 31 
ibc author stales wliilc writing about agri- 
CLillure: “The only difitcully is that wc have 
to persuade 50 million agricultural families 
lo forgo their pioperly rights on land and 
join together in adopting co-operaiivc far¬ 
ming., wc have to make this movement a 
success at any cost.” This is the same 
author who subsequently in liis T/ie New 
Economic Deaf pleads for economic freedom 
and that private enterprise should be prom¬ 
oted consciously and nol apologetically. In 
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a latk given in 1955 and reproduced with¬ 
out an> change vse are told that *‘C*hina 
is a big neighbour and it 'should he hoped 
that we would have very good trade relat¬ 
ions with that toiintry/' 

Pi)ssibiy All India Radio did not allow the 
author be critical of g«)vcrnmcnl’s poli¬ 
cies and achievements with the conse¬ 
quence that the pictures drawn by the 
author about the dilTcrcnt aspects of the 
three five-year Plans and then impact 
appear to be viewed rather favourably while 
in lus ,\Va' l.vonomic Dval (reviewed in 


IhiN IS ihc tlih yearbook published b> 
onr coniempoiaiy from Mong Kong. 
The annuat iindci leMcw provides, in the 
winds of (he cditoi, "a compIcK icvicw' i>r 
events ami developments in i^ia during 
lOM)’*. 

In addition to critical .inalyscs of the 
economies of 27 countiics (covering poli¬ 
tics. foreign lelaiions, social alVaits, ccono- 
m\, liniiiKC. tiMiIe, agiiciilliiie, mdiisiryand 
titinsportl, the tinnual goes an assessment 
of ihc politic i! siiiMUon in Southeast 
A'.ia under the heail "C oming to lerms" 
along with a useful ^uricncv conversion 
table, a disciKsion of (he problems of food 
and popiilaimn and the pan played b> leg- 
lonal organis;tiu>ns in going a bi'ost to- the 
ccoiu'mies of ilie voimtiies m this aiea. 

I rends in iiadc. iOd. hanking and tiiuiiuc 
have also I'Hircn discussed ciitically. 

It is inlciesiing (i» read how the split in 
the C ongress party m i»iir country is l>eing 
intciprcicd ahioad. Tiacing the hisiory of 
the break-up of the < ongress the Review 
dates. •'In the pioccss, its (Congicss 
Party's) umbiclla image was licing shed 
and it was emerging as an integrated unit 
with a dcliniic policy"- a clear case of 
distance lending enchantment to ‘he new ! 
A map of South-east Asia on page 19 
of the annual has solved the problem of 
India's border disputes with C hina and 
Pakistan m the north bv keeping the bivrder 
open and putting Kathmandu there through 
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Eastern Economist of December 5) in the 
very first article we are told by Dr Mohnot 
that recent economic policies have led to 
the economic crises in India, non-finanli- 
sation of the fourth five-year Plan being 
the indication of the vacillation and con¬ 
fusion in the minds of the government. All 
in all, there is very little in the book that 
attracts our attention. The author has 
not shown his discretion in selecting articles 
which require drastic reediting. It is there¬ 
fore surprising that such eminent publishers 
as the Oxford and IBM Publishing Com¬ 
pany should have thought of bringing out 
this book. 


a lather far-fetched arrow. It seems to be a 
ca^e of ncutraliiy with a vengeance! 

The impending American withdrawal 
from Vietnam has created some confusion 
in the area icgariliiig ihe new power pattern 
which might emerge in the seventies and 
this IS likely lo have a great influence on 
the economics of the countries in South¬ 
east Asia. Moscow's efloits “lo fill the 
vacuum" have added to the uncertainties 
and wea gree with the Review' that the 
outcome o\' all this is “any-body's 
guess". 

Books Received 

Phmtutions ni the Xilf'in'.s ( .4 Synoptic 
fiistorv) : B> Kakii J. Tanna: Pp. 110; 
Puce not siaicd. 

Export Mur Let inn Croups i Their Feasibi¬ 
lity ami Constitutions) Published by the 
Indian Institute of Foreign Trade; Pp. 138. 

Current Feonomic Problems ( H ith Special 
Reference lo India) : Bepin Behari; Vikas 
Publications; l>p. 338: Price Rs 35. 

Symposium on Self-Sufficiency in Consul¬ 
tancy Services : Published by the Indian 
Fnginecring Association'; Pp. I82-|-XXXII. 

Foundations of Wage Policy (With Special 
Reference to the Supreme Court \\ Contri- 
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button) : K. S. V. Mciion; N. M. Tripathi 
Private Ltd, Pp. 311; Price Rs 22. 

The Right Honourable V. S. Srinivasa 
Sastri {Speeches and Writings) : Published 
by the V, S. Srinivasa Sastri Birth Cente¬ 
nary Committee; Vol. 1; Pp. 384; Price 
Rs 20; Vol. II; Pp. 288; Price Rs 20. 

Crime in India 1967 ; Compiled by Cen¬ 
tral Bureau of Investigation; Pp. 121; 
Price not stated. 

Kamila Free Trade Zone : Published by 
the Directorate of Commercial Publicity; 
Pp. 25; Price not stated. 

The Legal Regime of Merchant Shipping : 
Nagendra Singh; University of Bombay; 
Pp. 320; Price Rs 25. 

FAQ Commodity Review and Outlook : 
1968-69 : Published by the Food and 
Agriculture Organisation of the United 
Nations; Pp. 194; Price 8 4.90. 

Production Yearbook, 1968 : Published 
by the Food and Agriculture Organization 
of the United Nations; Pp. 814; Price 
89.(K). 

Tea Statistics : 1968-69 : Published by the 
Tea Board; Pp. 239; Price Rs 3.00. 

Regional Seminar on Agriculture (Papers 
and Proceedings) : Published by the Asian 
Development Bank; Pp. 248. 

Wage Patterns in the Industries in Surat : 
Dr Girish Thakkar; S. Chand and Co; 
Pp. 234; Price Rs 25. 

Manual of Industrial Project Analysis in 
Developing Countries : (Vol. II) : Ian 
M. D. Little and James A. Mirriees; Pub¬ 
lished by OECD; Pp. 280; Price $ 5. 

Human Problems in Indian Industries : 
Dr K. G. Desai; Sindbu Publications Pvt. 
Ltd, 6 Oak Lane, Fort, Bombay-1 BR; 
Pp. 113; Price Rs 15.00. 

Report on the World Social Situation 
(1967) Published by the United Nations; 
Pp 208; Price .5 3.00. 

Brazil: Elizabeth Bishop and the Editors 
of Time-Life Books ; Time-Life Inter¬ 
national; Pp. 160. 


A Bird’s - Eye View of S.-E. Asia 

Far KastiTii F.coiiomic Review, 1970 Yearbook; edited by Derek Davies and 
published by P.H.M. .lones, 401-408 Marine House Post Oftice Box 160, Hong Kong; 
pp. 308, price (air mail) "s 6.60. Available in India from Central News Agency, 
2V9(), Cnnnaiight ( iicus. New Delhi-l. 

Reviewed by S. P. C'hopra 
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RECORDS AND STATISTICS 

JANA SANGH’S ECONOMIC POLICY 


Tm Bharatiya Jana Sangh holding its 
16th alMndia session at Chanakya- 
nagar in Patna adopted a comprehen¬ 
sive economic programme for reju¬ 
venating the economy of the country*. 
The resolution called for, among other 
things, nationalisation of foreign 
hanks, “Indianisation” of forcign-owned 
firms dealing in tea, jute, drugs, soap, 
matches, vegetable products and ciga¬ 
rette industries, take-over of all foreign 
trade with communist countries con¬ 
ducted on rupee payment basis, with¬ 
drawal of all restrictions in the case of 
industries except where foreign exchange 
is involved or where there is threat of 
monopolistic tendencies, and strict im¬ 
plementation of land ceiling lawi. The 
full-text of the economic policy rcsolu- 
lions adopted by the party is reproduced 
below : 

OuarantMinf Basic Wants 

Bharatiya Jana S'jngn stands for ihc 
establishment of an economy which gua* 
ranlccs ihs minimum wants every in¬ 
dividual as well as his right to live and work, 
freely. It amsiders the concentration of 
economic power - - whether in the hands^ 
of some private individuals or groups or 
the state - as the negation of economic 
democracy. It visualises an order in which 
enterprise will be vastly dilTuscd because 
it is only thus that jobs will be maximised 
as a step towards full employment which 
has to be our aim if economic growth has 
to acquire any meaning for our vast masses. 

U is a mailer of great regret that eco¬ 
nomic development as it has prcKCcded 
hitherto, has only created a set up what is 
termed as a dual economy with two paral¬ 
lel sectors -• one characterised by rich¬ 
ness of resources, advanced techniques 
and cci>noniic progress, the other by po¬ 
verty. backwardness and stagnation 
and the two diverging and working at 
cross purposes, instead of merging and 
progr<Jssing together, causing in the pro¬ 
cess, damage and decay to the weaker sec¬ 
tion comprising of traditional industries. 

if our planning had been really Swade¬ 


shi. uncnanunircd of spcciaculur capital- 
intensive projects aiul grandiose schemes, 
it would have sought in the main to base 
itself on and cn)plo> fully our ovvn re¬ 
sources. Tlial would have spared us botli 
the choking burden o* a foreign debt and 
a gross under-utilisation of our means. 
In that ease we W4>uld have been spared 
the pcrsLstejit paradoxes of shortage of 
eupiluf vvith idle industrial capacity, widc- 
spi-ead disease v\iih unemployed doctors, 
immense construction tasks with lens of 
thousands of jobless engineers and waste¬ 
ful ostentatious display with grinding 
poverty, h is a result of this unnatural 
growth that its benefits have gone to the 
privileged few anil have deluded the vast 
masses. 

1 he system of controls over impoiT 
export trade and licensing has Ivcen 
worked in a vNay which has added to 
this distortion and disparity in the dis¬ 
tribution of incomes. The result could 
have been nothing different from today's 
picture of widespread tension and labour 
unrest, falling per capita consumption of 
food, cloth and edible oils with lapid ex¬ 
pansion in production of luxury goods, 
a stagnant per capita income, a middle class 
crushed under the weight of tising prices, 
massive lax evasion with vast amounts of 
black money floating about, while the gen¬ 
uine tax payer is harassed beyond measure. 
And all that v^e get is a disivcnsation of 
socialist slogans. 

Ihc Jana Sangh Ivclicxcs that the ptescjil 
slate of the economy calls for a real new 
deal which can pm it on the road to hcallhv 
and integrated economic growth. To¬ 
wards this end it urges the following steps ; 

Agricultura 

I. Attainment of self sufficieric) m 
food production at the earliest possible 
time and taking all steps towards that end, 
in particular carrying the green revolution 
to all corners of the country and guaran¬ 
teeing rcmuncialivc prices to the grower. 

2 Provision ol adequate credit faci 
titles to pciisanls especially small tillers 


K1 

by the banks and ulicnng the concept 
of creditworthiness in this context. 

y, .Strict implementation of land cei¬ 
ling laws, enactment of such legislation 
wlwrc none exists and dijiiribulion of sur¬ 
plus and cultivable waste land among the 
landless. p:in;cularly members of scheduled 
castes and trilwsand other backward clas¬ 
ses. 

4. ITTcvTive miplcincniaiion <»f reform 
measures to provide security of tenure 
and a fair share to the 'hataUiars*. 

.s. Introduction of cri»p and cattle 
insurance. 

6. A minimum wage act for agricultural 
workers. 

7. Lowci irrigation and deed icily char¬ 
ges for full ulili/alion of irrigation capacity, 

Employmant 

Drawing up a programifle to provide 
full employment to all able bodied per¬ 
sons: under which progriiinmc not only 
new unemployed should he provided for, 
but part of the back-log also should he 
cov ered. 

To enable the educated unemployed, 
and particularly the technically qualiticd 
among them, to stand on their own legs, 
providing them wit!) capital, land, machi¬ 
nery, and other facilities to set up small 
industries or trades. 

Industry and t-nbour 

1. An all out dforl for increase in pro¬ 
duction, freeing industrial growth from the 
shackles of indTicicnt and cumbersome ad¬ 
ministrative delays and withdrawal of all 
restrictions in the ease of industries except 
where foreign exchange is involved or 
monopolistic tendencies threaten. 

2. Appoiiitincnl of a high power cOMj- 
mission to investigate the basis and wor¬ 
king of foreign collaboration agreements 
with a view to hndtng out their cfYccl on 
the country's economy. 

3. Co-partnersnip for labour In muna- 
gement and profits, and protection of real 
wages through full ncutrali/alion of price 
rise. 

4. C i>r*sullaiion * with the government 
employees regarding Ihc terms of reference 
of the Third Pay Commission whose 
appointmcni was recently announced, and 
constitution of a separate wage board for 
railway employees. 

5. Encouraging Indians settled abroad 



H? 

4»r thcM resiOiirccs in 

India. 

fi. faking!: Nicps to make public scctoi 
undertakinttv efficient and profitubk. 

7, l-ull utilisation I'f industrial capacitv 
presently lyin^ idle. 

H. t stablishmcnt of a net wink of agio* 
based and small industries in the rural 
areas to pi ovule employment to rural 
voulli 

9 indi.inoaiion ol loreign owned tea 
tirugs. soap, inatclics. vegetable product, 
and cigaielte industries and naiionaltsa- 
tioii of foieien hanks. 

Tmiwtloii 

I Simpltfying tax.it ion laws with a 
view to plugging li>opholes, checking eva 
si(vn. ending tax at rears and rationalising 
the sv'.iein foi pri»teeiing the geninnc tax 
p4i>ei. eliminating uwrnplion and lor re- 
diKlu>n ol' dispariiiev. 

Invport Export Trada 

(l> 1ake‘OVcrol all loteign trade with 
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C onununisi countries conducted on rupee 
payment basis. 

(2) Appointment of a high power 
commission to investigate the charges of 
irrcgidaritics, corruption and favourtism 
prevalent in the matter of imprrt-export 
licences 

Housing 

(1) Initialing a crash programme for 
mas. housing by promoting construction 
i»r htuises through provision of developed 
plots and easy loans from LIC and other 
linunciai institutions to pcopicof low and 
middle income groups with the objective 
of enabling eveiy family to own a house. 

(2) Prt>moung co-o|Kraiive housing 
societies and settingup a Housing Corpo¬ 
ration in cverv state which may raise funds 
through issue of housing bi>nds, build 
houses and transfer them through hire 
purchase on no-prolil no-loss basis. 

(3) Making n incumbent upon public 
authoiities and industrial concerns to 
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build residential quarters for their ciitp* 
loyces. 

(4) Undertaking measures to reduce 
concentration of urban property and di¬ 
ffuse house ownership. 

Amendments 

The economic resolution attracted a 
spate of amendments but most of the 
amendments were disallowed for not being 
relevant. A few' amendments, however, 
were accepted which did not in any way 
alter the spirit of the resolution. The 
amendments which were accepted related 
to the inculcation of the spirit of swadeshi, 
Indianisation of foreign-owned jute indus* 
try, granting of interim relief, pending the 
report of the third Pay Commission, to the 
central government employees according 
to the recommendations of the National 
Labour Commission, bringing agricultural 
labourers under the purview' of the Mini¬ 
mum Wages Act. and distribution of sur¬ 
plus and cultivable waste land among the 
landless, particularly among cx-scrviccmen. 


MINISTRY OF FOREIGN TRADE JOURNALS 

Hw Jouniai of /nJustry and Trade : —A monthly containing indispensable information for exporters on 
marketing products in various countries. It also gives a bird's eye view of India's developing economy, com¬ 
mercial and trade deveiopnient abroad. 

Aniuuil subscription * Rs. 12 - Single Copy : Re. I. 

f ’ordj^n J'rade of India : A monthly with feature articles on major industries by eminent personages and 
cx|x*rls, profusely illustrated, projects a Kaleidoscopic picture ofa variety of goods India can offer to her estab¬ 
lished and new markets abroad. These journals are also excellent media for effective publicity at home and 
abroad 

QUARTERLY ISSUED BY MINISTRY Of lOREIGN TRADE 
lor educating India's potential buyers abroad and generating direct interest among Department Stores, Whole¬ 
sale Dealers and Consumer Organisations all over the world for India's variegated export products—traditional 
as w'cil as new. 10,000 copies of each issue distributed free among various trade interests and business houses 
abroad. Printed on art paper with superlative get-up and copies multi-coloured illustrations. AN EXCE- 
II FNI MEDIUM FOR BRAND PUBlIC liv. 

Indian export Serviic Bulletin ; a weekK, containing particulars regarding foreign Governments' icndci 
notices, trade enquiries, export opportunities etc. Amuial Subscription (52 issues) Rs. 25 Single Copv (inclusive 
id t>osiago) 50 paise. Alsi> an effective adverli-ing medium for goods and services required for exporters in 
India 


Subscripiion is payable in advance bv crossed bank draft cheque i)i postal order drawn in favour of 
Under Secretary to the Government of India. Ministry of Foreign Trade. New Delhi". 

! or adverttsenteut rate'^ and funher partieuLtrs please eontaei : 

Director, Commercial Publicity, 

Ministry of Foreign Trade, 

^ UdyogBhavan, 

New Delhi. 


Annual subscripiion : Rs. 21 Single Copy : Rs. 2. 
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(Pulp Division) 

Birlakootam—Mavoor— Kozhikode 

saves 
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manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 

Gram : ‘WOODPULP’, Calicut. Phone : 3971-74 


Mg. Agents : Birla (Gwalior) Pte. Ltd. Calcutta 
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Not for nothing 
is WiUs Filter South Asians 
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It’s got everythlipg 
yon want in a smoke* 


-- ^ V .■. 
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Karan Singh gets his planes after all 

King gold becomes constitutional monarch 

•« 









EASTERN ECONOMIST 


January 16. 1970 


YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 
with 





EXTRUSHNIS 


Lightness:, corrosion resistance, good 
surface finish, along wth strength and 
combination of properties —you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extmsions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
01 semi-holiow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so ! Please write to: 


HINDUSTAN ALUMININM 
CORPORATION LTD. 

Works: Renukoot, U.P. 
Offices: BOMBAY 
OELHI-CALCUTTAMADRAS 
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WHEN POLITICS IS WINCE 

MANY BUSINESS leaders or other eminent observers of the economic scene 
have been saying from time to time that it is the governntent's decision-making 
prowsses rather than its policy-making attitudes which must be blamed for the 
avoidable delays and difficulties imposed on entrepreneurs. There may be some 
substance in this assessment, but we doubt that it presents a rounded view of the 
problem. It is undoubtedly the case that neither red-tape nor the dead hand 
of bureaucracy, nor even the operation of Parkinson’s Law (or Laws) 
is to be blamed lor the postponement or frustration of so many worth¬ 
while industrial projects. It is no doubt easy to blame corrupt or wooden 
officials—and we do not deny that their number is legion— but it seems to us that, 
in many important cases, the blame must be bluntly ascribed to lapses at the level 
of policy-making. It is in the national interest that this fact should be squarely 
faced. 

Unfortunately, there are far too many among us who seem to be rather t< o 
readily disposed to put the best construction possible on the government's inten¬ 
tions or its performance. Mr G. D. Birla, for instance, spoke highly of the 
central government recently merely because it had decided to grant increases in 
the prices of steel and vanaspati. The fact is that, while periodical price adjust¬ 
ments in a controlled industry should normally be a routine administrative exer¬ 
cise, the government has been regularly subordinating the claims of controlled 
industries for economic prices to considerations relating to its own political inte¬ 
rests. The increase in steel prices, for instance, has not only been delayed unduly, 
but has been less than what the increased costs of production would justify. As 
for the vanaspati industry, it has had to do battle every time against the govern¬ 
ment's reluctance to incur unpopularity by sanctioning an increase in the price of 
an article of essential consumption. Indeed, the industrial scene is littered with the 
maimed bodies of ill-treated industries for whom price control has always worked 
as a penalty or punishment merely for daring or desiring to exist. In all such cases 
it is not the dilatoriness or the cussedness of the bureaucracy which has been at 
fault, but deliberate policy attitudes at the level of minister-]mlilicians. 

Mr G. D. Birla, again, was generous in praising the central government for 
clearing the Goa fertilizer project. Here, again, the green signal was flashed just 
before the zero hour and only when it became the case that any further delay would 
have meant the reopening and renegotiating, possibly to this country’s disadvantage, 
of a whole series of collaboration and financing arrangements which the promoters 
had patiently worked out over a period with a number of parties, including bank¬ 
ers, in the United States. It would be no exaggeration to say that a less patient or 
a less enthusiastic entrepreneur than Mr K. K. Birla would have long ago given up 
the scheme in despair, and had he done so it would have been not because the 
bureaucracy did not know better or individual officials were unhelpful or obs¬ 
tructive, but simply because the government’s policy-making attitudes were so 
confusing and self-contradictory that the project had become a plaything of all 
kinds of political pressures. Mr G. D. Btrla's tribute to the government in this 
case, if at all valid, was valid only to the extent that the Prime Minister and her 
secretariat stepped in just in time to rescue a scheme which was obviously of the 
greatest relevance and value to the progress of the national fertilizer programme 
to which the central government stood committed. 

The issue that matters, however, is not whether a particular project has been 
reprieved at the last moment or not. but whether the way in which policy is made, 
or more often, not made is not working havw with the nation’s hopes of growth 
in production and employment. The way in which the governiMnt has been 
playing with the Mithapur fertilizer project of the Tatas is a familiar illustration 
of the harm that is being done to the economy in this manner. Other notorious 
examples, of course, arc offshore oil prospecting, the expansion of refinery 
capacity in the private sector and, above all, the extremely casual manner in 
which the ministry or ministries concerned have been handling schemes in 
the private sector for setting up plants for the manufacture of alloy and special 
‘steels. In all these cases it is not the decision-making processes which are to 
blame but the policy attitudes of the ininister-politicians. ^ 

The point we are labqtimng here is that if decisions are delayed or evaded 
it is often because it batons to be the govern^nt’s policy of the moment to 
avoid taking decisions >f they can help it. It is worth noting that where it 
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coulil !>c shown to be in the interest of 
the p»rty in pewer, the gc^vernment docs 
not obviously have any difficulty in 
taking whatever decision it finds op¬ 
portune. The Prinf>c Minister's recent 
announcement conceding the demand 
for another oil refinery in Assam is a 
case in point, although the cynic may 
point out that beyond a vague refe¬ 
rence to the fourth Plan, Mrs Indira 
Gandhi has carefully refrained from 


Almost evkry other politician, whether 
in power or out of power, seems 
to be ready these days to shout 
for Q bigger fourth Plan than the poor 
Planning Commission's Draft has pro¬ 
posed. If this fervour is not to froth 
and ferment into complete opportu¬ 
nism, thereby involvina the national 
ecom^my in a wastage of scarce resour¬ 
ces, the central government should give 
a cojisiructivc lead without much loss 
of lime and slate firmly in what res¬ 
pects or directions it believes that the 
Plan might Ik enlarged so that there 
could be sounder as well as speedier 
economic growth. As it is, all kinds of 
wild*cat schemes for spending public 
money even before it is found have been 
left floating in the air like so many 
balloons. 

From this point of view, the Ministry 
of Steel and Heavy Engineering deserves 
to be congratulated on coming forward 
with proposals for stepping up the ex¬ 
pansion of steel capacity* It is fortunate 
that the resignation of Mr C. M. Poon- 
acha and the aJ hoc arrangement which 
the Prime Minister subsequently chose 
to make by asking the Defence Minis¬ 
ter, Mr Swaran Singh, lo take on this 
ministry as an additional charge has 
not come in the way of this new initiative 
in steel. Mr K. C. Pant, Minister of 
Slate in the Ministry of Steel and Heavy 
Engineering, who has been functioning 
actively under the overlordship of his 
cabinet minister, has been able to 
frame and discuss with the Prime Minis- 
t\ ^ a blueprint for additional activity 
in steel during the period of the fourth 
Pliin. 

While the current shortage of steel 
products circclivcly serves to emphasize 
the importance and urgency of this 
forward-planning, it would be an over¬ 
simplification of the basic steel situa¬ 
tion to relate the steel expansion pro¬ 
gramme entirely to this short-term con¬ 
text. As Mr Pant has pointed out, a 
doubling of steel capacity over the next 
ten years would be essential to the 
achievement of a growth rate even of 
six per cent for the economy as a whole. 

It is proper lo recall here the grand 
conceptualisation of the nation's steel 
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indicating when exactly work on the 
promised refinery may be expected to 
start. It seems to us, therefore, that the 
administrative bottleneck is far less 
an impediment than the political bottle¬ 
neck. The inference is that the country 
ma> expect tc; grow fast industrially 
only when the politicians in power 
feel that it is to their or their 
party's interest to allow this growth to 
take place. 


future which Mr T. T. Krishnamachari, 
as perhaps its most farsighted sponsor 
in the post-independence period, had 
envisaged from the beginning. It was 
his exacting specification that the 
nation should aim at a capacity of from 
20 to25 million tonnes at the least as 
the genuine first stage in the growth of 
its steel sector. 

In this view of the steel future of the 
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country, the new plants set up or the 
expansion effected in tte existing plants 
so far are only a preliminary to what 
must be accomplished through a conti¬ 
nuous and increasing flow of effort in 
this field. It is good that Mr K. C. Pant 
has sought to impart currency and 
vigour to this dynamic vision of the 
nation's steel industry. The particulars 
of his expansion plan are a matter of 
detail except that he should undoubted¬ 
ly give as much prominence lo the early 
fruition of schemes in the private sec¬ 
tor for the production of alloy and spe¬ 
cial steels as he has given to speeding up 
the various stages of the Bokaro project 
or the undertaking of other expansion 
plans for basic or other steel in the 
public sector. It is true that Mr Pant's 
proposals would call for an increase in 
the allocation of funds for the steel 
industry, but if there is at all a sound 
case for enlarging the size of the fourth 
Plan, a good part of the argument 
should surely be found in the ease of 
the steel industry for faster growth. 


Depositors Must be Reassured 


Whaiivir may he the outcome of the 
writ petitions before the Supreme Court 
chaiitMiging the validity of the Bank 
Nationalisation Act, encouraging de¬ 
velopments arc taking place in the 
banking world. There arc the pros¬ 
pects of a heady growth in deposits in 
the coming years provided the lending 
policies of the credit institutions conti¬ 
nue to be on sound lines and the con¬ 
fidence of the depositing public in the 
stability and soundness of the banking 
system is strengthened. Under the 
policy of social control, the need for 
undertaking a vigorous programme of 
branch-banking was recognised and all 
scheduled commercial banks were 
encouraged to open more branches in 
unbanked areas. 

A committee appointed by the 
Reserve Bank of India was also ask¬ 
ed to examine how the activities of the 
dilTerent banks could be co-ordinated 
and how greater attention could be paid 
to the devciopm.ent of banking in back¬ 
ward areas. This committee felt that 
the same number of branches could be 
made to serve a larger area and parti¬ 
cular hanks should adopt special 
areas for intensified development. More 
recently a study group appointed by the 
National Credit Council has indicated 
that there are still 453 towns w'hich 
have no banking facilities besides 827 
centres in the rural areas which have 
considerable potential for banking 
business. 

The objective is to ensure that there 
is no town without a bank by the end 
of this year and in order to make 
credit available liberally to borrowers in 


the agricultural sector new branches 
shoidd as far as possible be started in 
the interior. In pursuance of this ob¬ 
jective a good beginning has already 
been made as in 1969, as many as 974 
branches were newly opened with 519 
offices being located in unbanked areas. 
This rate of growth in the number of 
branches is unprecedented even though 
it must he said that, in the late sixties, 
between the State Bank of India and its 
subsidiaries and other major banks, new 
branches were opened in a big wav- 

Thc effort of 1969 will be further 
excelled in 1970 as the Reserve 
Bank of India recently issued a circular 
lo the scheduled commercial banks 
asking them to formulate their plans 
for the opening of new blanches in 
such a way that 600 offices are started 
in the first half of this year, 400 of them 
functioning in unbanked areas. There 
will obviously be a similar programme 
for the latter half of 1970 or the number 
of new branches may even be larger. 
But it is quite likely that the additions 
to branches will be in e.xcess of 1200 
and all the towns having a population 
of over 10,000 should be having a bank 
of their own by the end of this year. It 
has been estimated that in a five-year 
period the network of banks will com¬ 
prise over 14,000 branches and it should 
be possible to reach the target for 
deposits of Rs 10,000 crores by 1974. 

This target will not be difiicult of 
attainment if there is continuing in¬ 
crease in agricultural production and 
there is also a faster spread Of the bank^ 
ing habit. Already new trends in de-> 
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posits have emerged and with the data 
published by the scheduled commercial 
banks for the week ended December 
26, 1969, it is possible to say that the 
growth in net deposits of Indian sche¬ 
duled banks was as much as Rs 621 
crores in the 12 months ended Dccem.her 
26, against Rs 458 crores in the corres¬ 
ponding period in 1968. As m.any of 
the new branches were opened only in 
the last quarter of the year they m.ight 
not have made any big contribution to 
the working funds of the banking sys¬ 
tem. With a large base already created 
and the arrangements for starting an¬ 
other 1,200 branches in 1970 it will 
not be surprising if the fresh additions 
to deposits amount to Rs 900 crores. 

This process can be expected to be in 
evidence in the coming years barring un¬ 
foreseen developments and it should be 
easily possible to more than double 
the net deposits of the scheduled 
commercial banks to Rs 10,000 crores 
during 1971-74. It is necessary to 
leinember that even with the same 
rate of increase in the national income 
there can be a faster growth of de¬ 
posits with growing monetisation of 
the economy. If the banking system 
grows considerably in stature it should 
be possible to ensure the productive 
use of available resources and increase 
the proportion of bank deposits to 
notes in circulation. 

The fear has been expressed in some 
quarters that, with a liberal expansion 
of credit to borrowers in the priority 
sectors there may be an increase in the 
pressure on the banking system and it 
may even become necessary to restrict 
credit to the bigger borrowers particu¬ 
larly in the industrial sector. On the 
basis of the experience of 1969 and 
with the prospect of big additions 
to deposits in the coming years 
there may not be any need for 
denying credit to any class of borro¬ 
wers so long as wholesale prices 
remain fairly stable and constructive 
policies are pursued by the monetary 
authorities. In the past year against 
the growth in deposits by Rs 621 crores 
advances amounted to Rs 516 crores 
resulting in a slight increase in the credit- 
deposit ratio to 74 per cent from 72.7 
percental the end of 1968. In that 
year deposits increased by Rs 458 crores 
and advances by Rs 344 crores. 

It must be pointed out in this context 
that a big rise in advances took place 
only in December 1969 and in the earlier 
months many banks had a problem of 
utilising effectively available resources. 
It is also necessary to remember that a 
good part of the additional advances 
in the past two years is on account of 
the Food Corporation and other agen¬ 
cies of the government, quite a large 
amount being locked up in buffer stocks. 
With intelligent changes in food con- 
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Irols and a liberalisation of the restric¬ 
tions on the movement of foodgrains 
the locking up of funds in buffer stocks 
may not be such as to create difficulties 
for others. Indeed it is expected that 
the central and stale governments 
would review the food situation in the 
next few weeks and take far-reaching 
decisions as the latest reports indicate 
that the output of foodgrains in 1969-70 
may be considerably in excess of the 
production for 19(iS-69. A'i deposits 
may increase by Rs 900 crores in 1970 


even with the grant of loans to borro¬ 
wers in the agricultural sector there 
may not be any squeeze in the money 
market in the coming months. If there 
could bt a p;irallel growth in deposits 
and advances and the needs of all 
borrowers were satisfied the new 
policies would have been worthwhile. 
It is in clarifying the doubts of borrow¬ 
ers and confirming the expectations re¬ 
lating to a growth in deposits that the 
happenings in 1970 should be cons-dcr- 
cd as havmg crucial significance. 


Gujarat: Towards Increased Industrialisation 


Thanks as much to the growth- 
oriented attitudes iff iis government as 
to the initiative and drive of its business 
community, Gujarat is today among the 
more dynamic states where industria¬ 
lisation is concerned. Its economic deve¬ 
lopment will no doubt receive furthiM* im¬ 
petus as a result of a convention which 
the Gujarat Chamber of Commerce and 
Industry is planning to hold next w'cek in 
Ahmcdabad. This would be the second 
convention of its kind. The first one 
was held in January, 1%0, also in 
Ahmedabad, on the cve of the 
formation of the state. The chamber 
evidently feels that the businessmen of 
Gujarat could profitably meet again to 
compare notes on the progress which 
the state has made in the industrial field 
and exchange views on the possibilities 
for the future. 

During the recent j^ast, two iiislitii- 
lions have played a positive role in 
promoting new industries in Gujarat 
and it is worth recounting their achieve¬ 
ments here. Similar insitutions in other 
states can draw some useful lessons 
from their operations. The first of these 
institutions is the Gujarat Industrial 
Development Corpor:iiioii(GlDC)which 
thanks to the bold and imaginative 
leadership of its chairman, Mr Manu- 
bhai Shah, has plav'cd a big role in 
setting up new industries in different 
parts of this state during the last seven 
years. 

The GIDC has so far undertaken deve¬ 
lopment activities in eight industrial 
areas such as Naroda, Odhav, Valva, 
Vitthal Udyognagar, Vapi, Umbergam, 
Nandesari, ‘C’ sector, and Bhavnagar. 
During the year 1968-69, it undertook 
the development of no less than 17 new 
industrial areas in addition to the eight 
areas mentioned above. Jn all, the 
GIDC has sanctioned the construction 
of 969 factory sheds over an area of 
8,692 acres which it has developed. No 
less than 203 factory sheds have already 
been completed and allotted to indus¬ 
trialists while the remaining ones are 
under construction. 

The total expenditure on the 
development of factory sheds, roads, 


water supply, survey etc. incurred 
by the corporation since its incep¬ 
tion has been more than three 
crores of rupees resulting in the emp¬ 
loyment of 5,700 perNons. The total 
capital investment in the inclusirics es¬ 
tablished through the assistance of the 
corporation is estiinalcd to be around 
Rs 11 crores while the annual output 
of the factories is nearly Rs 17 ciorcs. 
These industries cover a wide range of 
goods such as paints, pharmaceuticals, 
textiles, paper, agricultural implements, 
electrical acccsorics, electronic equip¬ 
ments, rubber products, plastic mate¬ 
rials, aerated waters and automobile 
parts. 

The corporation has also taken the 
decision to construct 94 rural W'ork* 
shops in different parts of Gujarat to 
be managed by rural artisans and co¬ 
operative societies. These workshops 
are expected to provide ready service to 
agriculturists and others in the rural 
areas for repairs of agricultural inipie- 
mcnis and tractors. In the wake of the 
rising productivity of land, the ii.se of 
improved agricultural implements is 
expected to increase in the coming 
years and it is necessary to provide such 
facilities in rural areas if (he agricul¬ 
turists arc not to be discouraged in the 
use of the these new facilities. 

The second leading institution which 
has done commendable work in pro¬ 
moting the establishment of new indus¬ 
tries, specially in the small-scale sec¬ 
tor, is the Gujarat Industrial Investment 
Corporation Ltd (GIIC) which within 
a year has won extensive popularity 
in the state. This corporation, under the 
chairmanship, again, of Mr Manu- 
hhai Shah, came into being primarily 
for providing capital participation in 
limited companies, sponsoring and 
underwriting of new issues of shares 
and securities, providing long and 
medium term loans for fixed capital, 
and capital participation with commer¬ 
cial banks and the Gujarat Slate Fin¬ 
ancial Corporation. 

A feature of the operations of the 
cue is the “Technicians* Scheme” des¬ 
igned to encourage young men who have 
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skill,and cxepricntc tosciup 
small iiulusirics or w(»rksln>ps of »hcir 
Wl'iit ihc technicians lack in 
almosl all l;ocs is hnaricijl stipporl and 
it is here ihai the GIK has played 
a useful r»yfc. Within the very lii^i year 
td’Ms (»perali‘>n, n<» less lhan 12^^ tech¬ 
nicians have been sane'iimcd linancial 
asdstance worth ab<ud Rs 75 lakhs/J Ins 
is indeed praiscwoithy heeaioc fhrtuifzh 
this sthenic employment has been pro¬ 
vided lo unemployed technicians, eral- 
tsmen and cnyinccrs and at the same 
time production of poods of various 
l.inds has hicii cueouraecil. 

The GIK* has also seleeled certain 
induslries vvhieh are heinp given high 
prioiify Includtd in this list are: 
derence-oriented industries; industries 
winch are subsiantial n«M savers of 
foreign exchange and in particular are 
expiut-oriented; inanuraeluriiip incius- 
ines erkouraging import substiliitivin, 
speMallv expori-micnied ones: essential 
ct»iisumer >» 0 (uls nuluslries using indi¬ 
genous raw materials; agriculture-based 
indjsir ; ,»nd industries proviiling 
basis for furl her imlu^lrialisation. 

I'he terms on which the lin ineial 
asosttinee is piawiiictl to tcehniei.'iis by 
the GIK‘ ale libera! so as to minimise 
llie Imancial hurilen. J he Icehnieians 
are eviKCtcil lo repay the hian in 12 
ye.iis long enough to enable them to 
establish a new industry on a sound 
basis. J'lie rale of iiilercsl charged is as 
h»w as 4l |xr cent for the iirst three 
years ami 0 pei cent I\m* the remaining 
pcritul. riie loan is provided to cover 
value of plant, ruiehinery, equipment 
and accessories and margin for work¬ 
ing capital from hanks. 

It may be recalled that the State 
Bank of India, the picmier public sec¬ 
tor bank, has als<» prepareil a scheme 
to assht qualified Icehnieians and en¬ 
gineers up to Rs l()0,()(K); this linancial 
limit has recently been raised lo Rs 
2(Hi,0iH) in the ease of individuals and 
Rs too 01)0 for partnerships. A list has 
;d'i» been drawn up by ihe bank s«» as 
io indicate piiv>riiics, defence iiuius- 
iries oeeiipving (he top place. The rate 
of inlvTosi charged b> tlie Slate Bank 
of India is per cent above ihe Slate 
Bank Advance rale with minimum 
per amt per annum J'he h^an is ex¬ 
isted to he repaid in five lo seven 
yeais. 

1‘he Gv)vornment Gujarat has re¬ 
cently evolved a pack,ige scheme in 
collaboration with the CJujaral Small 
Indu.strics Corporation ltd and Guja¬ 
rat Industrial Development Corpora¬ 
tion for encouraging technicians and 
engineers to set up imlustrics of their 
own when they require amounts up to 
Rs 10,(KK) each. This scheme is termed 
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as the package scheme and loans are 
provided through the Industries Com¬ 
missioner of ll- slate. 

■Jlic GIK and the GIDC have also 
joined hands in preparing project re¬ 
ports on various subjects lor tht benefit 
of inicrLMcd cnivrprcncurs. SjxjciaI em¬ 
phasis has I’ccn pul on plastic manu- 
factiuc and pi trochemicaU. These ic- 
ports are prepared by commiitcts 
cxfvris on ddfcrciit subjects and are 
made avail.ible to craft‘‘incii, engineers 
and technicK'i's who intend to bLComc 


Ini INDIAN Awlines (lA) can ti-kc 
legitimate pi ale in its seecessrul perfor- 
maiicx durd-g the past two-and-a-half 
year, in particular during 196S-69. 
it eouki have lK\n no easy task, siirclv. 
lo tc'cav' this airline from the financial 
liithukrcc in wliich it col caught in 
l%6-b7, ppmai4\ as a icsuli of the 
di v.diiat.op ol !l;e rupee. In that year, 
the IA sulTerL cl, for the first time in 
the siM.es. a loss and that too to the 
statigtiipg amount of Rs 2^3.50 lakhs. 
Since 19b7-ti>'-, however, its woiuinc. 
has sheswp cop^deiabie iniprcncirLiit. 
In tins veal, ilk loss of the I A dwirdlLd 
to a hare Rs 2b.20 lakin. In l%S-60. 
the lA shc'wect a net profit ot Rs K>5.74 
lakhs a rceoitl for any yca.r since the 
nationalisation of civil aviation in 1953. 
rhe l%.S-b9 piofil represented a i t turn 
of 12.S pel vMit vni the co,uily capital 
ol Rs !2.97 Cl cues. 

The m iin factois ccmlribiiling ti' this 
encouraging performance arc not far 
to seek. I'nder the dynai^vie leadership 
of Dr Bharat Ram, who was the chair¬ 
man of the lA in 1967-bS and 1968-69, 
coneertal clforls wcmx made not only 
l<>wards cc'»n<>mi.sing (>n expenditure 
through better ulili/ation of men as 
well as materials, but abo for attracting 
trallic. The an line carried in 1968-69 
l.% million passengers, as against 
1 66 million in 1976-68 and I 41 mil¬ 
lion in 1966-67. The growth in cargo 
trallic was from 19,454 tonnes in 
1966-67 to 21,289 tonnes in 1967-68 
and 23.102 ti'pnesin 1968-69. The postal 
mad Iralhe. during the three years v.as 
9,100, 9,931 a.nd 10.206 tonnes, re.s- 
peciivcly. Ilk total trallic carried in 
1968-69 in terms of re venue-ton ne- 
kilometres sliowed an increase of 13.1 
per cent ovtr the traffic carried in the 
previous compared with the 

traflic can led in 1966-67, ;t was higher 
by about 3(> per cent. Owing to the 
capacity of ilw IA being expanded to a 
limited extent and that too primarily 
through ratii'nalising and streamlining 
of its operati(Mis, the overall load factor 
went up. Tn 1968-69 it was as high as 
73.6 per cent -7.8 per cent more than 
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industrialists by taking advantage of 
the technicians' scheme. It is through 
ail these means that the G11C and 
the GIDC are steadily hastening the 
industrialisation of the state and 
also providing employment to the un¬ 
employed engineers and craftsmen. The 
moving spirit behind both the organi¬ 
sations is Mr Manubhai Shah former 
Commerce Minister in the Government 
of India, who is the chairman of the 
GIDC and has been working round the 
clock in order to provide guidance and 
advise lo young entrepreneurs. 


in 1967-68—as against 46.5 per cent 
recorded by the world airlines in the 
domestic sector durine this year. On 
the trunk routes an even higher load 
factor was achieved. 

With llu* ircrease in the uti- 
li/iMion of aircraft and the slalf strength 
not allowed lo go up in a correspond¬ 
ing prnpornon in 1968-69, the staff 
St length was increased only by 2.8 
pel cent • the utilisation of manpower 
also improved considerably. This 
iinprovcmenl ip the utilization of man¬ 
power is also evident from the fact that 
the m.a 11 -day^ lost due to work stop- 
piiges nggregated only 52i in 1968-69, 
as against 31,919 in 1967-68 and 2,744 
in 1966-67. The better utilization of 
rcs^>urcLS in 1968-69 and 1967-68, com¬ 
pared lo the previous years, Jielpcd in 
restricting the growth in the operation 
costs of the TA. The operating cost 
piM* rcvcnuc-tonne-kilonietre worked 
out to Rs2.50 in 1966-67, Rs 2.46 
in 1967-68 and Rs 2.38 in 1968-69. 

The spectacular performance of the 
TA in 1968-69, however, may not be re¬ 
pealed this year, but this w ill be through 
no fault of the management. The air- 
line expects to carry 2.2 million pas¬ 
sengers this year. However, due to 
ihclimiledcapacity available at present, 
no increase in cargo trafric is being 
sought. As a mutter of fact some diffi¬ 
culty is being experienced in entertai¬ 
ning orders for charters. The recent 
stepping up of passenger fares should 
help in improving the revenue. The 
main factor which will reduce profitabi¬ 
lity, however, is the enhanced cost of 
fuel resulting from the increase in 
excise and customs duties on aviation 
fuel elfecicd in February last. The 
lA is expected to incur this year an 
additional expenditure of nearly Rs 
80 lakhs on this account alone. The 
net profit for 1969-70 may be approxi¬ 
mately Rs 130 lakhs. 

The present high load factor of the 
lA apparently makes it imperative that 
the capacity of the airline, specially 
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on the high-density trunk routes, should 
be expanded expcdniously. The I A, 
in fact, took up this question with the 
government over a year ago and re¬ 
commended that it should be allowed 
to purchase the DC-9 aircraft. Then 
followed a whole scries of political 
manoeuvres, punctuated by an episode 
of alleged corrupt practices. As a 
result of a fresh review by an experts 
committee, it has now been decided 
that the lA should go in for seven Boe¬ 
ing-737 which, after the withdrawal of 
the DC-9 offer, has been adjudged as 
the most economic among tht four 
contending aircraft — Boeing-727, 
TU-154, Boeing .737 and BAC-111 - on 
such considerations as the future ex¬ 
pected growth of domestic passenger 
traffic, the flow of foreign tourisls, the 
level of air fares, block speeds, load 
factors, cargo growth rates and the 
suitability of our airfields. Two air¬ 
craft are expected to be delivered by 
November-December this year and the 
other five by April, 1971. A high level 
delegation led by the chairmun of the 
lA, Mr Mohan Kumaramangalam, will 
be visiting the United States shortly for 
direct negotiations with the niaiiufac- 
turers on important issues, including 
import of spares, ground support 
equipment, etc. 

The decision, though taken belatedly, 
is welcome. As against the trijels 

Better Balance 

Tun Ministry of Foreign Trade has 
reason to be satisfied at the conclusion 
of the new trade and payments agree¬ 
ment with Yugoslavia, which was signed 
in Belgrade on December 31 bv the 
representatives of the two govern¬ 
ments. The agreement has extended the 
existing rupee payment arrangements 
between this country and Yugoslavia 
for two years until the end of March, 
1972. Meanwhile, India is reported to 
have agreed to study the implications 
of Belgrade's suggestion to have a pay¬ 
ments agreement on the basis of con¬ 
vertible currency. 

The trend in Indo-Yugoslav trade 
in 1969 was quite favourable lor 
India when our exports are estimated 
to have almost doubled nearly to 
Rs 25 crorcs compared to the previ¬ 
ous year. But it is only by examining 
the statistics in detail that we shall be 
able to say in what directions we have 
been able to achieve a considerable 
improvement in our exports to Yugos¬ 
lavia in 1969. It is pertinent to recall 
that the Indo-Yugoslav trade agreement 
for 1969 had envisaged exports to go 
up to nearly Rs 50 crores of which the 
major items were the following : iron 
ore Rs 15 million, coffee Rs 30 million, 
rolled steel products Rs 32 million, pig 
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165-seater Bocing-727 and 15I-sea(er 
TU-154 and the twin jet 9(S-scatcr 
BAC-1 II, Boeing-737 is a llS-seutcr 
twin jet aircraft. BAC-111 obviously 
would not have suited as its capacity 
is marginally larger thiin the present 
Caravcllcs. TU-154 is still to be de¬ 
monstrated. The choice perhaps, there¬ 
fore, narrowed doxvn to cither of the 
two Boeing aircraft. Bocing-727 has 
been in commercial llight for nearly 
five years, but it being a trijet, would 
have required cMcn .ion of runways on 
the regional route-. Bocing-737 has 
been in service f<M slightly less than 
three years. Con.pared with the other 
three contending aircraft, its fuel 
consumption is said to be the *o\vcL.t. 
This is a major advantage as because ot 
high liiel prices thanks high taxa¬ 
tion — lA's fuel costs account for as 
miichas27,3 percent of its total opera¬ 
ting expenses, as against eigh* to 15 per 
cent in the case of other airlines the 
world over. Bocing-737 will not in¬ 
volve any exten aon of runway wliethcr 
on the tiimk or tlic regional routes. 
For the time being it should, thciefore, 
meet the requirements of the IA ideally. 
But w ill it he able to do so when Jumbo 
jets appear on the internati.-nal scene? 
Perhaps the Boeing-737 aircraft will 
then have to be diverted to regional 
routes and a new laiger aiierafl will 
have to introduced on llic trunk routes. 

with Belgrade 

iron Rs 12 million, wire lopcs Rs 15 
million, aluminium lagots Rs 35 million, 
jute products Rs 26 million, tyres and 
tubes Rs 30 million, cotton textiles Rs 
25 million and deoiled cakes Rs 30 
million. It will be inicrcstinc to know 
how far these specific larecls were 
reached in 1969. While the export of 
aluminium ingots w^as taking place with¬ 
out difficulty, the exports of other 
major items were said to have met 
with various kinds of obstacles. For 
instance, it was reported at one stage 
that Hindustan Steel was not keen to 
supply steel products to Yugoslavia 
because it was able to sell them at higher 
prices in the free currency areas. The 
export of lyres and tubes was held up 
for some months during the last year 
because of the delay in issuing im¬ 
port licences by the Yugoslav govern¬ 
ment. The export of our commercial 
vehicles also faced much resistance be¬ 
cause of the pressure exerted by the 
Yugoslav automobile industry to go 
slow with these imports. It is under¬ 
stood that the Yugoslav authorities 
have now clearly informed India about 
their inability to permit the import of 
vehicles of less than seven tons. Under 
the new pact, the trade pattern between 
India and Yugoslavia iu 1970 is expect¬ 
ed to be more balanced and our exports 
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are likely to be higher by about 25 per 
cent as "compiircd to 1969. In the ab¬ 
sence of ihc details of new trade plan, 
it will be difficult to say to what extent 
the target will he achteved. ft is clear, 
however, that Indian exporters vvill 
have 10 strive very hard indeed if they 
are xo make further headway into the 
Jugoslav market. Competition for 
Indian goods from the western coun¬ 
tries is becoming ir.ore intense. It is 
necessary therefivre for Indian exporters 
to give greater attention to quality, 
prices and otJwrr details. 

Our exporters should also remember 
that Belgrade may not retain for all 
lime the concessions that it is now of¬ 
fering to Indian goods, l or exam.nle, 
Yugoslav inqiorters are paid a subsidy 
of 20 per cent on tlie shipping 1‘rerght 
on Indian goods. Moreover, the Yugos¬ 
lav businessmen \vho wish to export 
10 India have to impoit from her goods 
valued up to 120 per cent of their ex¬ 
ports to this country. Belgrade has also 
drawn up a li'^t of goods to be imported 
only from the developing ctnintras 
which is a distinct advantage to India 
because she alone is in a position lo 
Mipplv most of these goods. Is New 
Delhi sure that Belgrade will continue 
these measures till Ihc new agicen.ent 
expires in March. 1972, cspvciully in 
view of the steep decline in ^’ugo^lav 
expnits (o India in 1969? In the first 
nine months of 1969 Yugoslav exports 
lo India were valued at only Rs 4.8 
crorcs compared to Rs 10.7 ciorcs in 
the same period of 1968. It is reported 
tl at this slow-down in Yugoslav ex¬ 
ports is causing much concern both to 
the government and the busine.ss enter¬ 
prises in that country. 

The new trade pact also envisages 
further progress in setting up joint 
ventures. But so far the achievements 
in this direction have been negligible 
although the specific fields for such 
ventures were identified long ago. The 
governments of both India and Yugo¬ 
slavia should examine dispassionately 
what priccscly have been the handicaps 
and what should be done to speed up 
progress in respect of joint ventures. 

In the context of the new' trade and 
payments pact, the report of the Indian 
business delegation which visited Vug- 
oslavia in September last year under 
the leadership of Mr K. K. Jajodia 
assumes topical importance. The report 
has highlighted the considerable scope 
that exists for diversifying Indian cx- 
port.s to Yugoslavia. It has also spelt 
out the specific measures lo be adopted 
by the Government of India and the 
Government of Yugoslavia to expand 
the trade and ^onomic co-operation 
between the two countries. It has point¬ 
ed out, for instance, that the trade 
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agreciYitnt for 1969 mentioned only 
«bout J<)0 items us being available for 
exptYri trom. India to Yugoslavia where¬ 
as the toli.l nun#l>crorproducise\p<Yrtcd 
bv i'ur countiv to the various parts 
of the world o( the ordei of’ 3,(XKK 
Similarlv, the report has suggested that 
Yugoslavia also should widen the hsl 
of the goods that it can offer to India 
under the trade agreement. This is all 
the more necessary in view of the falling 
trend in the Yugoslav evports to our 
e(nintry in recent months, (he report 
also nrvikes severa* oilier suggestions 
such as the provision of facihtics to 
Indian e.\portcrs to open offices in Yugo- 


was held recently between 
the representatives of the Federation of 
Indian lApor? Organisations, F'xport 
pjon'olion ( ouncils. Cfiambcrs <»r 
C'onunerce and other tf«‘de cirganisa- 
tions on the one hand iind the envoys 
aceieditcd It) 33 countries m Africa 
on the other to discuss measures 
necessary for improvement of oui trade. 
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slavia and to hold consignment stocks 
in the free ports, modification of credit 
regulations by ti'»e Yugoslav govern¬ 
ment so as to facihtatc the import of 
Indian goods and effective participation 
by Indian firm.s in V'ugoslav fairs. The 
Niini'^try of Foreig* Trade should exu- 
mir>e the*.e recommendations prom.ptJy 
and in.otenient them as far as possible. 
1he ministry should also adcciuatLly 
publicise the lull details of the new 
agreement among Indian firms, speedily 
and sympalheticaily consider their difli- 
eultics and give them all reasonable 
f.icilities to step up their exports and 
build up joint ventures. 


This countr\ has not been able to 
im.prtjve its e\|»ris to Africa which 
had, in fact, risen (uily maiginailv from. 
Rs 70 crorcs to Rs 72 crorcs between 
1966-67 and I96S-69. Inipoils from 
Africa, however, have increased from. 
Rs SS crorcs in l%5-66 to Rs 14S crorcs 
in l%8-69. This has resnllcd in an 
adveise balance ol Hade of the order 


January 16, 1970 

of Rs 76 crores in 1968-69 as against 
a nominal adverse balance of Rs 14.06 
crorcs in 1966-67 and an actual favour¬ 
able balance of Rs 9.48 crores in 1965-66. 

The adverse balance of trade has 
largely been the result of increased 
imports from the UAR, Tanzania, 
Congo, Zambia, Uganda and Sudan. 
As the table below reveals, imports 
from the UAR increased from Rs 26.90 
crores in 1967-68 to Rs 41.41 crores in 
1968-69. Similarly imports from Congo 
doubled in one year to Rs 20 88 crorcs 
in 1968-69. Imports from Tanzania 
increased by m.orc than 50 per cont and 
those from Zambia increased several 
fold changing the favourable balance 
of Rs 1.52 crores in 1966-67 to an 
adverse balance to Rs 6.98 crores in 
1968-69. 

This country has been importing from 
Africa some im.portant items of raw 
nvitcrials such as raw cotton, cashew- 
nuts, copper, rock phosphate and pre¬ 
cious pearls and stones. While Sudan 
and the UAR have been traditional sup¬ 
pliers of quality raw cotton, such com- 


More Exports to Africa 


INDIXS TRXDK Will! AFRICAN C’Ol NTRIES 


(Rs. Lakhs) 


1966-67 


1967-68 


1968-69 


C\mnlry 

Imports 

1 \ports (iii- 
chuhng re- 
c sports) 

Halanco of 
trade 

hnporls 

Exports 
(Inet. re¬ 
exports) 

Balance 
of trade 

Imports 

Exports 

(including 

re-exports 

Balance of 
trade 

Congo (Biv.) . 

417 

9 

-4,08 

10,49 

6 

—10,43 

20,88 

2 

—20,86 

I'lhtopia (incl. Fntrca) 

I 

126 

125 

ncg. 

M2 

! 112 

neg. 

225 

+ 225 

Ghana . 

106 

197 

*: 91 

57 

90 

4-33 

212 

116 

—96 

Ren) a . 

589 

731 

^ 14: 

764 

604 

—160 

—671 

812 

+ 141 

l-ib>a . 

ncg. 

69 

! 69 

ncg. 

113 

4-113 

neg. 

145 

+ 145 

Malagasay Rep. . 

7 

9 

1 2 

8 

5 

—3 

19 

9 

—10 

Mauritius iK* Dcp. . 

4 

94 

: 90 

5 

112 

+ 107 

22 

132 

+ 110 

Nigeria . 

4^ 

459 

! 416 

67 

375 

308 

12 

308 

h296, 

MorvKco . 

316 

27 

— 289 

153 

26 

— 127 

168 

40 

—128 

Other rast African countries .. 

1,128 

38 

—10.90 

14,29 

07 

-13,62 

17,83 

25 

—17,58 

Se>r'M.-;ics . 

80 

12 

—68 

91 

13 

—78 

84 

!5 

—69 

Sierra Leone . 

8 

60 

4 52 

6 

63 

+ 57 

120 

125 

+ 5 

Sudan . 

17.37 

1,457 

-280 

11,52 

2,075 

+ 923 

21,50 

1,847 

—303 

Tanzania . 

13,80 

476 

—904 

11.51 

409 

-742 

17,41 

494 

—12,47 

1 unisia 

299 

267 

--32 

39 

200 

4 161 

127 

145 

+ 18 

UgitiKla . 

163 

188 

' 25 

261 

144 

— 117 

4,27 

224 

—203 

l/AK . 

20,30 

25,00 

4 470 

26.90 

21,53 

--537 

41,41 

21,82 

—19,59 

Zambia . 

50 

202 

-1-152 

275 

196 

—79 

822 

124 

—698 

Other Africiin countries 

240 

271 

4-31 

236 

255 

+ 19 

235 

310 

+ 75 

Total Africa . 

85.98 

71,92 

-4,061 

94,.33 

70.18* 

— 24,15 

14,822 

72,80 

—75.42 
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nodities as cashewnuts. precious 
pearls and stones have been imported 
to help the exporters to some European 
and American destinations. Cashew- 
nuts and precious stones are exported 
after being processed in this country. 
The imports of copper and rock phos¬ 
phate have been found essential be¬ 
cause of the shortages of these commo¬ 
dities in this country. While this increase 
in imports from Africa has been useful 
to our economy and is therefore to be 
welcomed, it is desirable that it should 
be matched by a vigorous initiative on 
our part in selling to African countries. 

At present exports from this country 
are limited to a few traditional items 
such as tea, jute and cotton textiles. 
Although some beginnings have been 
made in the exports of non-traditional 
items such as engineering goods, chemi¬ 
cals, pharmaceuticals, rayon and silk, 
yet the extent of rise in the export of 
these commodities has been rather slow. 
This state of affairs nattirally calls for 
investigation and the recent meeting 
between exporters and envoys led to 
some interesting exchanges on the 
issues involved. 

Certain factors which have hindered 
the expansion of our exports to African 
countries include the colonial past 
which binds the African economies to 
the former colonial nations. Many of 
the African countries continue that 
pattern and find it profitable to main¬ 
tain it for reasons of avoiding disrup¬ 
tion in their economies. Another factor 
is that the multilateral grouping and 
associations have been created in Africa 
and an important one is the East Afri¬ 
can Community. Similarly, a number of 
African countries have become asso¬ 
ciate members of the European Econo¬ 
mic Community. To break such bar¬ 
riers requires considerable and persis¬ 
tent effort involving the detailed study of 
market situations. The plans for eco- 
nomk' dcvclopnicnl in Africa involve 
the building up of infrastructure faci¬ 
lities such as the erection of power 
transmission lines, construction of rail¬ 
ways and the building of roads and 
bridges, dams, harbours and airports. 
Mr Narielwala, President of the Fede¬ 
ration of Indian Export Orgnisations, 
suggested that our strategy should 
necessarily be to evolve a pragmatic 
approach from country to country 
depending upon the changing circums¬ 
tances. This country should try to 
secure projects on a turnkey basis by 
offering competitive terms as that can 
provide an outlet for the export of 
valuable capital goods and provide 
scope for the utilisation of our technical 
and consultancy services. 

The scope for increasing exports of 
engineering goods to Africa is substan¬ 


tial. At present the main African coun¬ 
tries arc importing engineering goods 
worth 5,000 million dollars but this 
country coniribulcs hardly three per 
cent of Africa's engineering goods 
imports, which is a modest share by all 
standards. Tn view of the encouraging 
performance of several engineering 
goods in various foreign markets, it is 
essential that more attention is paid to 
possibilities of stepping up exports of 
engineering products. 

This country has ijcqnired competence 
in technical and engineering consultancy 
too in the fields of construction of rail¬ 
ways, civil and industrial structures, 
harbours, road liansport and trans¬ 
mission of electric power, which can 
further help in engineering exports. 

In this context, Mr K. Eswaran of 
the Engineering Export Promotion 
Council complained that there were 
inadequate arrangements in this coun¬ 
try for the dissemination of commer¬ 
cial intelligence to exporters. He sug¬ 
gested that the Indian embassies in 


African countries should buy tender 
documents for exporters in this country 
on request. It was agreed at this meet¬ 
ing that a scheme should be worked 
out under which nrominent registered 
exporifrs would nave the facility of 
receiving tender documents upon re¬ 
quest from embiissics abroad provided 
they undertook to deposit a security 
amount with an appropriate govern¬ 
mental authority in this country. 

Another important suggestion was 
that our envoys in Africa could deve¬ 
lop and nuiinliiin closer contact with 
various new oomiiiercial and economic 
organisations and governmental and 
semi-governmen lal t radi ng organisa¬ 
tions in Africa and also inform the en¬ 
trepreneurs in this country about the 
reliability of various African trading 
parties, it is to be hoped that the con¬ 
ference has helped the envoys to a 
better appreciation of the needs and 
expectations of exporters in this country 
so that they may be able to assi.st the 
latter in their export efforts. 
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GOLD AT DOLLARS 35 

S- P. CHOPRA 


Tm iwoTiiR system for gold 
prices evolved by the central bankers 
of leading wcslcrn countries (including 
Belgium, West Germany, Italy, the 
Netherlands, Swii/crland, the UK, the 
USA but not France) in March 1968 
has staged a complete victory. According 
to the new arriingemcnl, the bankers 
had agreed to support the US policy 
of buying and selling gold at $ 35 an 
ounce “in transactions with monetary 
authorities only." The central banks 
forming the gold pool declined to sup¬ 
ply gold to markets of even monetary 
authorities which sold gold in private 
markets. 

Thus, the oflicial price was 
pegged at $ 35 an ounce but the free 
market price fliiciiiated according to the 
laws of demand and supply. In the mid¬ 
dle of last year, the market price of 
gold hovered around S 42 an ounce but 
since October 1969 there has been a 
sharp break with the result that the 
free market price at the lime of writing 
is* almost identical with the ofhciaJ 
price. This has thrown cold water onlhc 
expectations of speculators who bad 
at one time thought that the USA would 
be obliged to raise the price of gold to 
s 70 an ounce. The level of private 
hoarding of gold had multiplied almost 
three limes in one yea rfrom ^ 685 
million in l%6to s 2J80million in 1967. 

Largest Producer 

South Africa is the largest producer 
of gold in the world (.see Table U) and 
Its yearly output is nearly three-fourths 
ofliie total world production, excluding 
the output of the communist countries. 
An\ increa.se in the price of gold will 
yield the largest benefit to South 
Africa (and the USSR) Ksides the 
IvMiders spread ail over the world; 

. vuwersely, any fall in tlie price of the 
yellow metal will hurt South Africa 
the most. It is the claim of this country 
tluil the price of goUl should be iiicrcas- 
ctl keeping in view the general trend of 
commodity prices in the world. By their 
decision of March l%S, ilie central 
hankers of the leading coiimrics made it 
known in unmistakable terms that they 
would not transact any business in the 
free market, nor l>e a parly to any 
increase in the price of gold. It is ihcir 
thesis that gold, as a inonciary reserve, 
can and ought to continue to play its 
part at the current Pthcial price of .s 35 
an ounce. The communique of March 
1968 was however silent on the issue 


of support to gold prices if the market 
were to ilive below the official level. 

For almost two years. South Africa 
has been having discussions with the 
central banks as well as the International 
Monetary Rind (IMF) on this question. 
On the last day of last year, the IMF 
made it known that it would buy newly- 
mined gold from South Africa under 
certain conditions lied to that country’s 
foreign exchange needs. The first result 
of this announcement will be that the 
free market price of gold wall not slip 
below the official level of S 35 an ounce. 
This agrce:mcnt is satisfactory both for 
the world monetary system and the 
largest producer of gold in the world 
which has no option but to continue to 
sell gold in order to cover its chronic 
deficit in balance of payments. In 1969, 
the total trade deficit of South Africa 
was c.siimated to be around £ 400 
million which is likely to exceed £ 500 


million in the current year. The central 
banks are not expected to deal directly 
with South Africa and will, it is ex¬ 
pected, continue to augment their re¬ 
serves of gold through the IMF. 

Speculators alone are not respon¬ 
sible for inflating the demand for gold 
every year. The rise in population and 
the gross national product of the world 
have pushed up the demand of the yel¬ 
low metal for industrial uses and for 
the manufacture of jewellery. Rough 
estimates indicate that about $ 600 
million worth of gold is used every year 
in industrial countries in electrical, 
electronic and aerospace industries and 
in the fabrication of gold articles. A 
sizable part of the privately-held gold 
flows to developing countries in Asia 
and Africa w-hcre it is used as a hedge 
against inflation. Tradition-bound so¬ 
cieties still absorb fantastic quantities 
of gold every year (see Table III). In 
our country, despite various restric¬ 
tions on the possession of gold and 
jewellery, its demand has not been re¬ 
duced: a clear indicator is the free 
market price of gold which is almost 
three limes the price in the free markets 
of the world. 

France alone among the industrial 
countries has pursued a policy which at 


Tablh I 

GOLD : MARKETED STOCKS AND DISTRIBUTION BY USE 
1966 to FIRST QUARTER 1969 

(In millions of U.S. dollars at US S 35 a fine ounce) 



1966 

1967 

1968 

First 

Quarter 

1969 

Production' 

1,440 

1,410 

1,421 

340** 

Sales by the USSR 

— 

15 

11 


Purchases by Mainland China 

—75 

—7.0 

-43 

— 

Total new' supplies 

1,365 

1,405 

1,390 

340 

Change in countries' monetary gold 

slock* 

—950 

—1,400 

—580 

65 

IMF gold lransactions@(g,@ 

783 

30 

—394 

7 

BIS and Cl gold transactions@ 

121 

—209 

263 

74 

Total added to official monetary 

gold slock* (rounded) 

Residual ; supplies absorbed by 
industry, arts, and private 

-45 

—1,580 

—710 

145 

hoarding 

’'Excluding CMEA countries, 
**Stafl’ estimates. 

1,410 

Mainland 

2,985 

China, etc. 

2,100 

195 


(gMinus sign denotes net outflows of gold from the Internationab Monetary 
Fund, the Bank for International Settlements, and the European Fund. 
(g(g.E\cluding gold placed on general deposit in London and NewYork totalling 
? 254 miflion at the end of 1966, $ 278 million at the end of 1967. and $ 272 
million at the end of 1968. 

Source: Annual Report (1969) of the IMF. 
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The Garden city 
60 years ahead of its ti 


M 


e 


jMi6h6dpur« the steel city, is full of trees and flowers I 
, In fact, it is one of India's most beautiful cities. And 
the amazing thing is that Jamshedpur was conceived 
and planned exactly as it is today, more than 60 years 
ago. long before planned cities became common even 
In the West.. 




Sonari— an underdevelop* 
ed area transfor..'icd. Under 
a phased progr. mme, Tata 
Stud has hcipi. J the people 
to convert 20 underdeve¬ 
loped areas into beautiful 
localities, with well-lighted 
roads and adv^quate water 
supply. 


Jubilae Park.''Flowers, 
parks, and trees supply 
something which is, I 
imagine, of more basic 
Importance to human be* 
Ings and the human spirit 
than even iron and steel 
and it was a very happy 
thought to... provide thia 
kaautiful park." 




The Tata Main Hospital, in addition 
to this well-equipped GOO-bed hospital, 
Tata Steel has contributed to the setting 
up of an 82-bed TB hospital with a special 
children's ward. 


Our strength h In out poop^ 
§s much as in our stoat. 


TATA STEEL 

\ 

m4« 
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times has been a major irritant in inter¬ 
national monetary transactions. While 
alt other countries have been trying to 
'downgrade the role of gold and find 
to other means for liquidity, France 
alone has been opposed to any inter¬ 
national monetary system not based 
solely on gold. The French government 
has been asserting that for the estab¬ 
lishment of an “equitable, impartial 
and unshakeable'’ international mone¬ 
tary system which would command 
universal confidence, gold is the best 
medium, Ti was in pursuance of this 
policy that France abstained from vot¬ 
ing on the South African sales question 
at the IMF board meeting held on 
December 30, 1969. The truth is that 
since 1945, the LIS dollar has been 
the effective major reserve currency. 
However, with continued imbalance m 
payments for more than a decade, the 
US dollar came under pressure which 
reached an acute stage early in 1968. 

To show that the mighty dollar was 
no longer as strong as it was in the 
forties and the fifties, France look its 
posture of a worshipper at the altar of 
gold and succeeded for a short while in 
making its viewpoint look valid. The 
concerted action taken by the central 
bankers and the IMF has however 
proved that it is not necessary to peg 
all international transactions to gold, 
and ways and means can be devised to 
provide increased liquidity in inter¬ 
national trade through other means 
such as the Special Drawing Rights. 

Spcculators Lose Hope 

The free market price of gold had 
remained sufficiently above the official 
price ($ 35 per ounce) for nearly two 
years because of the attitude of France 
as explained above and also due to 
the expectations of the speculators that 
the USA would be obliged to agree to 
an increase in the price of gold. The 
present drop in the free market price 
demonstrates that the speculators have 
lost hope of any increase in prices and 
they have unloaded all the gold which 
they had purchased in 1967 and 1968 
for making quick profits. Investment in 
gold, it must be realised, does not 
bring in any dividend except through 
an appreciation in prices. The interest 
rates in European countries being high, 
it is no longer profitable to invest in 
gold. The only factor which can once 
again push up the price of gold in the 
free market is the increasing demand 
of the yellow metal for industrial uses. 
If the demand for this purpose turns 
out to be larger than newly-mined gold 
marketed by producer countries, the 
price cannot but rise. According to 
I^esent estimates, there is not much 
likelihood of this development. 

In our country, gold control has failed 


in all the three objectives for which it 
had been promulgated. Neither has the 
demand for gold dropped nor is there 
any indication that smuggling opera¬ 
tions have declined. At the lime of the 


institution of gold control in this coun¬ 
try, the claim was made that gold prices 
would drop because the stringent law 
in This regard would wean people away 
from gold. This has not hapi^ncd. 


Table 11 

GOLD : VALUE OF WORLD PRODUCTION* 
1940, 1945 AND 1965 to 68 
(In millions of US dollars at US $ 35 a fine ounce) 



1940 

1945 

1965 

1966 

1%7 

1968 

South Africa 

492 

42S 

L069 

1.081 

1.068 

1.091 

Canada 

186 

95 

126 

115 

104 

104 

United States 

170 

32 

59 

63 

53 

53 

Australia 

57 

23 

31 

32 

28 

25 

Ghana 

31 

19 

27 

24 

27 

26 

Rhodesia 

29 

20 

19 

18 

18 

18 

Japan** 

30 

3 

18 

19 

24 

22 

Philippines 

39 


15 

16 

17 

18 

C'olombia 


18 

1) 

10 

9 

8 

Congo, Dcm. Rep. of 

20 

12 


6 

5 

5 

Mexico 

31 

17 

8 

S 

7 

6 

Others @ 

157 

69 

55 

50 

50 

45 


1,264 

736 

1,440 

1,442 

1,410 

1.421 


^Excluding the erntput of UMEA countries, mainland f'hiiui, etc. 

’’’'Figures in the table include gold obtained in leiining imported a,p|x'r ore, 
which is returned to the ore-exporting counlrics. Excluding these re-exports 
4>r gold the figures would be 30, 3, iX lb, 18 and 19. 

'r/<Thcsc figures include estimates for data not available. 

Source: Annual Report (1969) of the IMF. 

Tabli Ilf 

GOLD : MARKETED STOCKS AND DISIRIBUTION BY USE 
1956, 1960 and 1965 to FIRST QUARTER 1969 

(In millions of U.S. dollars at US $ 35 a fine ounce) 

(A) (B) (C) (D) 

Newly Additions Estimated industrial Estimat- 

availablc to world and artistic usc(^ cd private 

Gold* monetary.- - -hoard- 

stock** BIS US Bur- ing@@ 
Year eau of the 

Mint 


1956 

1.125 

490 

165 

80 

390 

1960 

1,.378 

310 

265 

110 

695 

1965 

1,840 

210 

465 

95 

1.070 

1966 

1,365 

--45 

725£ 


685 

1967 

1,405 

-1.580 

805££ 


2,180 

1968 

1.390 

—710 

930££ 


1,170 

1969 First Quarlcr 

340££ 

145 

275££ 


--80 


*New Production plus sales by the USSR less purchases by Mainland China. 

**Daia from International Financial Statistics. 

(gBased on series published by the Bank for Jnteriialional Settlements (BIS), 
Annual Report. 1966, for 12 countries and by the US Bureau of the Mint 
for an additional 29 counlrics not covered by the BiS scries. 

@@7ho residual amount, columns A —(B-f C)«»D. 

£ This estimate has been derived from an estimate of 3 500 million given by 
the BIS, Annual Report, 1968, an estimate of $ 113 nullion given by the US 
Bureau of the Mint for an additional 29 countries, and by information receiv¬ 
ed bv the IMF ttom member countries. 

££IMF estimate. 

Source: Annual Report (1969) of the IMF. 
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Whereas the highest price recorded in 
1964-65 was Rs 72.75 for 10 grams, the 
rate rose steeply after control was 
introduced. Gold, in fact, touched a 
peak of Rs 195 for 10 grams recently 
but has since dropped to Rs 170 in 
sympathy with the decline in interna¬ 
tional prices. Like prohibition, gold 
control has been a dismal failure in 


our country. Ofiicialty all our demand 
for gold—even tor industrial uses— 
is supposed to be met from domestic 
stocks. It is however an open secret 
mat the major portion of the demand 
for gold is met through smuggling 
which certainly has not ceased to be 
profitable. 


A metal manufacturing company, 
in Birmingham, UK had increased its 
productivity from 8 to 16 lbs of product 
per man-hour over a period of five years 
and was very proud of this fact. After 
takina part in IFC it found that other 
comparable firms had an output of 30 
to 40 lbs per man-hour. 

It IS heartening to note that the cotton 
textile industry is one of the short list 
in which IFC is used extensively. 
It has been carried out by the ma¬ 
jor co-operative regional research or¬ 
ganisations, viz., the Bombay Textile 
Research Association. (BTRA), the 
Ahmedabad Textile Industries Re¬ 
search Association (ATIRA), and the 
South India Textile Research Associa¬ 
tion. (SITRA). The first IFC was made 
byATIRAasearly as 1952. 


Startling Variations 

Some of the major revelations are 
that the average operative hours to 
produce 100 kg of yarn (HOK) in 
spinning adjusted to 40s count is about 
70.0 in SITRA member-mills on an 
average (SITRA research report 1969) 
which is about five times that of a mo¬ 
dern American mill. The variation in 
labour productivity between mills un¬ 
der SITRA is very high. It diflFers by 
about 400 per cent and the machine 
productivity by more than 100 per cent. 
It is claimed that labour productivity 
in the member-mills of ATTRA in 1968 
was higher by about 80 per cent when 
compared with that of 1952^. 

However, it seems that the target of 
TFC in these research centres is not the 
right one. The emphasis should always 
be on that phase which offers the maxi¬ 
mum potential for cost reduction. 
Material cost in the cotton textile in¬ 
dustry forms 65 per cent of the total 
cost and significant economies can be 
achieved without any resistance, unlike 
labour costs, if spotlight is turned to 
this area to expose weaker spots. In 
fact at the present juncture of ever in¬ 
creasing cotton prices and uncertain 
supply of fine varieties, this point 
assumes greater significanct. 

The following extracts can show that 
the concentration of IFC centres 
around labour costs and other techni¬ 
cal aspects rather than the most impor¬ 
tant area, viz., material. 

‘'From 1962 onwards, ATIRA star¬ 
ted conducting IFC studies on labour 
and machine productivity in the spinn¬ 
ing department on a regular annual 
basis.’’* 


Inter-Firm Comparisons 

T. SRINIVASULU REDDY 


Thf TiniMOi^r of Inicr-firm com¬ 
parisons (IJ’C) may be defined a 
‘•diagnolic loot which reveals the effect 
of certain differences in the features and 
praetiecsof firmson their performance". 
In simple terms, it is nothing but learn¬ 
ing by example. The- fundamental 
assumption underlying II C is that even 
the best of firms in an indusiry, from 
the angle of total cost or total pci- 
formance index, may not be the best in 
cveiv single individual aspect of the 
process of manufacture, and in some 
respects, the marginal firm mav be 
bcllci than the best. 

IFC can be carried out by a central 
orgamsation ^ a firm or centre specia¬ 
lised in IFC operating on a commercial 
basis (e.g. IFC centre in the UK) or a 
trade association or a rcseaich associa¬ 
tion established exclusively for this 
or in combination with other objec¬ 
tives. 

The Objectives 

The firms coming logctliei with the 
intention of sharing informalion for 
mutual benefu should spccilv the ob- 
jeeiivcs of (or) the areas to be covered 
by the II C study. I hen, the "Centre" 
or "association" has lo coiled informa- 
iion regal ding various aspects of the 
pailicipaling firms either liirough ques- 
tionn.incs or direct inspetLlion, 

The infoimalion lliuscollected has to 
be reduced io different sections which 
are expressed in terms of s(»nic well- 
established I alios. Vhe ratios of each 
firm are compared with the correspond¬ 
ing ratios of oiher participants. 

On the basis of the lindings certain 
reports arc prepared and supplied to 
the respective firms or compiinies. high¬ 
lighting the weak spots and the possible 
cour.se of corrective action. The ratios 
that cun be used are numerous, but the 
most important of them are : (I) pro¬ 
fitability ratios. (2) investment utilisa¬ 
tion ratios, (3) asset mix ratios, (4) 
gr 4 >\vlh ratios, (5) cost ratios, (6) inven- 
toiy ratios, and (7)\a^uc added ruiios. 


Unless perfect secrecy as to the ficurcs 
and facts supplied by the participants 
IS ensured it will act as a retarding 
factor to the IF'C participation. 

However, secrecy can be maintained 
through allocation of code numbers to 
participants which appear on cjues- 
lionnaircs and other documents, collec¬ 
tion of performance data in the form 
of ratios and percentages rather than 
absolute figures, presentation of the re¬ 
sults of comparisons in such a way that 
the data of individual firms cannot be 
identified. 


Tying Loose Ends 

1 he lop management can be made 
conscious of 'the loose ends’ of their 
business unit. It informs whether and 
for what reasons the efficiency of the 
business is lagging behind that of com¬ 
petitors. In fact, it throws into bold 
relief otherwise undetected weaknesses 
in a firm's policy and performance 
and can act as a pow'erful stimulant 
to self-criticism. 

Even the best of firms in foreign 
countries have realised that it pays to 
ki;ow the real secrets — without know 
ing the names — of the higher perfor¬ 
mance of competing firms, for such in 
fact is IFC - everybody is a gainer 
andnobody isa lo.scr. Without knowing 
who is wiio and without the neces¬ 
sity of revealing any secrets of techno¬ 
logy or finance or any magic formulae 
in the monopolistic possession of a con¬ 
cern, every participating management 
comes to know its own real weaknesses 
and diseconomies and gets the indica¬ 
tions by which it can push its perfor¬ 
mance to the highest known level in 
every aspect of resource utilisation. 
Many a lime concentration on certain 
major aspects rather than comparing 
each and every minute aspect may be 
more bcneficiaU if that area constitutes 
a major pari in total cost, lor example, 
raw materials. Here is an interesting 
example of ihe results of IFC. 


'‘At present, the technique is being 
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employed in ATIRA in the following 
areas. 

(1) Labour and machine productivity 
in the spinning and weaving depart¬ 
ments. 

(2) Labour costs m the spinning de¬ 
partments, 

(3) Consumption of accessories in the 
spinning and weaving departments. 

(4) Consumption of chemicals in the 
sizing section. 

(5) Yarn quality, and ‘'fabric qual- 

“In BTRA, intcr-firm comparisons 
of financial aspects and others such 
as on labour productivity and consum¬ 
ption of chemicals in bleaching and 
mercerising have been carried out.”.* 

The SITRA is no exception to this 
trend and its director, Mr K. Sreeni- 
vasan, while commenting on produc- 
livity in textile industry and inter-firm 
comparisons, points out : “Higher 
labour productivity assumes greater 
significance particularly because labour 
cost is not only one of the mort impor¬ 
tant factors affecting profits, but it is 
also one that is amenable to contror’.*** 
But experience has shown that concent¬ 
ration on labour costs and productivity 
has had no effect in improving the 
operative eflSciency of the industry as a 
whole. Hence there is a need to re¬ 
orient the fundamental approach to the 
problem; 

Important Ratios 

It is of vital importance that TFC in 
the cotton textile industry should be 
oriented towards ‘materials’. The 
important ratios pertaining to material 
are: 

(1) cost of raw material consumed! 
quantity produced; 

(2) cost of scrap/cost of raw materials 
consumed; 

(3) quantity of scrap!qudniity of raw 
materials consumed; 

(4) quantity of raw materials con- 
sumedjmsLn hrs/machinc hrs; 

(5) cost of raw materials consumed! 
man hra/inachine hrs; etc. 

In the wake of mounting troubles of 
aci|uiring the precious superfine varie- 
tios of imporM cotton, substitution 
OT materiaf is of utmost impoitalioe. 

The fittos to ttfoasuTe import suMi* 
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tution are : 

(1) Cost of imported material/ total 
cost; and 

(2) Quantity of imported material 
total quantity of raw material. 

The rare feat of eliciting active co¬ 
operation of the member-mills for JFC 
is achieved by the research centres. 
However, if the malady of the industry 
continues and the mills do not find any 
substantial bciKtit, their interest in 
TFC will be subdued. Combined and 
co-ordinated efiorts are necessary to 
materialise the potentialities of IFC. 

Experts in western countries have rc- 
fincdlFC to an imposing matrix of capi¬ 
tal-output ratios, with all manner of 
permutations an i combinations. Tech¬ 
niques such as constant dollar techni¬ 
que** arc also used. There arc also 
proposals for iiilcr-country firm 
comparisons (iCFC). To cope with 
these latest developments, centralised 
efforts unavoidable. 

Considerable Difference 

'I’herc is considerable diflcrence bet¬ 
ween the performance of mills in differ¬ 
ent regions, and the reasons for the 
differences and possible course of 
corrective action can be found only 
when the IFC is carried out on a coun¬ 
trywide basis. 

Table J shows the value added on the 
Rs 100 input in Gujarat, Maharashtra, 
Madras and West Bengal in the cate¬ 
gory of spinning, weaving and finish¬ 
ing of textiles. 

Value added represents that part of 
the value of the production which 
is created in the factory. It is a good 
yard stick to measure the relative effi¬ 
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ciency of the industry between different 
firms or regions. 

On the basis of the above arguments, 
we may claim that a centre for inter* 
firm comparisons on an all-India 
basis is theneed of the hour in the 
cotton textile industry. 

The success of such a centre depends, 
to a large extent. upon the strength and 
competence of the body that lakes up 
the work and there is no other suitable 
organisation than the Indian Cotton 
Mills' Federation (ICMF). 

Supplemental Efforts 

Recently, llic ICMF has established 
a fulJflcdgtd organisation called Cotton 
Development Research Association, to 
solve the raw material problem. It 
should be supplemented by efforts to 
conserve the materials and eliminate 
wastages as far as possible. 

A separate centre for IFC with main 
emphasis on the area of raw material 
and secondary emphasis on other im¬ 
portant aspects such as labour produc¬ 
tivity, machine productivity, etc., can 
go a long way in increasing the produc¬ 
tivity of the industry as a whole. 

To solve the problem of expertise, 
the help of such institutions as the 
National Productivity Council, and the 
Department of Business Management 
of the University of Delhi, which have 
done a considerable amount of work in 
this field, can be procured. 

Information can be supplied by the 
mills to the respective regional re¬ 
search associations, which, after reduc¬ 
ing information into comparable ratios, 
on a common method developed by the 
centre, can submit these to the centre. 
The centre in turn can make compari- 

Tabli- 1 


VALUE ADDED IN SPINNING, WEAVING AND FINISHING OF TEXTILES 

(Rs per Rs 100 input) 


State 



Year 



1961 

1962 

1963 

1964 

1965 

Gujarat 

54 

44 

43 

42 

42 

Madras 

47 

43 

55 

39 

34 

A&harashtra 

53 

52 

48 

55 

44 

West Benfal 

27 

41 

41 

36 

31 


Source: J.D. Kefe, Research Oflker, Bureau of Econamics and Statistics, 
Goveminent ofOagaral, Ahmedabad, in FroAictMty magazine, 
19C9. 
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sons and submit reports to the inills 
through these research associations. 
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There is no doubllhaithc technique 
of IFC can improve the position of the 


indu)i»try from the present state of 
gloom and cnuhle it to contribute 
substantially to the stability of natio^l 
economy, simultaneously strengthening 
its o\vn position. 

Re'erencas : 

ip. V. Bhave, IFC, in Cotton 
Textile Industry, The Management Ac¬ 
countant, C’alcuttu, July 1969. p. 398. 

‘■»lbid. 

Mbid. 

^BTRA : Its Origin and Growth; 
fCMF Journal. 1 cb. 1969. (p. 817). - 

‘"‘K. Srccnivasan, Productivity in 
Textile Industry, ICMf Journal. 

®Mr Hiram S. Davis, Director of the 
Department of Industrial Research, 
of Pennsylvania, lias developed it. 


Forward Trading in Bombay Stock Exchange 


SHRIKRISHNA VANJARI 


Tnv: KiciNi strike by the jobbers 
and brokers of the Bombay Stock K\- 
change in protest against the govern¬ 
mental prohibition ot lorward.trading 
in debentures and shares ot Joint stock 
companies is symptomatic of the mis¬ 
handling on the part of the union 
Finance Ministry, ol the situation 
created by a group of individual opera¬ 
tors cornering shares of selected com¬ 
panies in anticipation ol abolition of 
the company managing agency system. 

Tl he strike has since been called oil' in 
expectation of elfcetive intervention 
and action that could meet legitimate 
grievances ot the stock brokers. 

The recent as well past history of the 
Bombay Stock E.xchange shows that it 
had tided over worse crises, including 
the total collapse ot trading following 
the Chinese and Pakistani invasions of 
the border region. As a result mainly 
of wise and tactful handling of these 
silUilti^>^ls by the Finance Ministry, 
there was noi a single failure in sclllc- 
ment of transactions, despite the steep 
fail in prices of shares. It demonstra¬ 
ted what could be achieved through co¬ 
operation of the kind that has existed 
between the Stock Exchange ASvSOciation 
and experienced and efficient officials of 
of the Finance Ministry ol the Govern¬ 
ment ot India. 

Nearly 100 years ago, the historic 
*sharc-mania’ created by an extraordi¬ 
nary boom lor Indian cotton during 
the American Civil War with its sca- 
hlockadc that starved the Lancashnre 
textile industry ot cotton supplied by 


the American south, laid the foundation 
of Bombay’s industrial progress 
and prosperity. Cotton exports earned 
aboutRs85croresin bullion. Thecheap 
and plentiful money aKo produced a 
craze for floatation ol all kinds ot 
companies. The aftermath came in¬ 
evitably about 1872 when there was a 
spate of financial failures, bankruptcies 
and even suicides. It was during the 
share-mania that some of the stately 
public buildings, hospitals like the J.J. 
group, art school, etc, were constructed 
and the great Premchand Roychaiid 
raised the Bombiiy University Rajabai 
tower. The money financed also textile 
mills of Bombay and .Ahmedabad, 
mining and other industrial enterprises. 

The Bombay share bazar wa-s, of 
course, directly involved. While the 
lx)om lasted, shares ot certain com- 
piinieswcre purchased with premiums 
as high as between 60 per cent and 100 
per cent. There were only 40 brokers 
in the local share bazar in 1855 and their 
number went up to 250 in 1860 that 
was gradually reduced when depression 
followed the boom. But the brokers 
who remained in business themselves 
took the initiative and established their 
Native Share and Stock Brokers’ 
Association in 1875. The brokers res¬ 
tricted their activities to raising capital 
resources for sound and economically 
useful industrial enterprises. 

The leadership of the Bombay share 
bazar was toUowea by other industrial 
cities and the organisation ol the mar¬ 
ket built up and subsequently perfected 


served as a model on a countrywide 
scale. Similar stock exchanges were 
estc Wished in Ahmedabad, in 1880> 
and in Calcutta, in 1908. These ex¬ 
changes have known and experienced 
both booms and depressions culminat¬ 
ing inevitably in tailure ot some brokers. 
On the eve of World War I, there were 
many failures of banks and its impact 
was felt by the stock exchanges. 

When World War I came, the stock 
exchanges closed down with the initial 
shock. But the sea-blockade ol the war 
created new opportunities for establish¬ 
ment of some key industries and the 
industrial growth continued also in the 
post-war period. Between 1920 and 
1924, attempts had been made by some 
unscrupulous operators in the stock 
exchange to corner shares, but their 
attempts failed. In revenge, they built 
up a smear-campaign and crusade 
against the Bombay Stock Exchange. 
As a result, the Atlay Stock Exchange 
Enquiry Committee was appointed in 
1923. The committee recommended a 
stanckird set ol rules, bye-laws and re¬ 
gulations to the stale government. On 
the basis of the recommendations of the 
committee was introduced the Bombay 
Contracts Control Act, 1925, under 
which governmental recognition was 
given to the Bombay Stock Exchange. 
The Ahmedabad Stock Exchange wa.s 
recognized similarly under the same 
Act in 1939. 

Improved Rules 

When, subsequently, the Bombay 
Stock Exchange formulated listing 
requirements for joint slock companies 
and approached government for their 
approval, the move was opposed by 
some ol the companies. This led to the 
appointment of the Morrison Stock 
Exchange Enquiry Committee in 1936 
and, on the basis of the committee’s 
recommendations, the proposed listing 
requirements were approved and. at the 
the same time, the rules and regulations 
of the stock exchange also improved 
with a view to regulating and controll¬ 
ing trading in securities and protecting 
the interests of investors. 

World War 11 produced the same or 
similar effects on the stock exchange 
that had been produced by World 
War ]. But it produced a tonic effect 
on industrial shares, as industries were 
pressed into service of the all out ‘war 
effort’ that was also to culminate in 
wearing out of our railway system and 
denudation of our teak forests. The 
phase of war-time boom in the share 
bazar lasted up to 1949. The general 
increased industrial activity naturally 
produced its effect oa the stock ex¬ 
change. But the Bombay and other 
stock exchanges had to share the 
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world postwar slump and the depression 
continued between I946-J948. Then 
came the notorious Liaquat Ali Khan 
budget of Government of India, 
1947-48, with its oversize burden 
of taxes and the exchanges slumped. 
During the subseauent years, the situa¬ 
tion was retrieved as, under implemen¬ 
tation of the five-year plans, the tempo 
of industrial activity increased in both 
public and private sectors and its fa¬ 
vourable effect was felt in the stock ex¬ 
changes in the country. 

The stock exchanges also rcactdl to 
the Chinese and the Pakistani invasions 
of India’s border region. But the shock 
was absorbed with the capacity for 
resiliency exhibited by the Bombay 
Stock Exchange in similar crises, as 
already stated. During and after the 
declaration of national emergency, 
there was increased taxation. But 
there was also the programme of de¬ 
velopment and defence preparedness 
that was found fiivoiirablc for the slock 
exchanges. 

Unsettling Effect 

When, under rule 94-C of the Defence 
ot India Rules, carry-over activities 
in the stock exchanges were prohibited 
and only ready delivery, to be completed 
within seven days from the date ot 
contract was permitted, it produced an 
unsettling effect on shares. Govern¬ 
ment, theretore, appointed an adviser 
for exploring regulations for the stock 
exchanges. On the basis of his re¬ 
commendations, an expert committee 
was appointed with Mr.A. D. Gor- 
wala, the then Secretary to the Go¬ 
vernment ot Bombay in the Finance 
Department, as chairman while its 
members included presidents of the 
Bombay, Calcutta and Madras Stock 
Exchanges. The committee’s recom¬ 
mendations were implemented and the 
Securities Contract (Regulation) Bill 
of 1951 was drafted. This became law 
in 1956. 

While piloting the bill in the central 
legislature, Mr C. D. Deshmukh, ad¬ 
mired for his intimate knowledge of, 
and pragmatic approach in, financial 
and economic affairs, had pointed out 
that the element of speculation docs not 
become gambling and is necessary as an 
incentive for investors whose motive is 
making profit for purposes of capital 
formation. What the law sought to 
achieve was the safeguarding of the 
interests of investors. In the light of this 
view of an administrator respected for 
his astuteness and sense of realism, 
the forward trading does not become a 
form of, or forum for, gambling, as the 
operators active in the market would 
not care to buv or sell shares if there 
were no prospects of making a profit, 
irrespective of whether thev earn or 
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lose moixev in the transaction. The 
process of forN\.ird trading involves 
attraction of sa\ings transformed in 
shares as a trading commodity and capi¬ 
tal gains. 

As regards the bull and bear raids, 
they are universal. So far as our country 
IS concerned, the I ife Insurance Corpo¬ 
ration and (he Unit Trust operate on 
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the stock exchange with a view to 
restoring a hcalthv trend in the market 
and stimulate industrial activity and 
also earn profit of investment, so that, 
the dangers of bear and bull 
activity have been considerably reduced. 
If even ail the existing safeguards in the 
form of the laws in regulation of stock 
exeliange business were found insuffi¬ 
cient effeclively to deal with the menace 
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ing eight, i.e., in EU)nribayi Calcutta, 
Delhi, Ahmedabad, Madras, Madhya 
Piadcsh, Hydenbad and Bangalore 
were extended i<> cover rural areas 
th. )ugh licensing of brokers operating 
in and for such areas. It should bring 
stagnant savings ot well-to-do agrtcul- 
turisis and S4>cial strata in rural areas 
into the capital market for the benefit 
of naHOTul economy. 

As it is, the !emulations lor notifying 
floatation of new joint stock companies 


and reserving percentages ol total shares 
for members of the general public have 
produced the desired results of wide 
distribution of shareholding and end 
of monopoly for a privileged class. The 
figures of shareholders for years 1952, 
1960 and 1966, reported by Mr P. S. 
Nadkarni,who possesses long experience 
of company and stock exchange laws 
as well as of the Bombay Stock Ex¬ 
change, reproduced below should speak 
for themselves in testifying to the 
accuracy of this statement. 


M MBER OF SHAREHOLDERS OF VARIOUS COMPANIES 


Name of i isted Company 

Number of Shareholders 

1952 I960 1966 

'l ata Iron & Steel 

28,410 

70,000 

71,126 

A. C. 

25,415 

44,067 

48,094 

Scindia .Steam Navigation 

31,000 

39.432 

38,749 

Central Hank 

23,263 

24,707 

26.534 

l ata Chcmicab 

10,138 

14,881 

17,097 

New India Assurance 


16,694 

17,580 

Hank ol India 

8,459 

10,154 

13,012 

Bombay Burmah 

6,959 

8,873 

11,782 

Tata Power 

7,446 

10,723 

10.341 

Union Bank 

6,040 

8,056 

9,727 

Orissa Cement 

.. 

8,191 

8,510 

Voltas 


6,586 

8.295 

Tata Mills 

2,604 

4,919 

9,653 

Swadeshi Mills 

2,690 

3,693 

4,128 


^a.5tetn ^conomiit 2.5 
JANUARY 19. 1945 
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of unscrupulous operators, the ^correct 
approach would be to make the law 
fool-proof and not close down the for¬ 
ward market which certainly has its 
advantages and benefits. 

Moreover, recently, important banks 
in ihc country have been nationalised, 
so that it would no longer be possible 
for unscrupulous operators to secure 
sizable crcdi» from the hank« for larce- 
scalc cornering of shares of particular 
industrial companies. Stuck exchanges 
exist and function in all countries, that 
is to say, with (he exception of commu¬ 
nist countries. Even when the country 
accepts any-socialist paltcrn in the sense 
undoubtedly of a welfare stale, the 
Mock exchanges could function as a 
useful and necessarv institution for 
building U|) a capital market under 
conditions of a mixed econornv. 

Stock exchanges serve government, 
munieipid coipcuatioiiv and other insti¬ 
tutions for underwriting loans floated 
by them. Capital for modern industry 
cannot be raised wilboul the participa¬ 
tion of the stock cxehaiiges. The 
brokers in tlic stock market arc per¬ 
forming a useful siH-ial function and are 
not just parasites, inasmuch as they 
advise their clients over the mannei in 
which they sitould invest. Some ofibem 
do the imderwriiing and also procure 
fiiuuKc for private indusli^y. It is a 
legitimate, useful and socio-ceonomi- 
cally piodiiclive activity. 

Uniform l aw 

The law reeulaliiig the stock ex¬ 
changes is now uni form for the whole 
couiuiy and is, of course, capable ol 
impriHcincnt. if, in the course of its 
working, any remediable flaws arc de- 
tevMcd. In recent years, the ollicials 
with expertise of the stock exchanges 
have had the Company Law amended 
in Mich a manner that concentration in 
poNsessuvn (vf sluiies joint stock 
eomjKinies has been hiokcn up '‘Uccess- 
luHv 

Aeeoiding to a Kcscive Bai'.k oi 
Indi.i nivcv. the number ol share- 
holt’-.'i ^ m the coimiry is 90 lakhs. As 
hi .h as 9S S per cent of the investoiN 
ale individuab auO llicy b*dd shares of 
the value i>l 4h pei cen* ot the total 
paid-up capital ol the companies. As 
liigh as 90 pci cent of these investors 
liold shares of a value that less than 
Rs 5,000. Aeeoiding a study earned 
out by Dr L. C Sharnuu 50 per cent of 
shares are held by individual investors, 
25 percent by private joint stock 
companies and the remaining by finan¬ 
cial institutions such as the life In¬ 
surance Corj-Muaiion of India 110 per 
cent) aiui toreign investors. 

Holding of shares could uIm' bedilTu- 
sed if the scope of operations of the 
existing recognised stock exchanges 
located 111 important cities and mimber- 


A team of Indian indu.strialist<i will .shortly 
be visiting Australia, and a delegation of Austra¬ 
lian industrialists will pay a return visit to this 
country before ivmg. It will be recalled that 
somcwccks bcloie Sir Bertram Stevens, fonncrly 
of the E.G.S.f". suggested the visit.of Indian 
industrialists to Vustmlia to study the pros¬ 
pects of increascvl trade after the war. There 
are certain sp.vul fiictors which would seem 
to point to a coTKidorably increased volume of 
fndo-Australian trade after the war. In the 
first place, the war, by bringing about the ce¬ 
ssation of trade with enemy countries, conser¬ 


vation of .shipping and co-ordination of re¬ 
sources and ne^ in a common effort, has en¬ 
couraged the mutual dependence between Aus¬ 
tralia and India which geography would dictate; 
and this is likely to extend into peace. In the 
second plaos, price control in Australia, which 
has been more successful than perhaps anywhere 
else, gives her goods a competitive advantage 
which India will do well not to miss. Whereas 
in the USA, the UK, Canada and South Africa 
the cost of Living had by May, 1944, shown a 
rise of more than 30 per cent on the basis 1939^ 
100, in Australia it stood only at 110. 
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What’s 
your 
night life 
like? 



would you rather snuggle up 

in bed at home and v.'ake up fresh. 

and board a morning boeing 

and be in London town before sun set}/ 

or would you rather 
snuggle up at night in a 707 
and do business in broad rainlight, 
in London the next day? 

You can have it both waysi 


AiPiNDiA 

IN ASSOCIATION WITH M.A,C. k QANTAS 
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A new emblem-A new era 

Sixty years ago ITC pioneered the tobacco industry in India. The history, 
of ITC IS the history of the tobacco industry. « 

It is the history of pioneering - the cultivation of Virginia leaf tobacco 
and its promotion as a major export item, the manufacture of quality > 
products, the penetration of rural markets, the developnierd of ancillary, 
industries, the pursuit of self-reliance and the achievement of self-sufficiency. 

ITC carries forward the best from the past as it reaches out to the 
future. 

* The new emblem .signifies this leadership - the determination to give 
the consumer value for money, the technology for quality products, the 
innovation of research and development, the drive and modernity of a 
company that sets ever higher standards of excellence for itself. 


The Imperial Tobacco iCompany"of India Limited' 

Pioneers Yesterday-Leaders Today i910-1970 
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WINDOW ON THE WORLD 


THE ECONOMIC OUTLOOK FOR 1970 

JOSSELEYN HENNESSY 


LONDON; 

The Latest half-yearly Economic 
Outlook (published by the OECD., 21 
rue Andre Pascal, Paris 16) which looks 
forward to 1970, begins by pointing out 
the important developments which have 
transformed the international economic 
situation since the review's July issue. 
The slowdown of economic growth in 
the USA has become clear to see. The 
UK’s balance of payments has streng¬ 
thened markedly. And the French and 
the German parity changes will help 
establish a better pattern of balance of 
payments on both current and capital 
accounts. 

In the OECD area as a whole the 
growth of output in 1969 seems to have 
slowed down a little to about 5 percent 
reflecting restrictive policies in the 
USA and in the UK. In many other 
countries, expansion has accelerated, 
creating high demand pressures. Both in 
the USA and other countries, the pace 
of price inflation has increased. 

For 1970, with policies in almost all 
countries directed to disinflation, a year 
of below-avcrage growth seems likely. 
International trade also seems likely 
to slow down. It seems to have been 
rising at the unusually fast rate of over 
15 percent. In 1970 the increase might 
be about .0 per cent—an average rise. 

The policies responsible for this 
slowdown will be judged by the extent 
by which the price rise decelerates— 
there is normally some time-lag before 
price movements respond to falling 
demand pressures—by the speed with 
which payments imbalances are reduced, 
by the course of interest rates and, 
above all, by the ability of national 
authorities to avoid recession. 

1 

DEMAND MANAGEMENT 

Most observers agree that the USA, 
France and the UK all need to main¬ 
tain restrictive policies in order to 
restore internal and external equili¬ 
brium. This implies a diminution of the 
external demand supporting other coun¬ 
tries; and normally these countries 
could be expected to respond by stimu¬ 
latory measures. But since most of them 


also need (o damp down iheir internal 
and co^t pressure^ ^omc general reduc¬ 
tion of growth rat s in 1970 seems to he 
apprLvprialc. At t!u' time of writing, ihe 
risk of a cunuilaiivc downturn seems 
less than the risk of continuing infla¬ 
tionary tendencies. 

Developments ‘inch as arc indicated 
by the foicca.sis in Tabic I cannot be 
called a recession. But how much risk 
is there of recession developing unex¬ 
pectedly? One danger might be that 
countries were failing to :illow' for the 
repercussions on them of developments 
in other countries; in fact, however, 
countries' forecasts appear reasonably 
self-consistent. But they arc ba.sed on 
the cxfX'ctation that the middle of the 
year will see a revival of growth in the 
USA; and there could unexpectedly- 
be an abrupt do>snward shift in I IS 
business sentiment. Moreover, when 
policy is formulated, governments 
should not forget the fact that prices 
are likely t^' respiUid to falling demand 
pressures only with some time-lag; 
restrictive action additional to that 
now generally envisaged, while bring¬ 
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ing little immediate impro\’cmcnt in 
price performance, would increase the 
risk of recession. Trends in several 
of the major countries arc likely to be 
crucial. 

In the United Stales cost and price 
trends may be on the verge of weaken¬ 
ing following the casing of demand 
pressures. The rather disappointing ex¬ 
perience to date mainly reflects cost 
pressures generated in cuiiicr boom 
Conditions. But widespread doubt as 
to the success of the stabilisation pro¬ 
gramme may also have playecl a part. 
Demand has so far been resilient and 
recent investment surveys show' that 
intentions remain strong. The possi¬ 
bility of a significant absoliiic fall in 
demand and output in the next six 
months or so cannot be excluded; the 
situation depends heavily on business 
conlidenec. as reflected in fixed invest¬ 
ment decisions, retention of labour and 
especially stockbuilding, factors which 
could change quickly. But demand, 
notable in house building, sShi»uld res¬ 
pond quickly, if necessary, to an casing 
of monetary pL>licies. 

By mid-October, unemployment had 
not risen above 4 per cent, still inside 
the acceptable limits. At this stage, it 
seems more important to guard against 
premature relaxation of policies- -which 
could sacrifice the chance of improved 
price performance than against the 
danger that reflationary action might 
be delayed too long. Evidence that 
price increases arc slowing down is still 


Taiuj; I 

SUMMARY OF UNDERLYING J RENDS 
Percentage changes annual rates seasonally adjusted, July forecasts in brackets 



1958 to 
1967 

Average 

1968 

1969 

1 

11 

1970 

1 

11 

Rf.al output rGDP 
or GNP) 

United Slates 

4.6 

5 

21(3) 

IJ(U) 

1(20 

31 

Other OECD 

5.8 

61 

im 

7(51) 

54(5) 

54 

Tqxal 

5.2 

5} 

5(5) 

4(31) 

2J(34) 

41 

Prices (GNP deflator) 

United Stales 

1.8 

4 

4i(41) 

5-(4J) 

3|(3t) 

31 

West Germany 

2.9 

2 

2|(3) 

4(31) 

5(34) 

3 

Other OECD 

3.6 

3} 

5(4 i) 

5(4) 

44(3:) 

41 

Total 

2.5 

3J 

41(4) 

5(4) 

4(34) 

31 

OECD Trade (values) 

Imports 

9.4 

m 

151(131) 

15}(9i) 

7(84) 

7f 

Exports 

8.9 

12i 

15J(13i) 

161(94) 

8(84) 

7 ; 


♦Includes the federal pay rise in mid-1969. 

Source: OECD Economic Outlook for 1970, 
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limtled. Ami if real demand follows 
the rather smooth path of deceleration 
and renewed acceleration at present 
envisaged, the extent to which price 
trends will improve will, for some time 
yet. remain uncertain, especially as 
numerous wage agreements arc to be 
negotiated in the coining year. In the 
long run, adequate price performance 
may depend as much on what the 
OECD euphemistically calls “the 
development of new attitudes" towards 
the appropriate sire of increases in 
money wages as on demand manage¬ 
ment alone. 

Other O.E.C D. Coantric^i 

Most other OECD countries arc 
likely to see some fall in the pace of 
expansion between l%9 and 1970, 
In practically all countries, policies are 
now directed to keeping the growth of 
demand in line with or Iwlow—the 
expected growth of productive poten¬ 
tial, and this may continue for some 
lime to Ci>me. This is clearly true of 
France and the UK. The situation is 
less clear, however, in some countries 
which have up to now, enjoyed parii- 
ciilaily strong current balance posi¬ 
tions -especially West Germany and 
Italy. 

We«»t Germany 

Conditions in West Germany will have 
an important iniluencc on business 
attitudes in surrounding countries. 
During 1969, demand rose faster than 
anticipated. The economy was clearly 
beginning to strain at capacity limits by 
the summer, though neither the trade 
balance nor consumers’ prices were by 
then substantially affected. For the 
next few months, large outstanding 
orders and new large wage increases 
will probably keep demand pressures 
very high; and as cost increases work 
through, prices could rise fa.st by past 
standards. But there could be a chance 
in sentiment affecting, in particular, 
business investment. The capital out¬ 
flows rcsuliing from the DM revaluation 
have already provided some tightening 
of monetary conditions, though the 
aulhfjfiiics have partially offset the 
effects by casing banks* reserve require¬ 
ments. The probable fall in the real ex¬ 
ternal surplus, and any further tighten¬ 
ing of monatary conditions, should lead 
to easier demand pressures in the course 
of 1970—though it is difficult to predict 
how rapidly conditions might change. 

Italy 

Italy is the main country in the 
OECD area wherc a noticeable margin 
of slack persists (though in some in¬ 
dustries. particularly construction, de¬ 
mand pressures have been high). On 
the assumption that more normal con¬ 
ditions are quickly re-established, do¬ 


mestic demand seems likely to grow 
strongly, wUh a i ive of i^rhaps close to 
15 per cent in the wage bill between 1969 
and 1970. Apart irom making up ship¬ 
ments delayed h> strikes, exports arc 
likely to rise less fast than they did in 
most of 1969 because of the general 
deceleraiion of world trade. The risks 
of e.\ccssi\c real demand pressures do 
not seem very great. And though there 
could be an immediate problem in ab¬ 
sorbing rather large and sudden wage 
iiKrcases. Italy’s present cost position 
relative to those of other countries 
seems sufticientiy favourable to enable 
the wage increases to be borne without 
serious loss of competitiveness. 

Japan 

In Japan, the recent tightening of 
monetary policies was a reaction to 
symptoms of faster-rising costs and 
prices rather than to the persistence of 
high interest rates overseas. The spring 
vvage-round yielded the biggest wage 
increases for about twenty years and 
w holesale prices rose taster in the sum¬ 
mer, partly because of higher import 
prices. The pace of expansion seems 
likely to slow down somewhat, with 
less in'.puisc from exports, leading to 
some easing ot demand pressures. This 
might, in turn, permit an easing of 
policies, vvilh the aim of maintaining 
about a norn;ul rate of growth of out¬ 
put. 

Smaller Countries 

In most smaller OECD countries, de¬ 
mand pressures are currently quitchigh. 
Policies, especially monetary policie.s, 
have become more restrictive both 
for domestic reasons and, defensively, 
to keep pace with the general rise of 
interest rates. Faced with a prospect of 
more widespread disinflationary policies 
in major countries, smaller countries 
may well play for safety in their poli¬ 
cies. But neither balance of payments 
constraints nor internal cost pressures 
seem, in general, to call for substantially 
new policies. Countries particularly 
dependent on trade with West Germany 
seem, however, likely to experience 
some net addition to demand or cost 
pressures and this may call for off¬ 
setting action. The unilateral tariff 
reductions and other steps effected by 
Austria are useful examples of how to 
combat additional price pressures. 

11 

PRICE INFLATION 

* The price riso in 1968 was already 
vvell above that lor the previoys decade. 
In 1969 there was afurChcr acceleration 
in which all major countries shared. 
Some slowing down of the rate seems 
in prospect for most countries. But the 
general price nse in 1970 is likely to 


remain well above average : among 
the major countries, only the UK 
and possibly Japan are likely to see 
increases close to past average rates, 
Ebehwere the rate of increase may re¬ 
main rather large by past standards. 
Both West Germany and Italy may see 
the general price level rising faster as a 
result of larger w'age settlements. 

In the USA, the behaviour of prices 
is largely explained by cost increases 
following from recent excess demand 
pressures, though a continuation of 
inflationary expectations may also be 
playing a part. The acceleration has 
affected world trade prices, and has 
also contributed to price and wage in¬ 
creases in Canada, which have not yet 
responded satisfactorily to disinflatio¬ 
nary policies. In many other countries 
unit labour costs benefited until recently 
from the upswing in activity; but, with 
scope for cyclical gains in productivity 
largely exhausted, stronger pressures on 
costs and prices have now developed. In 
the coming months, rather rapidly in¬ 
creasing prices may have to be accepted 
while underlying demand pressures are 
in the course of being corrected by the 
present disinflationary policies. 

Role of Incomes Policy 

Despite the obvious difficulties, most 
(though not all) governments believe 
incomes and prices policies have a role 
to play. It is clear, however, that no 
incomes policy can possibly work during 
a period of inflation. If an incomes 
policy has any use, it is not as an emer¬ 
gency expedient, to be introduced when 
quick results are needed, but rather as 
an adjunct to policy in a longer pers¬ 
pective. 

Over the longer period, significant 
differences arc likely to re-emerge bet¬ 
ween the rates of price rise that indivi¬ 
dual countries will in practice accept as 
tolerable. Such differences in attitudes 
have an important bearing on the prob¬ 
lem of securing a balanced growth of 
world trade.- The problem can be fur¬ 
ther complicated by the important 
structural contrasts between countries 
which lead to differential price develop¬ 
ments in domestic and export markets. 

m 

PAYMENTS PROSPECTS 

Changes in relative demand and cost 
pressures, and the changes in the 
French and West German exchange 
rates are likely to lead to an improv^ 
pattern of international payments which 
may nevertheless not yet reach, in some 
instances, the full balance of payments 
adjustment desired. On present policies, 
the USA current account should swing 
from deficit (effectively caused by strik¬ 
es early in 1969) to some surplus; the 
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trend of the UK’s current account 
should remain favourable; that of 
France should strengthen. Counter¬ 
parts would include a major reduction 
of West Germany’s current surplus; 
some fall in that of Italy; and a rever¬ 
sion of the smaller OECD countries 
generally to more normal, less fiivour- 
able, positions. The French and West 
German parity changes should virtually 
eliminate speculation in foreign cur¬ 
rency markets. 

Table U 

CURRENT BALANCES 
Estimates and forecasts 


$1,000 million 



1968 

1969 

1970 

United King- 

dom 

--0.72 

0.70 

1.2 

United States 

-0.28 

—0.60 

1.5 

France^ 

-0.86 

--1.30 

0.2 

West Germany 

2.84 

1.50 

0.4 

Italy 

2.64 

2.45 

l.S 

Canada 

-0.09 

- 0.65 

- 0.8 

Japan 

1.05 

2.20 

2.0 

Total seven 

countries 

4.58 

4.30 

6.3 

OECD current 




balance with 

Rest of worldt 

3.7 

3.9 

5.4 


* Transactions with non-franc coun¬ 
tries. OECD estimates for the first 
half of 1969. 

t Roughly estimated by the OECD 

Source: OECD EconomL' Outlook for 

1970 

Forecasts for current balances of 
individual countries are subject to 
large margins of error, especially in 
view of the recent parity changes. The 
combined elTects of these on other 
countries’ current balances may, by and 
large, be offsetting—though some coun¬ 
tries particularly dependent on trade 
with West Germany, such as Austria, 
stand to be affected. 

Much of the substantial improvement 
suggested for the UK was probably 
obtained by the end of 1969. Some fur¬ 
ther improvement can be expected so 
long as no undue relaxation of domes¬ 
tic demand management policies takes 
place, though there seems likely to 
be comparatively little additional 
effect from the 1967 devaluation, 
either on exports or imports. 
For France, improvement in the 
immediate future may depend main 
ly on the reduction of domestic 
demand pressures; but the benefits of 
the devaluation (and of the DM reva¬ 
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luation) should progressively be felt. 
Thechanges forecast in both the US 
and the West German balances reflect 
the very different conditions that each 
expects in 1970. In West Germany, 
the effects of revaluation should be 
supplemented by the i^>ersistence into 
1970 of above-average demand pres¬ 
sures. Tn the USA, on the other hand, 
improvement of the current balance 
would take place at a time when de¬ 
mand pressures were tending to be¬ 
come lower than 'vould be consider¬ 
ed desirable in the medium term. 
Canada's position seems likely to be 
somewhat less satisfactary then in the 
recent past. Ilal> is likely to ranain 
in large current surplus, though at a 
lower level then recently. Japan's 
strong surplus position seems unlikely, 
on present tremls, to be much re¬ 
duced in 1970. 

IV 

MONETARY PROSPEC TS 

In the lirsi three cjuarlcrs of 1969 
increasing moncUiry tightness in the 
USA led to an unprecedented pull of 
funds through the Luro-dollar market. 
Waves of speculation led to recurrent 
large inflows—and subsequent outflows 
—of funds to West Germany. Monetary 
conditions were tightened generally 
in other OECD countries. A feature 
of the year was the enlarged capital 
outflow from haly. 1 he revaluation of 
the DM had already led by mid-Novcin- 
ber to a substantia: reflux of capital 
from West Gcnnany. The lightening of 
West German monetary conditions 
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caused by the outflow was only partially 
cased by relaxing banks’ reserve re¬ 
quirements. Interest rates on the Euro¬ 
dollar market, after an initial fall, 
rose again in November. 

In the period ahead, the pattern— 
and scale—of capital flows may depend 
largely on developments in domestic 
monelary policies. So long as striitgent 
monetar y conditions are rmirUaiiicd in 
the USA this should continue to exert 
some pull on exterrnil funds. The fact 
that outstanding Luro-dollar liabilities 
*)f US hanks have not on balance risen 
markedly since mid-July (they have 
fluctuated around s 14,()t)() niiliion) 
might, however, suggest that lurihcf 
large net inflow's, such as occuri'cd 
earlier in 1969, arc now' less likely, At 
sonve point, the US authorities will 
wish to case monetary conditions, if 
only moderately. If other countries were 
(hen anxiou s t o Inai ntai n relati vely st ri n- 
gcrit conditions - whether for balance 
payments or domestic reasons— the 
pattern of rnonelaiy forces and inter¬ 
national capital flows would cliangc 
again. Despite improvement of the 
United Slates' current account, the 
oflicial settlements position might well 
he less favourable than in 1969. I'hc 
overall payments positions of other 
OECDcouniries would then be further 
strengthened. 

Such developments might generally 
be regarded as acceptable in the context 
of other trends in the coining period. 
But the speed with which very large 
amounts of capital move from one area 
to another underlines the limiUition 


KIRON 



Lights Brighter^ Lights Longer . 



108 

thiU needs sometimes to bo iinnpsed on 
the use of monetary policies for uomesitc 
demand management. To the extent 
that external considerations clfcctivcly 
limit the use <t\' monetary instruments, 
the need to have alternative liscal instru¬ 
ments readily available is all the greater. 
A further consideration is that interest 
rates as high as at present have dis¬ 
advantages not only for OECD 

Common Market : 


vaiNNA: 

Till Yi \K 1970 having got off to an 
uncommonly siari, the overall 

mood in business and finance in Eiiiope 
is unusually reassured. 

There was a whole spate of cheerful 
developments at the end of the year, 
rhe Internalional Monetary I und an¬ 
nounced provisional agreement on the 
distribution of the quota increases 
which come into effect this year and 
which will raise its loanable resources 
by about .15 per cent to almost 
H 29,(HX) million 'Fhe fund also rea¬ 
ched agreernem on a st>liition of the 
old dispute over sales of newly-mined 
South African gold. Partly as a result 
of these good tidings, the £ rose above 
parity for the first lime in nearly two 
years and the Erench franc began to 
look a good deal healthier. 

Bui the most .significant develop¬ 
ment that came in with the new year 
was the beginning of the Special Draw¬ 
ing Rights scheme (SDRs) which, 
though it lost a little of its impact, and 
may lose more, by the agreement on 
the South African gold sales, is the first 
lime the world has had an international 
currcnc'y, independent of any national 
authority, one that is not backed by 
gold (though it has a nominal gold 
value guarantee) and which can be 
increased by international negotiation. 

Since the closing of the Gold Pool 
in Maich 1968 the only source for new 
iutei national liquidity was foreseen to 
be through increases in the IMF's 
loanable funds which would be imple¬ 
mented either by bigger quota subs¬ 
criptions or increased distributions of 
Special Drawing Rights. This expec¬ 
tation has been put somewhat out of 
joint by the steady increase in the 
Americiin deficit and by the fact that 
the year's-end agreement with South 
Africa has again made possible in¬ 
creases in official monetary gold hol¬ 
dings. 

This unforeseen development lias 
not shaken Europe’s new year optimism 
very much since it is thought the breach 
in the SDR system will probably be 
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countries but for developing countries 
as well. 

Sources and Acknowledgements : The 

Ibagoing sumnuuises the 100 pages of 
the OliCD’s lionomk Outlook for 
J970, but the OECD is responsible 
neither for the emphasis of my summary 
nor tor my comments based on a var¬ 
iety ol sources. 

Busy Year Ahead 


miniiual as South Africa will not, as a 
general rule, be able to sell its gold to 
national central banks but mostly on 
the free market and, in ease of need, to 
tJic IMF. Bankers here do not expect 
that South Africa will often have need 
to sell outside the free market and any 
gold It sells to the IMF will automa¬ 
tically be at the service of the interna¬ 
tional community. 

The Special Drawing Rights, inter¬ 
national finance’s gift to the new year, 
arc exclusively for the use of central 
banks and are a book entry currency 
only, hedged around by multiple res¬ 
trictions and usable only in order to 
acquire foreign exchange from other 
participating countries. 

Cienerally sjxaking, the combined 
effect of fhe distribution of Special Dra¬ 
wing Rights and the increase in the In¬ 
ternational Monetary Fund's quota 
will be to give a bigger deliberate in¬ 
crease in official liquidity than has been 
seen for a very long time. Tt should 
help to lessen the gap between the 
requirements of international trade and 
national monetary reserves. The in¬ 
crease this year in liquidity will be 
s 3,500 million in SDRs and S 5,700 
million in IMF quotas. It may 
very well be more than is neces¬ 
sary since the American deficit is now 
over $9,000 million and the Eurodollar 
market has expanded to over s 40,000 
million. 

The new arrangements for South 
African gold sales are expected to rein¬ 
force the position of the US dollar in 
the course of this year since the new 
possibility to increase the metallic 
component of its reserves should pro¬ 
vide the US with additional protection 
against dollar conversions. The French 
have objected to the African gold 
sales agreement because they allege it 
alters the provisions regarduig sale of 
gold contained in the original Bretton 
Woods Articles of Agreement and insti¬ 
tutionalizes the two-tier market sys¬ 
tem. But the new pact is no more than 
an understanding on how' member 
countries propose to behave and does 
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not, for this reason, change their basic 
rights under the Bretton Woods Agrees 
menl. 

The second reason for the more 
assured mood in Europe is that the 
Common Market is able to view its 
future with more confidence. There 
arc loose ends in the agreement reached 
before Christmas on agricultural fi¬ 
nance to be tied up. Two of them are 
particularly important, the Market’s 
agricultural surpluses and provision 
for closer economic and monetary 
co-operation. 

The agricultural surpluses arc the 
Market’s most serious, pressing and 
scandalous problem. These huge accu¬ 
mulations of butter and other products 
are liable to involve the Market in huge 
wasteful expense if nothing is done 
about them and arc fast becoming a 
huge storage burden. 

Blind Opposition 

But the dilemma lies, as it always 
did, in the blind, obstinate opposition 
to all progressive proposals put for¬ 
ward by the Brussels Commission by 
French and West German small-sale 
farmers, both of them the most ineffi¬ 
cient farmers in the Community. West 
Germans, the main contributors to 
the Market’s agricultural fund, are 
determined to cut the costs and the 
French insist that no link exists bet¬ 
ween the financial negotiations and the 
surplus problem. The far more effi¬ 
cient, farm-wise, Dutch and Italians, 
insist, however, that the two are defi¬ 
nitely linked and it remains very much 
a question whether the Market’s finan¬ 
cial agreement will be ratified by nation¬ 
al parliaments unless there is some 
action on reducing overall agricultural 
costs. 

The Market’s Council meets again 
in mid-January to discuss this problem 
once more and the possibility of im¬ 
proving co-operation in economic and 
monetary matters. The Council is ex¬ 
pected to give final approval to the 
Barre plan involving closer co-operation 
in economic planning as well as short¬ 
term and medium-term financial assis¬ 
tance in case of monetary difficulties. 
It is proposed that this plan should be 
only the first step in a process leading 
in time to the creation of a European 
currency, of which M. Jean Rey, the 
Secretary-General, has spoken opti¬ 
mistically. Once the Barre plan has 
been approved further proposals will 
be made for the creation of a European 
reserve fund and of a stabilization fund 
designed to prevent excessive fluctua¬ 
tion. 

There will be Market activity also 
on technological co-operation early in 
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February, with Britain and other non- 
Market countries participating; ne« 
arrangements for the Market’s nuclear 
energy section, Euratob; research into 
industrial co-operation ; the enact¬ 
ment of a new company law applicable 
anywhere in the Community and abo¬ 


lition of barriers lo mergers across na¬ 
tional frontiers. 

Altogether, it is going to be a busy 
year for the Common Market, not least , 
probably late in June, when it gets 
down once again to negotiations on 
the British application for membership. 


Czechoslovakia Plans for 1970 

‘ARTHIKEYA’ 


Aftir Putting down all inicr-parly 
differences with an iron hand and 
achieving a cohesion and unity in the 
ranks of the ruling Communist Party 
of Czechoslovakia, the leadership is 
now engaged in tackling problems of 
the economy, because, in the words of 
the Czechoslovak Federal Planning 
Minister, Mr Vaclav Hula, “the econo¬ 
mic consolidation in this country is the 
main condition for a political consolida¬ 
tion.” 

The economy is really in a very bad 
shape. The crisis which opened the 
door of revolt against the highly cen¬ 
tralized, directive bound leadership 
of the then supreme leader Antonin 
Novotny in January 1968, got unfor¬ 
tunately deepened during the political 
turmoil of the last year. Wide laxity 
in management, decline in working 
morale and loosening of work disci¬ 
pline complicated Ihe old structural 
imbalances even further. 

Domestic Tension 

Consequently, even the modest 
objectives of the 1969 economic direc¬ 
tives of the Czechoslovak government 
were not attained to the full extent. 
The industrial production rose slightly 
in excess of 5 per cent, while the direc¬ 
tive assumed a 7 per cent rise. Pro¬ 
ductivity was up by only about 4.5 
per cent as against the planned 5.8 
per cent. On the other hand, average 
nominal wages which were expected 
to show a 4.3 per cent increase only, 
grew by a full 6.5 per cent. 

While the creation of the national 
income proceeded at a slower rate, 
an excessive growth of the monetary 
incomes of the population generated a 
strong pressure on the spending from 
the national income. In 1968, private 
incomes went up by 20,500 million 
Czechoslovak erdwns and in 1969 by 
another 23,800 million crowns. This is 
the main cause of the present tension 
on the domestic market. 

Undoubtedly, the structural chan¬ 
ges could hardly be effected immediate¬ 
ly. It would require long-term plan¬ 
ning. The efforts of the leadership 
are therefore directed towards impro¬ 


vement in management and boosting 
up of productivity. The federal Cze- 
choslavak Parliament in December 
passed many new laws which might look 
harsh in normal times. For example, 
the amended Labour Code would 
enable not only dismissal of a bad wor¬ 
ker, but also claims to compensation 
for damage caused by his bad work, 
would be made upon him. In some 
cases, non-fulfilment of work instruc¬ 
tions might lead to prosecution. 

Central Planning 

The new measures also underline 
the importance of central managing 
institutions. They stress once again 
the function of the central economic 
plan in which the state maintains the 
right of the highest instance. In speci¬ 
fic production branches the slate 
prescribes directly definite production 
tasks. 

The Planning Minister has, however, 
assured that any interference of the state 
in the enterprise sphere will respect 
the independence of the enterprises 
themselves and will therefore be res¬ 
tricted only to such instances which 
could cause disharmony between the 
requirements of the society and the 
programme of the enterprise. 

With attempts to pacify some of 
the abnormal features, the Czecho¬ 
slovak planners have put quite modest 
objectives for the year 1970. The 
general social production is to go up 
by roughly five per cent, practically the 
rate attained in 1969. It shows that 
the authorities do not wish to put undue 
stress and strain on the working people 
and want to restore normalcy very 
cautiously and patiently. 

The basic intentions of the 1970 
plan in the field of industry arc charac¬ 
terized by the following data: rate of 
growth of gross output in industry 6.5 
pcr.cent; rate of growth of exports of 
industrial products 7.2 per cent; rate 
of growth of |;oods supplied to the 
market (including foodstuffs) 5.4 per 
cent. 

To fight the inflationary pres¬ 
sures, the plan envisages with growth 


of personal consumption the slowing 
down of wag^ developments. The re¬ 
quirement of the volume of wages will 
be reduced from the average achieved 
in the years 1967-1969 by roughly 50 
pci cent, which is in keeping with the 
planned output. 

Further, the plan envisages a 26 
per cent increase in housing construe 
tion compared with the envisaged 
figures of 1969. According to ihe plan, 
108.700 flats will be commissioned, 
19,000 more than in 1969. 

Foreign Trade 

The increase of Czechoslovak ex¬ 
ports in 1970 is one of the keys for dea¬ 
ling with the situation mother branches 
of the economy, says Czech Deputy- 
Minister of Planning, Dr Jan Vintcra 
writinginthc trade union daily. Prace. 
According to the plan, Czechoslova¬ 
kia’s exports are to increase by 5.5 
per cent compared with last year, while 
imports arc to be raised by 4.6 per 
cent. 

While export Uirgets lo western 
countries are on the whole being ful¬ 
filled, the situation is different as re¬ 
gards the socialist countries. Dr 
Vintera says, “Towards the end of 
1967, we were creditors to the socialist 
countries, today we are their debtors. 
Wc used to have a favourable balance 
in normal goods exchange and, apart 
from this, were able to pay in advance 
towards deliveries of raw materials. 
Today, wc liavc difficulties in meeting 
the terms of the annual protocol and are 
not punctually making deliveries under 
credit agreements.” 

The tension in balance of payments 
with the neighbouring countries is fur¬ 
ther increased by the possibility of in¬ 
creased deliveries from the Soviet 
Union, especially of consumer goods, 
this year. These deliveries were dis¬ 
cussed during the latest talks of the 
Czechoslovak Communist Party de¬ 
legation in the USSR. 

Therefore, the 1970 plan intends to 
curb the drawings on credits in the so¬ 
cialist countries. At the same time 
strict austerity policy is to be effected 
in imports from the socialist countries. 

The Czechoslovak leadership is 
gearing the entire organisational appa¬ 
ratus of the ruling party for fulfilment 
of these economic tasks. Slovak 
Pravda emphasizes, “When the party 
cards are to be exchanged in the first 
half of this year, every member of the 
CPCz will be assessed not only by his 
political attitude and political activity, 
but also how ^ fulfills his duties at 
work, how actively he participates in 
implementing the party’s economic 
politqr.” 
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IT IS high time that the issue of security arran¬ 
gements for persons holding public office had 
been rationally reviewed. In my view, certain 
minimal security arrangements, determined 
by the police or other authorities concerned, 
should at all times be provided for the Presi¬ 
dent of the Republic, the governors and lieute¬ 
nant-governors, the three service chiefs, the 
Chief Justice of India and the chief judges of 
high courts, the Prime Minister of India and 
the chief ministers in the states. I wonder 
whetlier it would really be necessary for the 
powers that be to add many more holders of 
public office to this list which, in any case, 
should be kept as short as possible. In all 
other cases, security arrangements should be 
made only when the police or other authori¬ 
ties concerned have reasonable ground for 
believing that a threat to person exists. In the 
case of those holders of public office for whom 
minimal security arrangements are provided 
as a matter of course, any additional or special 
security preciiutions may be in order only when 
a threat to person is made or feared. This 
extra protection should naturally be limited 
to the requirements of the situation and to 
the period during which the threat may be 
deemed to constitute a real risk. The formula I 
have outlined here seems to me to be a sound 
and acceptable one since it attempts to harmo¬ 
nise the reasonable requirements for security 
of persons holding certain vital or strategic 
public offices with the expenditure which 
the tax-payer may reasonably be expected to 
bear for providing this security. 

Judged in terms of this formula, the central 
and state governments are probably over¬ 
spending appreciably on this ‘security’ busi¬ 
ness. The Prime Minister's security bill, about 
which some disclosures have been made by the 
Chief Minister of Uttar Pradesh, seems cer¬ 
tainly to be an unconscionable one. The posi¬ 
tion is not improved by the fact that a good 
part of the ‘security’ bill is, in fact, expendi¬ 
ture not strictly connected with security. It is, 
of course, true that Mr Gupta may not have 
raised the issue at all but for the split in the 
Congress party. In any case, now that the cat 
has been let out of the bag. it is not going to be 
an easy task for those concerned to cajole the 
creature back into hiding. The least that could 
be done to prevent an unsavoury controversy 
from becoming a malodorous mess is for the 
central government to release state govern¬ 
ments from the obligation of meeting the 
Prime Minister’s ‘security’ bill when that per¬ 
sonage is touring the states and to charge this 
expenditure to the central budget in the form of 
a separate demand for grant to be voted speci¬ 
fically by Farliameot. This way. party or tac- 
tional politics could be kept out of the issue 
of the Prime Minister’s security to some extent. 
And what is equally important, it may be 


easier for public opinion to enforce a desir¬ 
able degree of austerity on this item of expendi¬ 
ture. 

* ♦ 

The literature of various political parties has 
lately been crammed with concern for the 
expansion of the economy through increased 
production and in\*csimcnl. How sliarply 
their prefessions diifcr from their practices was 
demonstrated by the 48-day-old strike in the 
engineering industries in Jamshedpur. Accord¬ 
ing to Mr J. R. D. Tata, the only 'gains' of the 
strike, which involved 3t),000 engineering work¬ 
ers, was a production loss of Rs 25 crorcs, a 
loss of Rs 2 -5 crorcs in wages and other mone¬ 
tary benefits to workmen, a loss of Rs 5 crores 
in revenue to the government and, last but not 
least, a setback of Rs 2 5 crores in exports. 
All these sacrifices, as Mr Tata pointed out, 
were made simply at the altar of trade union 
rivalries fuelled by the struggle among political 
parties to acquire controJ over the labour 
movement in Jamshedpur. Mr Tata identified 
the two communist parties. SSP, PSP and a 
dissident faction of the INTUC as the actors 
in this drama of gross irresponsibility. 

The Patna correspondent of The Hindu 
makes the interesting point lliat the faction of 
INTUC involved in the strike was led by Dr 
M. K. Akhauri, a meml'^rr of the AICC of the 
Indira Gandhi group. Dr Akhauri liad the 
dubious distinction of functioning as the 
chairman of the co-ordination committee of 
the five political parties which launched the 
strike and it was indeed he who gave the call to 
strike even as tripartite talks were going on at 
Patna among the r»:prcsenlatives of the workers, 
managements and the state govcniments. 
Although this is Dr Akhauri’s record in the 
sad episode, 1 doubt that Mrs Indira Gandhi 
or her associates in New Delhi, including that 
saintly mentor of the INTUC, Mr Gulzarilal 
Nanda, will be at all interested in taking the 
good doctor to task for lii.s anti-mitional acti¬ 
vities. Then there is Mr Karpoori Thakur, 
Chairman of the SSP, who lent bis authority 
and sympathy to the strike by fasting for 13 
days. Mr Thakur was Chief Minister of Bihar 
and may well become Chief Minister of that 
state again. Such arc the strange ways of 
our politics. 

* * 

The report that the Governor of Bihar 
desires to relinquish oflice and retire into pri¬ 
vate life immediately aficr this Republic Day 
prompts me to reflect on the generally succcss- 
fiil in which Mr Nityanand Kanungo 

has been discharging his gubernatorial res¬ 
ponsibilities in Bihar. 1 would, in fact, rate 
him and Mr K. C. Reddy, Governor of Mad¬ 
hya Pradesh, and Mr P. Oopala Reddi, Gover¬ 
nor of Uttar Pradesh, as amoug the three most 
satisfactory holders of the oApe of governor 


over the years. I'hey tiave bad to deal with 
one taxing or tricky political situation after 
anoilicr and it is my general impression that, 
in the prooesK, they liavc displayed qualities 
of firm. ju.st, patient and tactful leadership. It 
is worth noting that none of these three govern¬ 
ors had been particularly sparkling in his 
previous political career. Some may even say 
that they weic all rather mediocre in their 
performances as ministers of the central gov¬ 
ernment. Could it be that the very ebsence of 
tile more aggressive virtues, wliicli might 
have come in their way then, proved to be u 
blessing when they were called upon to function 
above the warring political factions of the day? 
Whereas that brilliant administrator. Mr 
Dharma Vira, contributed not a little to tltc 
messing up of the political situation in West 
Bengal during the time of the first United 
Front minis!ry, this rather dull and drab trio 
of politicians, namely Mr Kanungo and the 
two Reddys, have been discharging their guber¬ 
natorial re.sponsibilitic.s almost with a touch of 
genius. The highest tribute that may be paid 
to them is that, by and Uirge, they have shown 
themselves to be men of independent Judg¬ 
ment not amenable to pressures, wliether local 
or from the central government. 

* * 

A correspondent, wlu> tlcscribes himself as 
“a small pharmaceutical producer”, complains 
of wayw'vrdness and unfairness in the admi¬ 
nistration of the Drugs Price Control Order by 
the Ministry of Petroleum and Chcmicalc, 
According to him, a prciduct manufactured by 
him was ready for sale in April, 1068, but he 
has not been able to market it so far because 
the ministry has refused lo approve the maxi¬ 
mum retail price for which he has applied. He 
alleges lliat the ministry has arbitrarily closed 
hi.s case without giving him any valid reason 
and without showing him where his costing has 
been found to be defective and that the only 
explanation vouchsafed to him is that he has 
not gone lo New Delhi personally lo present his 
case. 

This correspondent also asserts that the 
ministry coiK'emcd is far more helpful when 
dealing with the bigger pharmaceutical firms 
and he has given what be says are instances of 
the very liberal manner in which this ministry 
has dealt wilh applications from tlic bigger 
manufacturers for the approval of maximum 
retail prices for their products. He concludes 
that, in administering the Drugs Price Control 
Order, the Ministry of Petroleum and Chemi¬ 
cals is discriminating against small manufac¬ 
turers even to the eident of harassing them, 
while showing undue lavours to bigger com¬ 
panies who. in his words, “have got good sales¬ 
manship with the Petroleum Ministry” and 
“can get any price approved, whether there 
ho price control or not”. V.B. 
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BOEING 737 FOR I.A. FLEET 

Thi Union government has accepted Asok 
Mitra Committee^ rccommeiidation to sane- 
Uon the purchaNC of seven Biwng- 73 ? jet air¬ 
craft. for Indian Airlines fleet expansion, by 
April 1971. The 115-pas.scngcr plane cruises 
ui 580 mph. The committee has recommended 
the plane on economic and icchnoiogicat con¬ 
siderations. The Hoeing manufacturers have 
assured the delivery olTwo planes this year and 
live more by April 1971. 1 he total cost of the 

planes, including spares and ground suppiirt 
equipment will be Rs 33 35 crores, of which 
Rs 30*32 crorcs will be in foreign exchange. 
Six more ol these planes will be required bet¬ 
ween 1972 to 1976. 

GUAR AT CONVENTION 1970 

(jujarat (Tiambcr of Commerce & Indusliy 
is org^inising Gujarat Husinessmen’s Conven¬ 
tion on January 17 and IK. This convention 
is the .second of its kind in Ciiijarat and will 
provide an opportunity to get together those 
engaged in commerce and industry on a common 
pJatfivm for discussion of the problems of 
mutual interest, ensuie elTcciive medium of 
locussing attention on the general dinicultics 
experienced by tuisinessmcn, highlight the de¬ 
velopmental problems at the stare and district 
ieve), proiTHitc spirit of constructive enterprise 
among the younger generation and h^ster greater 
and more co-ordinatcil organisation of business 
community all over the stale. Mr D.C. Ko- 
Ihah, Vice-President of tlte I cdorution of 
Indian C'hambcrs of ('i>mmcive & Industry, 
New IX'lhi. will inaugurate the <\>n\cn(ioii 
and Dr Bharat Ram. Piesidcnt of the Inter¬ 
national Chamber of ('ommcrcc will be the 
chief guest on this occasion. Mr. Hitendra 
IXsiii. Chief Minister, Ciiijarat state has con- 
sciiti^ to \)c the president of the inaugural 
session of tlie convention. 

ABS delegation 

Dr Hermann Abs, Chairman of the l>?u(schc 
Bonk, has come to this country as a leader of a 
delegation of high level West German business¬ 
men and bankers. Dr Abs was also a member 
of a mission which visited this country in 
I960 on behalf of the World Bitnk, and is 
regarded as 0 good friend of this country 
and other developing countries, rhe delega¬ 
tion comprises 11 other membcTs drawn from 
industry, financial institutions and chambers 
of u^ inmcrcc. They arc: Dr Peter von Sie¬ 
mens tVicc Chairman, Siemens AG). Mr 
Otto Wt>lir \on Amergongen (President, I>eut- 
.sibcr Industrie und Handclstag (Kedcration of 
CTtambers of Commerce and Industry), Dr 
Joochim Zahn (CTiairman, Daimler, Benz 
A,GJ, Mr Ciuenter Vogel!«ani|; (Chairman, 
Fried Krupp GmbH). Mr Tom Schumecker 
(Chairman, Rheinischc Stahlwerkc), Mr Hans 
Reintges (Director, Farbwerke m>cchsl). Dr 
.lur Gerhard Prinz (Director Volkswagenwcrk 
AO). Dr Jur Paul Adolf Stein (Director. Robert 
Bosch GmbH). Mr Cat Graf zu Rantzau, 
(Director, Dresdner Bank A.G.). Mr Robert 
Dhom (Director, Commerzbank A.G.), Mr 
H. £. Bachem (Director, Kreditanstah fuer 
wiederaufbau) and Mr Von Homier—Aide 
to Dr. Hermann J. Abs. During the stay in 
this country from January It to January 26, 
the delegation would be visiting Bombay, 
:^roda, Poona. Madras. Bangalore. Visakha- 
patnam, Jamshedpur and Rourkela, before 
coming to Delhi for intensive discussions with 
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ministeTs and oiricials of the Economic Minis¬ 
tries and Planning C^ommission. The main 
objective of the visit is to provide an opportu¬ 
nity for the members to get a lirst-hand idea 
ot economic situation, industrial achievement 
and future prtisf^ts as well as to explore 
jointly the possibilities for increasing German 
investment and collabomtion in this country. 

Among the Aid-India consortium countries 
West Germany stands next only to the United 
Stales in tfic quantum of aid given to this 
country. Till the end of June 1969 the total 
authorisation of West German aid to India 
came to Rs 856 *7 crorcs, of which bilateral 
knins accounted for Rs 842*9 crores and 
grants for Rs 13-8 crores- West German 
economic assistance forms more than 9 per 
cent of the total economic assistance received 
by this country. There arc nearly 400 indus¬ 
trial projects in the private sector which have 
benefitea from West German technology. 
Uiere is considerable scope for further German 
investment in this country. Some of the 
fields for such investment are petrochemicals, 
fertilisers, pesticides, electronics and special- 
iscil machinery items to mention a few. A 
new iicld wiiicii again ofiers considerable pot¬ 
ential for Indo-Cfcrman collaboration is in the 
e.stablishnieni ot joint ventures in third coun¬ 
tries. 

DEI.EGATION FROM DENMARK 

A delegation froin Denmark headed by Mr 
K. flclvcg Petersen, Cabinet Minister of Cultural 
Affairs, Technical Co-operation witl\ Deve¬ 
loping Countries and Disarmament Questions, 
<iovtTnmcnt of IXnniark, arrived in New' 
IXlhi on January 5. 1970, on a week’s visit. 
1*he other meml^r of the delegation was Mr 
T\ B, Howitz, Head of the IXpartment of 
Bilateral Projects, Secretariat for I'echnical 
Co-operation. The delegation visited this 
country to ^in a first hand impression of ilie 
working of the Danish-aided protects and 
acquaint itself with the cultural life of the 
people here. Iho delegation also visited 
Danish-aided projects in Bangalore and Tri¬ 
vandrum apar' from meeting union ministers 
and some officials of the government. The 
total value ol the loans received so far from 
l> 2 nmurk is Rs 13 *5 crores. Tlicse comprise 
three general purpo.se loans and two food 
loam. 

INDO-IRAQ C O-OPERATION 

The expansion of trade and economic rela¬ 
tions between this country and Iraq was dis¬ 
cussed recently at a meeting between 
the Minister for Conununication of Iraq, Mr. 
Adnan Ayoub Sabri al-Izzi and the 
Minister for Foreign Trade Mr B. R. Bhagat. 
These discussions were understood to have 
been of a prclimuuiry nature and centred round 
possibilities of increased purchases by this 
country of raw materials from Iraq, ^eater 
exports to Iraq particularly in reg^d to infras¬ 
tructure equipment and industrial products 
and the i>ro.spcctN for setting up joint projects. 
The possibility of this country paflicipati^ in 
the construction of the Bagdad-Syrian railway 
line is understcK^d to have figm^ in the dis¬ 
cussions. The dekiEgtiou also called on the 
Minister for l^tioieum and Chemicals, 
Dr Triguna Sen and made an offer to supp^ 
crude oil even on a barter basis. Dr Sen was 
told that in addition to surplus supplies of crude 
oil, Iraq would be in a position to offer conai- 
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derabie quantities of sulphur. The Iraqi Mi« 
nister was accompanied by a team of seven 
ofiiciaJs. 

LOKANATHAN REPORT 

For effective implementation of the Industrial 
Policy Resolution, the Lokaoathan Committee 
has recommended that all items which are 
technically and economically feasible to be 
produced in the small-scale sector should be 
excluded from the delicensing programme so 
that the capacity in the larger sector does not 
develop to the detriment of the small-scale 
sector. The committee has recommended that 
delicensing of industrial items which are being 
manufactured adequately and substantially in 
the small-scale sector at present should be 
cancelled. The committee has also recom¬ 
mended that excise duty on products of the 
small-scale sector should be accorded prefe¬ 
rential treatment. Besides, special assistance 
should be provided to enable the small-scale 
sector to utilise the export potential which is 
developing, '•'he committee is of the opinion 
that this would help in broadening the base of 
operation of small-scale units and also in 
canalising the flow of new investments in large- 
scale undertakings to areas requiring the use 
of sophisticated technology or relatively high 
level of m'*chanisation and automation. (E)e- 
lails of the report have been given in Records 
and Statistics .section of this issue). 

STEEL programme 

The Minister of State for Steel and Heavy 
Engineering, Mr K. C. Pant, disclosed at a 
press conference here last week tliat the steel 
manufacturing capacity would iiave to be 
doubled in the next 10 years even if the overall 
growth of the economy during the fourth and 
the fifth Plan periods were to be only about six 
per cent per annum. This would mean the 
setting up of either a million-tonnc steelworks 
annually or a tw'o million-tonnes plant every 
alternate year. 

In view of the fact that it takes about seven 
years for constructing a steel plant in this 
country and anotlicr two years for running it 
to full capacity, Mr Pant emphasised tliat the 
steps to expand the steel manufacturing capa¬ 
city would have to be taken right now. The 
Ministry of Steel, he revealed, had put fortli 
several proposals to the Planning Commission 
for inclusion in the fourth Plan so that the re¬ 
quirements of the latter half of 1970s could be 
met judiciously. These are * 

(f) The second stage .expansion of the 
Bokaro sltxlwoiks to four million tonnes should 
be taken up by the government immediately 
without waiting for the completion of the 
first stage during which capacity to the extent 
of 1 *7 million tonnes ingot steel is to be estab¬ 
lished. According to present indications, the 
work on the first stage of fiokaro will be com¬ 
pleted by March, 1973. 

07) The Bhilai steel works sliould be ex¬ 
panded from 2*5 to 4*2 million tonnes. At 
present it is being expanded to 3 *2 million 
tonnes. The additional one million tonne 
capacity proposed for this steelworks will in¬ 
clude the setting up of a plate mill, 

(ill) With a view to diversifying the product 
pattern of all the thxee existing public sector 
steel plants at Rourkela, Bhilai and Durgapur 
and for bringing down their cost of production 
through the better utilisation of capacities, 
technological improvements, installation of 
balancing equipment, etc., should be taken up. 

(iv) A CROO sheets mill should be set up 
at Rourkela (these sheets are used in the manu¬ 
facture of tiansforniers). 

(v) The Duigapur alloy steel plant should be 
expanded at least to double its present rapacity 
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*De Dam\ Amsterdam A delicious Meal on *The Day On The House* 


Add a sparkle to your trip- 
visit surprising Amsterdam on your way 
to Europe or America 


Amsterdam is not just a place to stopover. It’s a 
wonderful experience. Right from the moment the 
KLM Super DC-8 touches down at the ultra-modern 
Amsterdam International Airport till the time you are 
ready to leave the city, there’s never a dull moment. 
Amsterdam is a city full of interesting shopping 
centres, a fascinating night life and pleasure-packed 
sight seeing spots. 


Flying via Amsterdam is so 
easy, with KLM operating direct 
Super DC-8 jet flights from India 
to this city or surprises. 44 major 
cities in Europe are linked by KLM 
with Amsterdam, many of them 
with daily flights, e.g. London, 
Paris, Copenhagen, Stuttgart, 
Munich, Frankfurt, Hamburg, 
Brussels, Zurich, Geneva etc. 

Going to America T Have your 
pick from a number of flights 
operated by KLMfrom Amsterdam 
to various destinations.Twice daily 
oon-stop Super DC-8 jet flights to 
New York alone! 


When you fly KLM you can 
make halts at quite a few exciting 
cities on way to your destination. 
In most cases you don’t have to 
pay anything extra. What’s more, 
KLM’s specially prepared low-cost 
city package tours save you both 
time and money. 

Whether Amsterdam is your 
first stop in Europe or your last, 
the fabulous “Day on the House’’ 
facility offered by the Amsterdam 
Tourist Office to all intercontinen¬ 
tal passengers(valid up to April I, 
1970) is at your disf^sal. Take 
advantage of it. The *’Day on the 


House’’ offer covers all the city’s 
top attractions and in fact, gives 
you more than you can possibly 
do in one day—all free! Ask your 
Travel Agent for full details. 

For regal luxury, fly KLM'a 
renowned Royal Class. For in¬ 
formation on other KLM plus 
points, contact your Travel Agent 
or the nearest KLM Office or any 
of KLM’s General Sales Agents 
in Ahmedabad, Goa, Indore and 
Madras. 
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don't 

throw it away 


People don't always see eye to eye on 
money matters. A necessary purchase for a 
wife may be considered money thrown away 
by her husband—or vice-versOr 

But everyone must agree that If you've 
allowed your insurance policy to lapse within 
two years of taking it, the money paid on 
premiums is as good as thrown away (unless 
you act fast and revive the policy). In addi¬ 
tion, you lose financial security for yourself 
and your family. 

Recover your money and your security by 
reviving your policy on convenient terms. 
This is allowed if not more than five years 
have passed since your policy lapsed. 


Advantages of reviving your policy now: 

* Fresh insurance will cost more. As yotl 
grow older your premiums go higher. 

* You may endanger your family's security 
since there is always the possibility that your 
health may be effected, making yuU 
uninsurable. 

Note that LIC will not issue a new policy if 
an earlier one stands lapsed or is made paid* 
up during the previous three years. 

Yes, it's good money-sense to revive a 
lapsed policy I If your present plan is not 
suitable, as a special case your agent will 
help you to revive it under a better one. 


Thera are special schemes for revival on convenient terms—either on a 
new commencement date or on terms under which you pay arrears of 
premiums by instalments and still have cover for the full amount. 


Talk loyoar agaat May, Ravlve your lapoai policy without tiolay, 

LIFE INSURANCE CORPORATION OF INDIA 






ASp/«.Ic/as*2 5 
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through the instaUation of balancing equip- 
inent at certain points. This will include the 
setting up of a cold rolling mill to yield thin 
stainless steel sheets. 

(vi) Bhadrawati steelworks in Mysore should 
also be expanded judiciously from its present 
capacity of 77,000 tonnes of special steels. 

The two other proposals which have been 
put forth are: (/) the setting up of a new re¬ 
fractory unit in the public sector, and (//) a 
seamless tube plant at Bhilai. 

If these proposals of the ministry are accept¬ 
ed by the Planning Commission, the outlay for 
steel in the fourth Plan will have to be raised 
from Rs 326*42 crones (as prop(^ed in the 
draft) to Rs 560 *25 crores. 

Mr Pant further stated that there was no 
proposal at present to expand the Rourkela 
and the Bhilai steelworks from their present 
capacities of 1 *8 million and 1 *6 million tonnes 
respectively. The proposed additional out¬ 
lay, however, include some funds for com¬ 
pleting during the fourth Plan the preliminary 
work in the tifth public sector steel plant. 

HINDUSTAN STEEL OUTPUT 

The production of salable steel from the 
three steel plants of the Hindustan Steel Ltd 
during 1969 was 2*74 mi lion tonnes, being 
7 *8 per cent higher than the 2 *54 million tonnes 
level achieved in 1968; despatches of salable 
steel also increased from 2 *70 million tonnes to 
2 *89 million tonnes in 1969 representing a rise 
of 7 *0 per cent. Similar upward trends were 
observed in the production of hot metal (pig- 
iron) and steel ingots, totalling 4 *47 million 
tonnes and 3 *76 million tonnes in 1969, the 
corresponding figures in 1968 being 4 *27 
million tonnes and 3 *67 million tonnes res¬ 
pectively. The Alloy Steel Plant at Durgapur 
also improved its performance remarkably 
by producing 60,400 tonnes of ingot steel 
and 33,100 tonnes of finished steel during 
1969, as compared to 31,300 tonnes of ingot 
steel and 18,400 tonnes of finished steel in 
1968. 


JETRO. 

Primary products exhibitions of developing 
countries are being organised by Japan Exter¬ 
nal Trade Organisation (JETRO) in their exhi¬ 
bition hall in Tokyo. Four such exhibitions 
are held in each fiscal year and during 1969-70, 
the products of Colombia, Afghanistan and 
Yugoslavia have been exhibited. This country 
has now been invited to exhibit her products 
and this exhibition will be held from Jani^ry 
16 to January 27, 1970. India's Deputy Minis¬ 
ter for Foreign Trade. Chowdhary Ram Sewak, 
has been invited to inaugurate the exhibition. 
A list of the goods being exhibited by this 
country indude engineering goods, processed 
food and tobacco, handicrafts and textiles. 


EXPO70 PARTICIPANTS 

Apart from several countries, four inter¬ 
national organizations, one city and two pri¬ 
vate enterprises will also take part in the Osaka 
World Ei^osition, according to the Consulate- 
General of Japan, Calcutta. The names of 
participaffng countries are : Canada, the Re¬ 
public of Korea, the USA, the RepubUc of 
Chi]^, the Netherlands, Zambia, the USSR. 
Belgium, Hongkong, Federal Republic of 
Oennany, Switzerland, New Zealand Austria, 
France, Bulgaria, Kuwait, the United 
Cuba, Turkey, Portugal, Thailand, the Philip¬ 
pines, Algeria, Mexico, Denmark. Norway, 
Swedim, Fintod, Ethiopia, Laos, Burma, 
Greece, Dominican Republic, Saudi Arabia, 
Czeclmlovaida, Ceylon, Tanzania, Ivory 
Coast, Indonesia, Inland, Ghana, Cypr“*- 
Madagascar, Uganda, Singapore,, 

Pikistan, Guyana ..India, c£ile, Vatican City 


State, R^ubl^ of Vietnam, Colombia, 
Nepal, Equador, Peru. Itab^, Central 
T^*^”**”*^* brazil, Nigeria. Abu 
Dhabi, fr^, MalayMa, Afghanistan, ElSalva- 
Cambodia, Haiti. Venezuela, Malta, the 
UAR, Monaco, Nicaragua, Panama, Costa 
Rica, Uruguay, Mauritius and Japan. Others 
wbl lake part arc : The United Nations, 
OECD, the LC (European Communities) and 
the Asian Development Bonk; the Pcovlnoes 
British Columbia and Ontario 
(Canada); the States of Washington and 
Hawaii, llic City of San 1 rancisco; Eastman Ko¬ 
dak Co. and American Park Corp, (the USA). 

WORLD BANK LOAN 

The Punjab governmoat has told the World 
Bank that the supply cf 8,000 Tractors to bo 
imported against a bank loan should be routed 
through the State Agro Industries Corporation. 
The bank is believed to favour their sale through 
private firms. The -.late government has a 
waiting list of 20,(X)0 tractors and its mechani¬ 
zation drive is held up \\ir want of more trac¬ 
tors. The state had a'.kcd the hank for a loan 
to import 20,000 tractors, but the bank team, 
which visited Punjab recently l)a.s recommend¬ 
ed a loan for 8,0(X) tractors. 

airlines cargo CHARGES 

BOAC in common with all lATA airlines 
operating into and out of Britain, is to increase 
charges for certain freight handling services as 
authorised by a recent I AT A resolution. 
Charges which were unanimously agreed by the 
meeting of lATA airline representatives in the 
UK came into efi'cct on January 1, 1970, and 
cover such services as storage, delivery, docu¬ 
mentation other than airway bills, customs, 
clearance, etc, on cargo entering or leaving the 
UK airports. A BOAC spokesman pointed 
out that airlines had been providing such ser¬ 
vices below cost for a considerable time and 
the purpose of revised charges was to provide 
efficient .service to sihppcrs and agents requir¬ 
ing it. 


ASSISTANCE FOR D.V-C. 


The Ministry of Irrig; Iion and Power has 
sanctioned one crore rupees to the Damodar 
Valley Corporation as central government's 
sham of capital expenditure for the year 1969-70. 
This brings the total amount of central govern¬ 
ment’s share so far sanctioned to the Osrpora- 
tion to Rs 55 *09 crores. This is exclusive of the 
amount advanced by the Ministry of Finance 
to meet the dollar expenditure finana^ from 
the International Bank for Reconstruction and 
Envelopment. The amount carries interest 
at the rate of per cent per annum. 

FINANCE COMMISSION 


This country needs a permanent Finance 
Commission to influence development and 
redistribution of resources among the states 
said Mrs Ursula Hicks recently. She was 
speaking on centre-state financial relations at 
the Reserve Bank recently. Mrs Hicks added 
that reliance on crude population data for ^- 
ciding on devolution was defective as rich 
states might be as populated as poor ones. 
She favoured a link-up of devolution with 
’’committed expenditures by the states, in¬ 
cluding investment in education, as in Nigeria. 
One defect of the distribution system in this 
country was its relatively low emphasis on 
redistribution. 


C.!. EXPANSION 

Jy mid-seventies, the I'crtiliser Corporation 
[ndia expects its units lo produce two mil- 
> of fertiliser. Thto promisd was 

d out lecemly by FCt Chainnan. Mr Sajish 
uxbu. AoMrdmg to curtent unticipation. 
FCI expects to produce 855,OtX) tonnes of 
EiUsers by 1^71 when us exfNuision plans for 
rgapur, Barauni and NannirtiiJ will be com¬ 


plete. In addition to these projects under 
inmlenientation, the FCf has on hand another 
I *2 million tonne capacity for which thegov* 
emment's approval has bm obtained. Iwse 
are the Sindri rationalisation scheme, Trombay 
and Nangal expansion and the new ptanra at 
Talcher, Ramugundam, Haldia and Korba. 

TRADE WITH U S. 

The Indian Minister for Foreign Trade, Mr 
Baliram Bhagat and Mr K. B. Lai, Secretary of 
the Minis!ry of Foreign Trade, arc to visit th; 
US lalcr this month for talks with the US 
government and private tratle intere.sis on ways 
to improve bitalcral trade Irciwccn th; tw'O 
cou Tiries. 

AROMATICS PLANT AT IIARODA 

The foundalion-sionc of the. giant aromatics 
plant near Baroda will be laid by Dr 1 rtguna 
Sen, union Minister for l\:troIcum and t’hcmi- 
cals, on Januar\ 24. The public sector 
project, envisaging an investment of about 
Rs 30 crores, is cxpeclctl to be commissioned 
by early 1972. All plans and designs of the 
various units of the prt'jcci have been finalised 
in technical and financial collaboration with a 
West Ctcrman fiim, 

ADDITIONAL TEXTILE SPINDLES 

In (he light of the demand from a number of 
mills for additional spindles either for purposes 
of balancing or for reaching an economic size, 
the Committee of the Indian Cotton Mills 
Fctleration. Bombay has n^uesicd the govern¬ 
ment that no additional spindles be sanctioned 
to any mill, except to the extent of 300 spindles 
per mill. In recommending this lo the govern¬ 
ment. the committee took into account the 
fact that (he spindle activity in tsach of the three 
shifts was to the extent of 90, 90 and 69 per 
cent respectively in 1964 which subsequently 
went down in 1969 lo 76, 76 and 62 per cent. 
In spite of such fail in spindle iictivity, and 
consequently in the production of cloth and 
yarn, there was no dearth of cloth and yarn. 
On the other hand, the supply position of cot¬ 
ton continued to cause great anxiety. 

SALE OF H M.T. MACHINES 

The Hindustan Machine Tools has entered 
into a sales agency agreement with Messrs. 
Larsen & Toubro for marketing die casting 
and plastic injection moulding machines of 
Buhler de.sign to be manufactured by HMT 
in technical collaboration with Messrs. Inter- 
fonda Limited, U/.wiI, Switzerland. Hitlierto 
these machines which have been imported were 
marketed in the country by Larsen & Toubro. 
The HMT factory at Bangalore will take up 
production of these machines soon and the first 
batch of Indian built die casting machines will 
be ready for delivery this year. HMT plans 
to ofTcr these machines in 160 and 250 ton 
locking pressure; capacities. The maebtnes 
which arc of the direct injection system, arc 
also known as fast cycling machines, 

FERROUS METALS IMPORT 

The union government has agreerl to import 
Rs 10 crores worth of ferrous metals from the 
USA to relieve the acute shortage of these 
materials in the small-scale sector, Mr M. S. 
Parthasarathy, Vice-President of tlio Federation 
of Association of Small Industries in India 
stated recently. Tlie imports would be under 
US aid scheme. The metals would be distri¬ 
buted through the various state corporations 
of small industries. 

PHILIPS EXPORTS 

Philips India Ltd, recently exported to West 
Asia a consignment '.if radio components, 
starter compojients, electronic measuring instru¬ 
ments, fluorescent tubes and flashlight lamps 
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vwhmd at approximafelv Rv 13 laiths* With 
this tha company*! volume of export during 
1969 ha! nearly reached Rs KO lakh^. During 
1969, Philip! Jndia had exported product! to 
Egypt, Iran. Sudan. Syria, l^banon as well at 
to Singapore. Kuala Lumpur and Hong Kong in 
the Par Lust and to iburope and Australia. 

PUBLIC SECTOR EXPORTS 

The public sector engineering units will 
contribute Rx 3 crores to the Foreign Trade 
Ministry's crash programme to iiccure an 
additional Ks 70 crores exports to achieve the 
target of seven per cent growth in exports for 
the current year. This was the consensus 
reached ut ilie meeting of the representatives 
of tfiew? units with the Minister nf I'oreign 
Irade, Mr B. R. Bhagat, on January 8. A 
meeting of a dozen of these units has been 
called to involve them in the export promotion 
drive. The ministry will be holding similar 
meetings with more of such units and export 
organisations soon. 

COIR EXPORTS 

E^xports of cnir and coir products touched a 
total of Rs 14 *2 crorcs in 1968-69 against Rs 
13 *2 crorcs in 1967-68. In the first six month.s 
of l96*i-7(), they rcachcil Rs 5 *7 crores. A 
spokesman for rhe COir Board, which recently 
held an exhibition of coir products at Stadium 
House. Bombay stated that there had been 
considerable diversification of coir products 
recently. Instead of traditional products like 
coir mats and mattings, carpets and rugs, the 
industry was now producing a variety of articles 
from rubboriseti coir fibre. With llic estab¬ 
lishment of I'aclorics for the specialised produc¬ 
tion of these goods, coir fibre was now begin¬ 
ning to play a vital role in the industriut field. 

SYNDICATE BANK LOAN 

The S«^ndicatc Bank, one of the nationalised 
banks, launched a novel scheme of personal 
loans to dock workers on a mass scale. The 
scheme is intended to help the workers to avoid 
borrowing from moneylenders and develop 
savings habit. Under the scltemc, dock work¬ 
ers iKlonging to the Tamil Nadu Port and 
Dock Workers Welfare Association, a trade 
union, will receive personal loans up to Rs 
500 without tendering any security. The 
loans carry an interest of 8^ per cent a^'d are 
repayable in easy instalments ranging from 24 
to 36 months. The loans are given on the speci¬ 
fic understanding that repayments will be de¬ 
ducted from the workers* salaries b^ their 
employer, the Madras Stevedores Association. 

UNITED BANK ASSISTANCE 

By way of its own contribution towards 
making the rice procurement scheme of the 
Government of West Bengal a success, United 
Rank of India granted loans amounting to Rs 
20 lakhs to sonic 20 government-partnered co¬ 
operative rice mills located in diflerent districts 
of the state. 

PROFIT EI.EMENT IN IJ.S.S.R. 

The Soviet Union has taken an important 
step towards a freer economy by adopting a 
"new' method*' of detcrniiniiig wholesale 
puce of industrial equipment. The measure, 
published in l7\'cstia, injected the "profit 
eleroent in the price setting and was seen as an 
economic lever to discourage the production 
of non-efficient or out-dated machinery. The 
"new method** was regarded a.s a small victory 
for liberal Soviet economists who advocate that 
factories should be given the right to fix their 
own prices and buy their own mactiineo'. 

NEW l.M.F. MEMBERS 

The Republic of Equatorial Guinea and Cam- 
iKHlia bcciune a member recently of the Inter¬ 
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national Monetary Fund when tlie Fund's 
Articles of Agreement were signed in Washing- 
ton. Equatorial Guinea's quota in the Fund 
is I 6 million and that of Cambodia is $ 19 
million. Membership in the Fund now totals 
115 members and with the admission of Equa¬ 
torial Guinea and Cambodia the total of mcm- 
quotas in the IMF is I 347 million, 

WHEAT OUTPUT 

Mr A. P. Shinde, union Minister of State 
for F ood and Agriculture, has expressed the 
hope that this country would attain self-suffi¬ 
ciency in foodgmins within the next few years. 
Mr Shiiidc. stated tliat thou^ the absence of 
winter rain^ in tlic north had caused some ini¬ 
tial anxiety it was now estimated that wheat 
production this year would exceed 18 million 
tonnes. 

COCONUT C OMMUNITY MEET 

Prr>pc>sa]s designed to promote, co-ordinate 
ttnd harmonise all activities of the coconut 
industry in Asia were considered at tlie .second 
session of the Asian Coconut Community, 
held from Janui^ry 7 to 9 at Bangkok, head¬ 
quarters of the Economic Commission for 
Asia and the Far East (FCAFF;). On the 
ba.sis of the proposals formulated by an ex¬ 
pert group which met at RCAFF headquarters 
in November last, the session decided on the 
work programme of the community for 1970. 


COMPANY 

CALCUTTA ELECTRIC SUPPLY 
CORPORATION LIMITED 

(Incorporated in England) 

NOTICE 

In accordance with resolutions passed at an 
Extraordinary General Meeting held in London 
on 31st October 1969, the Management and 
Control of the CAimpany has been transferred 
to India with effect from 5lh January 1970. 

Mr. Harold Hobson and Mr. A. R. Colley 
have retired and Mr. D.P.M. Kanga, hitherto 
the Company's Agent in Calcutta and Mr. 
C.A. Gunther the Company's Cliief Engineer, 
have joined the Board. Mr. Kanga has been 
appointed Managing Director. With effect 
from the same date the office of Agent has 
ceased. 


LA. MACPtlERSON 
Chairman 


Victoria House, 
CALCUTTA-l. 
6th January, 1970. 


CALCUTTA EIJECTRIC SUPPLY 
CORPORATION UMITED 

(Incorporated in England) 

Notice is hereby given that the Board of 
Directors of this Company at a meeting held 
in Calcutta on 7th January 1970 have declared 
payment of a Dividend on the Company's 
Preferenoe Stock for the year ''ending Slst 
March 1970 at the rate of £6% gross. Payments 
will be made on 3ist March 1970 after deduc¬ 
tion of appropriate Indian Income Tax to those 
Stockholders whose names are registered in 
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The second session of the community was at¬ 
tended repiesentatives with plenipotentiaiy 
authority from the six iniuor coconut-produc¬ 
ing countries which have signed the agreeing; 
Ceylon, India, Indonesia, Malaysia, the Philip¬ 
pines and Thailand, Observers were sent by 
the FAO, UNCTAD. UNDP, ADB and 
UNIDO. 

NAMES IN THE NEWS 

Mr M. A. Master, a doyen of Indian ship¬ 
ping and former General Manager of the 
ikindia Steam Navigation Company, died 
recently after a prolonged illness. He was 86. 

Mr V. G. Rajadh^aksha, Chairman of 
Hindustan Lever Limited, has been elected 
President of the Bombay Chamber of Com¬ 
merce & Industry for the year 1970-71. 

Mr A. W. Clausen has been elected President 
of the Bank of America. He has been with 
the company for the last 20 years and succeeds 
the President, Rudolph A. Peterson who retired 
on January 1, 1970. 

Mr Sunderlal Nahata has been unanimously 
elected as a Director on the Board of the Mad¬ 
ras Industrial Investment Corporation Ltd. 

The Qantas entry—"HS 125'—in the recent 
London-Adelaide Air Race completed the dis¬ 
tance in 27 hours, 30 minutes and 27 seconds. 


NOTICES 

the Company's Stock Register on 26th January, 
1970. 

Applications for transfers received in this 
office before 12 o'clock noon on Monday, the 
26th January, 1970, will, if otherwise satis¬ 
factory, be registered at that date for the 
purpose of participation in the above Dividend. 

D.P.M. Kanoa 
Managing Director. 

Victoria House, 

Calcutta, the 9th January, 1970, 


CALCUTTA ELECTRIC SUPPLY 
CORPORATION LIMITED 
(Incorporated in Eiig;land) 

Notice is hereby given that the Board of 
Directors of this Company at a meeting held in 
Calcutta on 7tb January 1970 have dedaxed 
payment of an Interim Dividend on the Com¬ 
pany's Ordinary Stock at the rate of £6-10sh, 
per cent for the year ending 31$t March 1970. 
Payment will be made on 31st March 1970 
after deduction of appropriate Indian 
Tax to those Stockholders whose names are 
registered in the Company's Stock Register on 
26th January 1970. 

Applications for tianslers received in 
office before 12 o'clock noon on Monday, the 
26th January, 197D, will, if otherwise satis¬ 
factory, be r^tered at that date for the pur¬ 
pose of participation in the above Dividend. 

D.P.M. Kanoa 
Managitig Director. 

Vkiorla ffouee^ 

Calcutta^ fke 9th Janmey, 1970. 



January 16,1970 


EASTERN ECX>NOMlST 


117 


Company Affairs 


ASHOK LEYLAND 

Mr A. Ramaswami Mudaliar, Chairman 
Ashok Leyland Ltd, revealed at the annual 
general meeting held recently that the sales of 
the company during the year ended September 
30, 1969 recorded an increase of 11 per cent 
over the previous year at Rs 29 crores. The 
sales picked up during the later part of the year 
and this trend, he added, is continuing at the 
present moment. There has been a greater 
offtake of vehicles because the position of pur¬ 
chasers of trucks and commercial vehicles has 
considerably increased. He, therefore, hoped 
that the year 1969-70 would prove better than 
the year under review. 

Mr Mudaliar pointed out that in view of the 
adverse conditions in the home market the 
company has steadily been improving its export 
and during the year under review export sales 
amounted to Rs 57 -33 lakhs as against u com¬ 
paratively small figure of Rs. 17-31 lakhs a 
year before. The company has made substan¬ 
tial head way in Singapore apart from Ceylon. 
It has got additional orders worth Rs 150 
lakhs and the company is confident of increa¬ 
sing its export sales dunng the current year. 
In this context, lie added, the company con¬ 
sulted Lord Stokes, chairman of British Lev- 
land Motor Corporation who visited this coun¬ 
try recently and came to the conclusion that it 
would be advantageous to the company to pro¬ 
duce at least 7,000 Comet chassis every year and 
at the same time go ahead with the heavy duly 
expansion programme. He added, that it would 
be possible to export not only Comets but also 
heavy duly vehicles in the near future and ne¬ 
cessary assistance to cultivate export market 
has been assured by the foreign collaborators. 
Moreover additional capital expenditure re¬ 
quired to achieve increased production is like¬ 
ly to be available out of internal resources. 

DCM 

The Delhi Cloth and General Mills Co. 
Ltd, has decided to capitalise Rs 241 -71 
lakhs from general reserve and issue bonus 
shares in the ratio of one for four equity shares 
held. The paid-up equity capital will be in¬ 
creased from Rs 966-80 lakhs at the end of 
June 30, 1969 to Rs 1,208 -51 lakhs. 

BHARAT ELECTRONICS 

The directors of Bharat Electronics Ltd 
have revealed that a sum of Rs 5 -70 crores was 
earned as profit by the company during the 
year ended March 31, 19b9 as against Rs 4 -90 
crores a year before. A sum of Rs I -36 
crores has been provided for depreciation, Rs 
t -90 crores for taxation and Rs 56 18 lakhs 
for development rebate. The directors have 
recommended a dividend of 10 per cent and 
have recommended the transfer of Rs 1 -70 
crores to general reserve. 

The total value of production for the year 
1968-69 amounted to Rs 2,073 lakhs, compa¬ 
red to Rs 1,584 lakhs during the previous 
year. During the year, more than 40 types of 
maior equipments were manufactured, out of 
which 10 equipments of the value of Rs 130 
lakhs were of indigenous design. The produc¬ 
tion includes indigenously developed electron 
tubes. The offtake of the transmitting tubes 
was restricted due to imported reserve stocks 
held by the users. Owii^ to the imposition 
of excise duty on the receiving valves and semi 
conductors, there has been a setback in the off¬ 


take of these components also, obliging th*^ 
company to curtail its pioduction. The com" 
pany has been continuing its programme o*. 
import substitution for the munufactui'c ol 
equipments and compi'nenis under licence 
arrangements while also introducing indige¬ 
nously designed cquipnicnt. As a result of 
these eflorts. the company was able to eirtvl 
a net saving in foreign exchange of Rs 1,244 
lakhs, out »>f the total value of completed equip¬ 
ments and components worth Rs 1,954 lakhs. 
The value of exports dining the year was worth 
Rs 5 lakhs. 

GOODYEAR 

The construction Goodyears new cycle 
tyre plant and the new ainomolivc tyie plant is 
fast progressing at Ballabgarh near Delhi. 
The foundations of the new planis were laid 
bv Mr Fakhruddin Ah Ahmed, Minister of 
Industrial IXwelopmeiit and Company Afiairs 
some time back A spokesman of the company 
stated that the new' plains are expected to start 
production fiom the middle I'f this year. The 
annual production capaciiv ol the cycle ivic 
plant is two million and the new automotive 
tyre plant will double the present installed 
capacity. 

INC HEK TYRES 

The requests of Incheck lyres Ltd for im¬ 
port of capital goods valiicxl at Rs 2 XO crores 
has been granted and <>rdcrs for indigenous 
equipment have Iveeii placed. The construc¬ 
tion ol building has made consideiable pro¬ 
gress, staled the chairman of the cimipany 
recently. With the rise in production and pro¬ 
fit, the company had not only been able to clear 
the arrear dividends on preference shares, hut 
also been able to recommend a maiden dividend 
of SIX per cent on ordinary shares. Against 
the aniicipiaied demand ol 3 -8 million the cur¬ 
rent year’s production would be 4 -05 million 
while the next year's production would Ise 4 -7 
million against an estimated demand of 4 -2 
million. The chairman urged for suflicient 
incentives lor developing exports as the tyre 
industry has been finding it difficult to step up 
exports due to heavy competition abroad and 
gradual shrinkage of export market. The in¬ 
centives arc necessary because 10 per cent, 
export is a must as a precondition to expansion 
capacity. Though the raw materials position 
during the year has been coinforiahle, the chair¬ 
man felt tliat with the increased production 
capacity, the tyre industry might feel (he shor¬ 
tage of rayon- nylon cord. 

INTERNATIONA!. TRACTOR 

International Tractor C’o. of India Ltd has 
reported that during the- first nine months of 
the current year, (April !)eccmber, 1969) sales 
have been placed around Ks 6 -25 crores against 
Rs 5 crores in the corresponding period of last 
year. Its pretax profit lor the period is esti¬ 
mated at Rs 44 lakhs against Rs 26 lakhs. 
The chairman of llie company disclosed at the 
extra ordinary general meeting held recently 
that the company hoped to achieve a turnover 
of about Rs 9 *25 crores fur the w'holc of 1969- 
70 against Rs 7 -20 crores for 1968-69. T he 
company's pretax profit lor the current year 
is estimated at Rs 65 lakhs against Rs 56 
lakhs. The company has undertaken the ex¬ 
pansion of its capacity horn 3,500 tractors to 
7,000 tractors per annum. The expansion is 
estimated to cost Rs 4 10 crores. ft will be 


financed by a rights equity issue of Rs 82 
lakhs, preference capital issue of Rs 75 lakhs, 
debenture issue of Rs 150 lakhs and retained 
earnings of Rs 103 lakhs. The expansion will 
be completed in ab<HU two and half years. 
The company has on hand orders for about 
10,tX10 tract01*5. The rights .shares will be 
issued by the end ot March next. The shares 
will rank for dividend from April I, 1970. 

LAKSHMI IMILLS 

The Lakshmt Mills Co. Ltd, Coimbatore, 
proposes to issue short In 7 75 |Vr cent 1976-79 
debentures of Rs 35 lakhs for publiy* subscrip¬ 
tion. The entire issue has lx?cn underwritten. 
The proceeds of the 35.tHK) dehcntuivs of Rs 
100 each will be utilised to finance partly the 
scheme which the company has undertaken for 
rehabilitation and modernisation of miwhincry 
in the spinning department ot nil the titree units 
of the mills by 1973 in a phased programme, 
li is also proposed to add 30 looms in the 
CiMiiibaloic unit of the company. The mimey 
raised bv debentuofs will enable the company 
ft7 make advana-s and cash payments against 
purchase of machinery under ilcfcrred pay 
mcni scheme. The total e\|vcnditurc on mo¬ 
dernisation and rehabilitation is estimated at 
Rs I -9S crores (Rs 22 lakhs in 1969-70. Rs 
63 lakhs in I97(»-7|, Rs 59 lakhs in 1971-72 
and Rs 51 lakh.s in 1972-73). If will be met 
by debenture issue (Rs. .35 Iflkhsi, internal cash 
generation (Ks ^9 alklis) and deferred pay- 
mern loans (Ks 101 lakhs). 

( AMIMIOR & ALLIED PRODUnS 

The directors ol Camphor /k Allied Fnxtucls 
Ltd , have decided ilutt sub|cci to the samti(>n 
of the C imtrollci of ( apilal Issues, a sum of 
Ks 10 iiikhs be capilaliscd fioin the general 
reserve and 10,(XK) shares of Ks KK) each fully 
pail! up be issucti t(» the shareholders in the 
ratio of one bemus slime to live existing equity 
shares. 1 he pi event pos'iion of the company's 
reserve is us under (as per the Bidance Sheet as 
at 31st l)eccmlx:i', I968i; general Ks 23 lakhs, 
development rebate reserve Rs 16 60 lakhs and 
deferred taxation reserve Rs 20 50 laklis 
Out ol the general reserve ol Rs 23 lakhs. Rs 
10 lakhs will be capitalised, leaving a balance of 
Rs n lakhs besides the other reserves, subject 
to whatever additions to this that may be made 
out of the working of the current yciir. The 
equity share capital of the company Nvhich la 
at present 50.(KK) equity shares of Rs 100 
each fully paid-up urnounting to Rs 50 lakhs, 
will be now increased by the above capitalisa¬ 
tion to 60.(KK) equity shares of Ks 100 each 
fully paid up, amounting to Rs 60 lakhs. 

PHOSPHATE COMPANY 

The profit of the Phosphate Company 
l,td has dropfved from R.^ 10-99 lakhs for 
1967-68 to Rs 3-14 lakhs for the year ended 
June, 1969, after providing R.s 5 -99 lakhs for 
depreciation, Rs I 04 lakhs for development 
rebate and Rs 3 -6(t lakhs for taxation. The 
taxable ordinary dividend has been reduced 
from 13 per cent l<» 10 per cent. The director!) 
also have decided to issue one-for-ten ordinary 
bonus shares. The company niopo.scs to 
increase the capacity of granulated mixed ferti¬ 
lizer plant to 72,(K)0 tonnes a year Tfic capa¬ 
city of the alum plant is also being expanded. 

HERDILLIA CHEMICALS 

The uirnovcT of Herdillia CTvemical.s Ltd, 
for 1969 has amounted to Rs 5*5 crores against 
Rs 3 crores for the previous year, according 
to information given by the company's chaa- 
man, Mr H V.R. lengar, at an extraordinary 
meeting held recenily. The company's per¬ 
formance for 1969, lias, however, been a little 
.short of the target of Ps 6 crores fixed at the 
beginning of (1^ year due to frequent power 
failures. There was a breakdown recently 
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in one of pUntfi. but rcpjtir*» were being 
c^rrieii out ariii thf plant expected to re^unlc 
productitm Ahortl>. 

KIMLOSKAR BRC>THI<:RS 

Tbe directors of Kitloskar Brothers Ltd, 
Mate tn then report ft>r the >car ended July 31 
1969. that the company has decided to set up 
a se.dc'J compressor plant at Karad in Maha' 
rashtra The plant is expected to go on stream 
before the end of 1970 TIte company's exis¬ 
ting plant at Kirloskarvadi will also he shifted 
to Karad. 1'lie company will initially take 
up equity »haa^s of Rs 41 lakhs of a new com¬ 
pany, KirUiJikar Tractors Ltd which will 
manufacture tractors at Nasik m Maharashtra. 
The company’s working during I96S“69 lias 
resulted in a higher pre tax profit of Rs 7.1 -70 
lakhs against Rs 64 47 lakhs, Its net sales 
amounted to Rs 12 64 crores against Rs 9 g? 
crorcs. The company's net profit amounts 
to Rs 31 lakhs against Rs 22 71 lakhs 
after providing Rs 41 lakhs for taxation and 
Rs I '3^ lakhs foi development rebate reserve 
The directors have proposed a higher equity 
dividend of 12 per cent against 9 per cent paid 
for I957-6S A sizable portion of the pro- 
osed dividend will be exempt from tax in the 
andh of shareholders. 

HINDI STAN WIRi: PRODUCTS 

Subjcwt to approval ol the Coniridlcr of Ca- 
piul Issues, the board ol directors of Hindustan 
Wire Products l.td at a meeting held recently 
decided to capitalise Ks 32 V) lakhs out of 
general rcscivc and issue 325,OtK) ordinary 
bsvnus shares of Rs If) each to the existing 
shdieholders in the proportion ol one bonus 
share for every lWi> held. 

ARUNA SUGAR 

The Aruna Sugar company has recorded 
during lire year ended September 30, 1969, an 
increase m the quantity of cane crushed at 
269.000 tonnes as against 100,000 tonnes in 
1967-68. The output was 22,887 tonnes of 
sugiir. against 10,137 tonnes pie\ii>usl>. 
It is stated that the output would have 
been higher but for the fact that there 
was a drop in recovery of sugar to 8 *4 
per cent from 10 *12 per cent. The profit 
for the year, before depreciation and taxation 
was at Rs 46 63 lakhs. TIh: amount set aside 
for depreciation is Rs 19 -25 laklis and taxa¬ 
tion Rs 5 lakhs. The transfer to general 
reserve is Rs 5 lakhs, dividend equalisation 
reserve Rs 6 lakhs and development rebate 
reserve Rs I *50 lakhs, while a sum of Rs 4 *3 
lakhs was written oif as miscellaneous expenses 
formerly. 

BOAC 

British Overseas Airways Corporation car¬ 
ried 1,850,(X)0 passengers between January 
and December 1969, an increase of 21 per cent 
on the 19t>8 total. Cargo and air mail increased 
by 24 per cent to almost 70.000 tons. BO AC's 
fleet of veto and 707 jets flew nearly 90 million 
miles during the year, an increase of 17 per cent 
over 1968. and had an overall passenger and 
cargo load factor of 52 -2 per cent, three per 
cent up The fiassenger h>ad factor - the 
percentage of scats st'ld on each jet - was 
Iw'O per cent up at 55 (>. 

SHREE KRISHNA GYANODAY 

There was an increase in sales of Shri Krishna 
Gvanoday Sugar Co. Ltd, to Rs 6 -25 crorcs 
during the year ended June 30. 1969 against 
Rs 5 -48 crorcs in the previous year. The di¬ 
rectors have, however, proposed to skip divi¬ 
dend for J969 against 6 per cent last year. 
The company has incurred a loss of Rs 5 ‘85 
crorcs against a profit of Rs 10 *45 lakhs for 


It months ended June 30, J968. The entire 
loss has been juried forward. The directors 
have reported th.ti the company's applications 
for the expansu'n of Hathua and Lauiiya 
laciories each 2^00 tonnes crushing capacity 
[x:r day arc still pending with the government. 
The distillery at Lauriya was commissioned in 
April, 1969 but in spile of adequate supply of 
m lasses, those .o Hathua and Lauriya had 
to be tloscd on scscral occasionvduc to in¬ 
creased cost of production and poor ofTiakc. 

COCHIN OVERSEAS SHIPPING 

A new Indian shipping company, the Cochin 
Overseas .Shipping Corporation Ltd, ha.s been 
incorporated with licadquarters at Cochin, and 
Its scheme has been submitted to the union 
government for approval. The authorised 
capital of the corporation is Rs 5 crorcs. 

I he issued capital w ill be Rs 2 crores made 
up of 2f)0,(X)0 shares of Rs 100 each of which 
Rs I crt'rc v\ill be subscribed by the promoters 
themselves, the balance to be raised by public 
issue. 1 he mcmlscrs on the board of directors 
of ihe new company include Mr V. Shankar 
and Mr P.A. Ciopalakrislinan, both retired 
It'S oflicers Ihe new venture is likely to 
engage in international tramping operations 
and on which there may be no foreign equity 
participation. It has made arrangements for 
the acquisition of four vessels two general 
purpose bulk carriers and two medium-sized 
ships. The company proposes to buy two 
mcdr.tm-si/ed vessels and one bulk carrier on 
defeircd pa.vmcnt lu.sis from Japanese ship- 
yarils The ‘ccond bulk carrier is likely to 
be built in Germany. 

MALABAR lERTILISERS 

1 he fertiliser project at Mangalore to be un¬ 
dertaken by Malabar Chemicals and Fertilisers 
Co. Ltd, which is being promoted by the Stale 
Government ol Mysore, has made some pro¬ 
gress. Negotiations with Humphreys and 
Glasgow, u Briti^li firm of engineers and plant 
suppliers, arc going on. The Rs 40-cTorc 
project is for manufacturing 600 tonnes per 
iliiy of ammonia and 1,000 tonnes per day of 
urra. Besides the Government of Mysore 
and Humphreys and Glasgow', other partici¬ 
pants in tile project include Rallis India Ltd. 
The project will be Naptha-based. For the 
project, a contract for engineering work has 
been signed with Humphreys and Glasgow 
subject to availability of the British credit. 
Humphreys and Glasgow has recently formed 
an Indian company, Humphreys and Glasgow 
Consultants Private Ltd. with 51 per cent 
equity participation by Indian shar^olders. 
Mr Ambrose Congreve, CItairman of Humph¬ 
reys and Glasgow, who visited this country 
ret'cntly slates that Humphreys and Glasgow 
would be willing to invest about Rs 2 *40 crores 
in the project by way of equity participation. 
The company which holds process licence for 
urea from Stamicarbon and for ammonia from 
ICJ will .supply plant and technical know-how 
to the piojccl. A British Government loan of 
about Rs 18 crorcs is also expected. 

DENA BANK 

Members of Dena Bank Ltd authorised the 
board of directors in Bombay to apply to the 
centre for an interim payment of one-half of 
the amount of the company's paid-up share 
capital, which will be set ofl' against the total 
amount of compensation payable to the com¬ 
pany under the Banking Companies (Acquisi¬ 
tion and Transfer of Undertakings) Act 1969. 
The Board was also authorised to take steps 
for the distribution of the compensation moiwy, 
when it would be received. Tte resolution 
for these authorisations was passed at an extra¬ 
ordinary meeting in Bombay recently. Mr 
L. S. Dabholkar, chairman of the bank, assu¬ 
red members that the board would try its best 
for securing the payment of the compensation 


as early as possible. In respect of the demand 
of members to obtain payment of the interim 
dividend declared by the bank prior to nationa¬ 
lisation, Mr Dabholkar said the board would 
iry also to secure the payment of this dividend 
from the government. The compensation, in 
the form of either cash or securities, would be 
distributed through the banks. The board 
would try to get the full value of the property 
as compensation. Mr Dabholkar stated that 
the director’s view was not to continue the 
undertaking after the settlement of the compen¬ 
sation. He said he could not commit the com¬ 
pany whether it would resort to tribunal pro¬ 
ceedings in case they were not satisfied with 
the compensation quantum. 

MORTGAGE BANK DEBENTURES 
The B')mbay State Co-operative Land Mort¬ 
gage Bank Ltd proposes to issue shortly ordi- 
narx' debentures for Rs 4 *50 crorcs. The first 
set will be for Rs 3 *25 crorcs in lO-year 5 *75 
per cent debentures with an issue price of Rs 
99 ■ 15 per cent. The second set will be for 
Rs 1 -25 crores in 15-ycar 6 per cent debentures 
with an issue price of Rs 99 *25 per cent. The 
debentures are guaranteed by the Government 
of Maharashtra both in respect of payment of 
interest and repayment of principal. These 
have been classed as trustee securities as well 
as approved securities. 

.MUKAND IRON 

Mukaiid Iron & Steel Works Ltd has ear¬ 
ned a higher profit during the first nine months 
of the current year than that for the correspon¬ 
ding period of last year. The company's gross 
sales during the first three quarters of this year 
have, however, declined comparatively. Thi^’ 
has been due to the fact that the turnover during 
1968 69 included sizable sales of purchased 
components for the Korean order. The com¬ 
pany’s net sales of its own products have been 
more or less maintained. Exports during the 
first nine months of this year have totalled 
Rs 2‘40 crorcs. 


EASTERN ECONOMIST 
ANNUAL NUMBER 1970 

Taking as its theme *’India Into The 
Seventies*', this Annual Nnmber discusses 
India's prospects in the new decade in the 
national and the international contests and 
against the backgroand of the post-war 
years. It is, therefore, a combination of a 
survey and an analysis, with the emphasis on 
the probable shape of the seventies. A highly 
valuable feature of this Annual Nnmber is a 
section of special articles treating in a scho¬ 
larly fashion economic issues of outstanding 
importance, particularly for developing 
countries. 

Illustrated with charts and graphs and 
carrying, as usual, an Interpretative section 
of statistics, the Annual Number is priced at 
Rs 10 per copy. It b, available, however, 
without eitra charge to subscribers who are 
already on our mailing list. New snbscribers 
enrolled before January 31, 1970, will also 
be entitled to a Bee copy of the Annual 
Number. 

On sale with leading bookseHcrs or 
direct from 

The Manager, 

EASTERN ECONOMIST LTD, 
UCO Bank Bnlldlag. 

Parliament Street, 

New DelU-1. 
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ASHOK LEYLAND LIMITED 

Sir A. Ramaswami Mudatiar's Review 

Speech delivered by Sir A. Ramaswami Mudallar, K. C, S. I., D. C. L., (Oxon) 
Chairman, Ashok Leyland Limited to the Shareholders at the Twentyflrst Annual 
General A^eetlng of the Company held on 10th January 1970 at Ennore Madras-57 


Gentlemen, 

I have great pleasure in extending to you a 
cordial welcome to the Twenlyhrsi Annual 
General Meeting of your Company. 

The Director's Report, the Audited Balance 
Sheet and the Profit and Loss Account for the 
year ended 30th September 1%9 have been 
circulated to you and with your permission 1 
sliall take them as read. 

You will have read in the Profit and Loss 
Account that the sales for the year l%8-69 were 
a little in excess of Rs. 29 Crores, which is about 
11% more than the corresponding figure for 
1967-68 when the sales were approximately 
Rs. 26 15 crores. This is reflected in the results 
of the year which you will agree have been 
satisfactory. 

During the early part of the year, the condi¬ 
tions experienced in the previous year conti¬ 
nued. Only in the later part the sales demand for 
vehicles picked up and I am glad to say that the 
same trend is continuing at the present moment. 
There has been an easier flow' of money due to 
the liberalisation of credit facilities from the 
Banks and this is already resulting in greater ofiT- 
take of vehicles, also the action of I.D.B.l. co¬ 
ming in a large way to help the purchasers of 
trucks and commercial vehicles has gone consi¬ 
derably to improve the position. All these healthy 
trends clearly indicate that the business in the 
year 1969-70 will show' further improvement. But 
one cannot be too optimistic these days. There is 
an acute shortage of production materials in the 
country especially steel and the prices of indige¬ 
nous supplies are spiralling up day by day. Add¬ 
ed to this, many of the ancillary suppliers have 
their own share of labour problems, resulting in 
strikes and lock-outs etc. All these may affect 
seriously the production in your Factory. The 
strength of the Automobile industry is built on 
the strength of its ancillary suppliers and a 
bolder approach to their problems is needed at 
the present moment. 

It has been a great relief that the Moasoons 
did not fail this year and already signs are 
visible for a great boost in agricultural producti¬ 
vity. This will surely clear to a great extent the 
depression in the industrial horizon and it i.% 
hoped that in the equitable distribution of agri¬ 
cultural produce and merchandise in the country 
that the transport industry will receive a fillip 
during the coming year There is no relief in 
sight by way of reduced taxation on vehicular 


traffic, bill there is an increasing awareness of 
the problems faced b> the Transport Industry. 
ITiis is already indic-iied by the recent recom¬ 
mendation of ihc Ccniral Government to the 
States that no fuithc. increase in road taxation 
be introduced. 

During these lulNcrsc conditions in the home 
market your (’onip.mv lias been steadily increas¬ 
ing its export business. During the ycai under 
review' the extion sales anuninled to Ks. S7 
Lakhs as against t!ic lieurc of Ks. 17-3! l^tkhs in 
the previous vear. Apart lVt>ni Gevlon, much 
hcadwav has been made in the Singapore mar¬ 
ket. You would have recently read in the panel's 
that y<nir Companv dufing the current year has 
alreavly got a fuilliei older vv-irlh Rs. 150 Lakhs 
in the export market and >our Directors arc 
quite confident that the sales in the export mar¬ 
ket will be very considerable during the coming 
year. 

This necessitates increasing the capacity of 
the factory for the production of the increased 
number required for the export market. After 
discussions with the Dnccuns of British I cylaiul 
Motor Corporation, vour Directors in consulta¬ 
tion with that Companv’s Chairman. I oid Sto¬ 
kes, who visited your Works in Decembet 1969 
came to the conclusion t)iat il would he advanta¬ 
geous to the Company to produce at least 7000 
Comet chassis per annum and at the same time 
go ahead with the Heavy Duty Expansion Pro- 
gramme, a.s already envisaged. Your Directors 
feel that it should be possible to export from 
Ashok Leyland not only Comets but also heavy 
duty vehicles in the near future and you all will 
be gralilicd to learn lliat all assistance and 
guidance for finding the necessary export market 
has been assured by our foreign collaboiatois. 
Additional capital expenditure that will be 
required for achieving the increased target is 
expected to be laigcly met out of internal 
resources and your Diicctors arc quite confident 
that, taking o long range view of things, this 
expansion is tlie right tiling to do at the present 
moment. 

You will be interested to know that Ennorc 
Foundries Limited, in which your Company has 
25% investment, has made goi)d progress since 
your last Annual General Meeting and during 
the current year your Company will be receiving 
a dividend of 8% (subject to deduction of tax 
on its investment). 

1 am sure you will hear with great satisfac¬ 
tion that Sir Donald Stokes hag been made a life 


Peer m rccogniiion of his outstanding services to 
the Motoi Industry. We aic happy at the 
honour confened on Lord Stokes, as he is one of 
our Dircciors and luis always been the guiding 
spirit behind the progress of youi Companv and 
1 am dcxrply grateful to him for the encourage¬ 
ment we aic always receiving from liim. 

During the vcai imdcr revciw', Mr. 1. G. 
Macintosh. i>nc of your Directors, resigned 
consequeni on his return to the I'niied king¬ 
dom. ^ our Diicclors wish to place on record his 
valuahic* services to the ( ompany. In December 
1969, Mr, A,l .1 . C ollms, who had long connec- 
ti ms vviih yoin t ompany, resigned Irtim the 
DiiecTorsliip of youi t'cMiipanv on the eve t'f his 
rciirnncni. I haw no doubt lhai von, as .Sliarc- 
holdeis, will |oin me in expressing your great 
appiCLiaiicMi ol his very valuable contribution to 
the success ol y'>ui ( i uipany during Jiis l<ing 
as'*otiaiuMi vMih us, liist as the Managing 
Diiccioi and then .is its Dcpuiy ( hairrnan. and 
in wishing hiiii wcli in his rcliremcni. 

In the casual vucanev created by the resigna¬ 
tion ol Mr A. I . 1 . Collins, Mi. J.H. Plane. 
IX'puty Chan man, Biitish Leyland Motor Cor¬ 
poration, has been appointed as a Director and 
Dcpuiy Chaiinian oi your ( ompany and we ex¬ 
tend a hcaity wc!c«'me to him. 

Now* it is my pleasiini duty to thank our 
collaborators. Leyland Motors Limited, for all 
ihcir past assislance and the guiilancc they will 
be giving in the future expansion of your (.om¬ 
pany. 

1 should like (o express our thanks to the 
C)fficers of the ( emial Government for the con¬ 
tinued interest they arc taking in the develop¬ 
ment of this Factory. I should like to convey 
our sincere thanks to the State Government for 
tlicir help and assisliiticc and the interest they 
have shown in the progress of your factory. 

It gives me great happiness to place on record 
tlic valuable services rendered by the Executives, 
clerical staff and the workers of the Factory for 
Ihcir continued devotion to work, which has 
resulted in another year of progress. 

Last but not least, I have to thank you all. 
Shareholders, for your continued support and the 
confidence and trust you have placed in all our 
ventures. 

Note : Thtedocs not purport to be a record 
of the proceedings of the Annual General Meeting. 
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LOKANATHAN COMNIHEE ON 
INDUSTRIAL POLICY 


AT THE meeting of the Small-Scale Industries 
Board held at Emakulam on 27th and 28th 
S^tember, 1968, it was decided to seek a re¬ 
vision of the Industrial Policy Resolution, 1956, 
so as to further emphasise, expand and clarify 
the basic strategy set out in the resolution for 
the development of small-scale industries. In 
the third meeting of the Official Level Commi¬ 
ttee of the Small Scale Industries Board held on 
March 14, 1969, to consider the implementation 
of the recommendation of the Small-Scale In¬ 
dustries Board, it was agreed that the real de¬ 
ficiency was not in the content of the resolution 
but in the manner of its implementation. It 
was, therefore, recommended that a small co¬ 
mmittee should be set up to prepare a guide¬ 
line for more effective implementation of the 
Industrial Policy Resolution In pursuance of 
this recommendation of the Official Level 
Committee, an Ad Hoc Committee was set 
up imder the chairmanship of Dr P S Lokana- 
than, with the following membership : Mr A R 
Bhat,—member; Mr M. Sivagnanam, Industries 
Commissioner, Government of Gujarat, 
Ahmedabad-1—member; Mr. B. C. Miikher^, 
Director of Cottage A Small-Scale Industries, 
Calcutta-1 — member; Mr. D. D. Basu, 
Director, Office of the DC (SSI), New 
Delhi-11— Convener. Mr L. N. Saklani, 
Director of Industries, Delhi Administration, 
was subsequently co-opted as an additional 
member of the committee. 

The term of reference of the committee was 
to prepare a guideline for the elective imple¬ 
mentation of the Industrial Policy Resolution 
so far as it related to the small-scale sector. 

The committee met under the chairmanship 
of Dr P.S. Lokanalhan on August 29, 1969, at 
Delhi to consider the question of preparing a 
guideline for more effective implementation of 
the Industrial Policy Resolution from the small 
industries* angle. The recommendations of 
the committee are as follows : 

General Observation 

At the very outset it would be appropriate to 
make a few general observations which are per¬ 
tinent in connection with the framing of the 
guideline or instrument of instructions for the 
effective implementation of the Industrial Po¬ 
licy Resolution, 1956, from the small industries 
angle. The small industries sector which, 
from the technological point of view, used to 
te a relatively backward sector, using traditional 
methods of production with the aid of simple 
tools, has since developed to be an integral 
part of the modern industries sector through the 
adoption of a system of production using power 
and modern machines. The stress on the use 
of improved techniques of production has led 
to a significant increase in uie technical compe¬ 
tence of the small-scale sector. In addition to 
producing conventional goods, they are now 
manufacturing simple producer goods and a 
large number of prsclsioa instruments and elec¬ 
tronic components. In spit^ of its contribution 
to the production of sophisticated goods, it 
has remained fairly labour-intensive, thus con¬ 
tributing to the creation of substantial employ¬ 
ment opportunities and improvement in the 
living standards of the people. Small-scale 
industries have also facilitated mobilisation of 
local resources of capital and skill, more equi¬ 
table distribution of the national income and a 
better spatial distribiition of industrial activity 
to neduoe rcffional dumaiities. In addition, they 
have helped to the basis of a socialist pat¬ 


tern of society, which has been accepted as tlie 
country's goal. The committee, however, agree 
that the industrial growth of tiie country should 
not be viewed in compartments. It is essentially 
a matter of promoting rapid development of 
industries and the sectoral development of either 
the large-scale or small-scale industries is only 
a method. But, the main objective has to be 
healthy and balanced development of small- 
scale and large-scale industries and this could 
be achieved by set'uring a close and efTcctive 
co-ordination over the development of both the 
small-scale and large-scale sectors. 

In respect of a large majority of consumer 
goods there is hardly anything to choose bet¬ 
ween the large-scale units and small-scale units 
from the point of view of technology. The 
modern small-scale units manufacturing a 
large variety of consumer goods can claim parity 
with their large-.scale counterparts in the matter 
of technology and productivity. It would, there¬ 
fore, be in the true spirit of the Industrial Po¬ 
licy Resolution to reserve for the small- 
scale sector most of the consumer goods which 
are being competently and economically manu' 
factured on a small-scale. The general policy 
should be to progressively restrict the production 
of specific consumer goods to small-scale sec¬ 
tor as soon as the competency of the small- 
scale sector to produce the items substantially is 
established. 

Delicensing Policy 

In view of the fast increasing competence of 
the small-scale sector to manufacture a large 
number of producer goods and precision instru¬ 
ments, the reserved list should be reviewed 
annually with a view to including as many of 
the items as are being produced competently 
ond substantially in the small-scale sector. Also, 
the delicensing of the items which arc being 
manufactured adequately or substantially in 
the small-scale sector at present should be can¬ 
celled. 

In future dcliccasing of industries should not 
be tindertaken without carefully examining its 
impact on the small-scale industries. All 
items or products, including consumer goods 
and producer goods, which are technically and 
economically feasible to be produced in the 
small-scale sector should be excluded from the 
delicensing programme so that the capacity 
in the large-scale sector does not develop to the 
detriment of the small-scale sector. This 
would broaden the base of operation for small- 
scale units and help canalise the flow of new 
investments in large-scale undertakings to 
areas or fields requiring the use of sophisticated 
technology or relatively high level of mechani¬ 
sation and automation. 

It has been observed that even in the reserved 
areas large-scale undertakings have expanded 
their licensed capacity in an unauthorised 
manner thereby creating difficulties for the 
small-scale industries to expand, it is, there¬ 
fore, necessary to take firm steps against all 
unauthorised expansion of capacity by large- 
scale units in the reserved fields. 

The tendency towards industrial verticalisa- 
tion has provM to be a gmat handicap or 
drawback in the development of ancillary in¬ 
dustries, particularly iu the small-scale sector. 
Industrial licences granted to large-scale 
undertakings generally include manufacture of 


parts, components, sub-assemblies, etc. which 
are being competently manufactured in the 
small-scale sector. It is therefore, necessary 
to ensure that wherever sub-contracting and 
ancillary' production is feasible, the industrial 
licences to the large-scale units should be 
granted only at\cr r\cliiding facilities for the 
manufacture of such components, parts, sub- 
assemblies. etc. as can be competently produced 
by the small-scale units. The licensing proce¬ 
dure must ensure that possibilities of the small- 
scale sector are fully taken into avcount by the 
Director General of Technical Development 
himself on the advice of the Organisation of 
the Development Commissioner (Small-Scale 
Industries). All large-scale units applying for 
industrial licences under the Industries (De¬ 
velopment A Regulation) Act, should be re¬ 
quired to indicate clearly in their applications 
the parts, components and accessories, etc. to 
be produced by them and to be subcontracted 
to small-scale ancillary units and the total re¬ 
quirements of such items in a year. Raw ma¬ 
terials should be given to large-scale units only 
for the items to be produced by them. It is 
also desirable to ensure that genuine and inde¬ 
pendent small-scale ancillary units are en¬ 
couraged to tlic maximum possible extent. 

Raw Material Allocation 

In view of the importance of the small-scale 
sector in the national economy, it is necessary 
to ensure allocation of adequate resources for 
the sustained development of this sector. In 
the mailer of distribution of foreign exchange 
and .scarce indigenous raw materials, there has 
been a tendency to meet the requirements of 
the large-scale industries almost in full while 
allocating resources on a limited scale to meet 
only fractional requirements of the small-scale 
sector. It IS absolutely necessary to treat the 
small-scale sector as a priority sector of the 
economy and allocate resources of free foreign 
exchange and scarce indigenous raw materials 
in proportion to the contribution of this sector 
to the total industrial production and employ¬ 
ment in the country. In view of the emphasis 
on reservation of a large number of items or 
products, particularly belonging to the con¬ 
sumer goods industry, for the small-scale sec¬ 
tor, it has to be ensured that the small enter¬ 
prises concerned will have the same facilities 
as large-scale units to procure the basic raw 
materials required for fulfilling their targets 
of production. It is also necessary to see that 
the allocation of resources between large-scale 
and small-scale sectors is done on an equitable 
basis, with full regard to the increasing impor¬ 
tance of the small-scale sector to the industrial 
economy of the country. The views of the 
Organisation of the I^vclopmcnt Commis¬ 
sioner should invariably be taken into considera¬ 
tion as regards the requirements of the small- 
scale sector to ensure that there is no deficiency 
in the allocation of scarce resources for the 
proper utilisation of the capacity of the small- 
scale industries and their continued develop¬ 
ment. 

Large-scale jprocessors of technical raw 
materials and intermediates such as basic 
plastic materials, aluminium sheets and circles, 
wires, steel sections, etc. should not be allowed 
to produce the end-products which are techni¬ 
cally and ecoiuyinically feasible for being manu¬ 
factured in the small-scale sector. An ade¬ 
quate proportion of their production of techni¬ 
cal materials and intermediates should be 
earmarked for the use of the small-scale sector 
and these should be made available to the 
small industrialist concerned through approved, 
reliable and controllable distribution channels. 

An analysis of the bank credit available to 
industries has revealed that large-scale industries 
receiv^ bulk of the bank credit, whereas 
small-soile industries could attract only a small 
fraction of this amount. Although the re- 
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latjve contributions of these two sectors to >»e 
national tm:ome were not very dilTerent in 
tper^niage terms, the amount of bank credit 
available to small-scale industries was even less 
than one-centh of the loial bank credit to in¬ 
dustries. It is hoped that in view of the na- 
Ifonalisation of the major scheduled banks, 
adequate *term loans’ and adequate working 
eapital will be provided to the small-scale 
sector. It is also necessary to take steps so 
(hat the capital base of the small-scale sector 
h progressively strengthened. 

The division of responsibility for the develop¬ 
ment of several industries among a number of 
ministries, such as Ministries of Industrial De¬ 
velopment, Internal Trade and Company 
Affairs, Defence, Pood and Agriculture, Petro¬ 
chemicals. Foreign Trade, and Supply, has 
created a gap in the matter of co-ordination 
among th^ ministries for the development 
of the small-scale sectors of these industries. 
Although under the Rules of Business approved 
tw the cabinet the I'Hsvelopmcnt Commissioner 
(SSI) is responsible for the co-ordination of all 
policies and programmes for the development 
of small'Scaie industries in the country, it has 
not been possible for him, in the absence of 
statutory provisions, to ensure healthy and 
co-ordinaied development of the small-scale 
and large-scale sectors of these industries. It 
is, therefore, necessary to reaffirm with the 
approval of the cabinet that ministries con¬ 
cerned with the development of specific in¬ 
dustries should, white framing the policies and 
programmes of development of these industries, 
fully take into consideration the suggestions 
of the Development Commissioner (SSI) 


in view of his responsibility for the balanced- 
and co-ordinated ilcvclopment of the large 
scale and small-scale sectors of industries in 
general. 

Sectoral ro-onUnation 

There is an im(xrattve need for close and 
effective ctvordination between the Develop¬ 
ment Commissioner t Small-Scale Industries- 
and the Director General of Technical 
vclopment) in tirder to promote a healthy 
and co-ordinated development of industries in 
both small-scale and large-scale sectors. It 
IS extremely desirable to take a unified view 
of the work in both the organisations and regu¬ 
late the distribution of total number of experts 
in the two organisations in such a way that the 
regulatory work in respect of large-scale in¬ 
dustries and developmental and promotional 
work in respect of small-scale industries can be 
undertaken with efficiency and speed. The 
Organisation of the Development Commis¬ 
sioner (.SSI) should be strengthened with due 
regard to the complexity of the w ork of develop¬ 
ment of small-scale industries and the extensive 
nature of the responsibilities involved. There 
should be parity between the organisation of 
the DGTD and of the DC (SSI) in the matter 
of status, powers and availability of experts 
of different types and grades, thus eliminat¬ 
ing a serious administrative handicap which 
is coming in the way of the Development Com¬ 
missioner performing his duties cflficiently in 
respect of small-scale industries. It is also 
necessary to strengthen the state directorates 
of industries adequately to enable them to dis¬ 
charge their responsibilities properly in the 
matter of development of small-scale industries. 


Although it was intended in the Induitm] 
Policy Resolution that the growth of small* 
scale industries should be hel^ by the levy of 
differential taxation, the levy of excise duties 
lias not generally been designed to give a Bllip 
to the development of small-scale industries. 
1 he structure of excise duty has been mostly 
related either to the size or type of the product, 
and very rarely to the scale of operation or size 
of the unit. It has, therefore, to be ensured 
that while levying excise duty on any product, 
the rate structure should be such as to afford 
preferential treatment to the small-scale pro¬ 
ducers. The levy of differential rates of ex¬ 
cise should be designed to ^ive a fillip to the 
mechani&d small-scale units and the types 
of concessions granted to village and cottage 
industries at present should be extended to 
modem small-scale industries as well in terms 
of the Industrial Policy Resolution. Special 
assistance should also be provided to the small- 
scale sector to enable them to utilise the export 
potential which is developing. 

In view of the rapid development of the small- 
scale sector and its growing importance to the 
economy of the country, it is necessary to collect 
key statistics about investment, employment, 
consumption of raw materials and production 
of goods, etc. on a regular and continuing buis. 
There is need for adopting a system of com¬ 
pulsory registration of all small-scale units 
employing five workers or more for statistical 
purposes. It is, therefore, necessary to intro¬ 
duce a suitable amendment to the existing 
legislation to ensure collection of key statis¬ 
tics in respect of small-scale industries from 
every state on a year to year basis. 
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Money matters 



don’t 

throw it awiqr 


People don't always see eye to eye on 
money matters. A necessary purchase for a 
wife may be considered money thrown away 
by her husband—or vice-versa. 

But everyone must agree that if you've 
allowed your insurance policy to lapse within 
two years of taking it, the money paid on 
premiums is as good as thrown away (ptniess 
you act fast and revive the policy). In addi¬ 
tion, you lose financial security for yourself 
and your family. 

Recover your money and your security by 
reviving your policy on convenient terms. 
This is allowed if not more than five years 
have passed since your policy lapsed. 


Advantages of reviving your policy now: 

* Fresh insurance will cost more. As you 
grow older your premiums go higher. 

* You may endanger your family's security 
since there is always the possibility that your 
health may be affected, making you 
uninsurable. 

Note that LIC will not issue a new policy if 
an earlier one stands lapsed or is made paid* 
up during the previous three years. 

Yes, it's good money-sense to revive a 
lapsed policy I If your present plan is not 
suitable, as a special case your agent will 
help you to revive it under a better one. 


There are special schemes for revival on convenient terms—either on a 
new commencement date or on terms under which you pay arrears of 
premiums by instalments and still have cover for the full amount. 


Tatk to your agont today. Raviwoyour tapsod policy without dolay. 

LIFE INSURANCE CORPORATION OF INDIA 
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Atomic Energy in India 


On this 26th of January, again, there will be the usual parade of pomp and pagean¬ 
try down Rajpath. Thousands of people, cither resident in the Capital oi visiting 
it for the event, will enjoy watching this and have good holiday fun. But India is 
larger than New Delhi and tlie Indian people are far more numerous than such 
of the men and women who may have an opportunity of being entertained along 
the route of the parade from Vijay Chowk to Red Fort. The question is : Wiiut 
do the 530 million people of India's towns and villages stand to gain from this 
national occasion? 

This is a question which can be raised on this 26th of January without any 
flourish of rhetoric or the fanfare of melodrama. If Republic Day means anything 
at all it must mean an annual reaffirmation by those who are privileged to govern 
this country in the name of its Constitution to honour, obey and translate into the 
practice of every-day government the principles and precepts to which the members 
of the Constituent Assembly committed themselves in the name of the nation 
on the 26th day of November, 1949. To suggest this is not to assert that a political 
document, however historic, must for ever remain sovereign over a people living 
and governing themselves in freedom or reign and rule in over-riding authority 
even where the changing needs or the evolving aspirations of the citizens are con¬ 
cerned. But it does mean that a Constitution which a people, of their own free 
will, have given unto themselves through the sovereign instrument of a constituent 
assembly, should not be tampered with in its vital parts, except under conditions 
of the clearest justification in terms of a true consensus of enlightened public 
opinion. 

In our view, it has become supremely important on this particular 26th 
of January to spell out in Arm and precise phrases the ethical claims and political 
compulsions implicit in thisconcept of what the politicians owe to the Constitution 
or the Constitution to the people. This is only partly because of the sway of 
factionalism over the political affairs of the nsition these days and the consequent 
attempts ofadventurist or opportunist politicians to bend specific provisions of the 
Constitution to the service of their subjective political ends. An even more insi¬ 
dious threat to the constitutional legitimacy in which we, as u people, desire to 
see our political system function has arisen not so much in the form of moves to¬ 
wards amending this article of the Constitution or that as in the form of an orga¬ 
nised effort by the politicians in power to create a mental climate in which the 
institutions of a free society, such as an independent judiciary, an autonomous 
press or a professional civil service, can be coaxed or coerced, gently or otherwise, 
into taking their guidelines from the propaganda literature of parties in power. 


There is today an obscene preaching of the gospel of what is tendentiously 
described as “social commitment”. Tt began with the editors of the nation’s 
press being told of their obli^tion to be “socially committed” to the satisfaction 
of the political faction now in power in the central government. Then came a 
spate of public complaints from ruling politicians, including the Prime Minister 
herself, that the civil service was lacking in “social commitment”. Finally, the 
outrageous cry has been raised by practically every leading member of the ruling 
Congress party that it must be demanded of the judiciary too that it must become 
“socially committed”. The net effect of all this is that the Constitution is sought to 
be subverted in the spirit of its provisions to an even more obiectionabic extent 
than it is sought to be tampered with in the letter of its clauses. 


ANNUAL SUBSCRIPIION 
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Thisiswhy this 26th day ofJanuary has come to be of special significance to 
allthosemenandwomenofindiawhohavenopoliticalaxetogrind, whether in a 
personal sense or a group sense and whose only political stake or interest 
is the right they have to ensure the legitimate and orderly evolution of the 
potential and promises qf their democratic Constitution. On this day, as on 
earlier anniversaries of RqiuMic Day, the politicians may take their pledges 
with their tongues in their cheeks. But the national community of proplc 
who are not as these politicians are, but are the true masters of these politicians 
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cannot thus afTord to make a conveni¬ 
ence of their conscience. Even as the 
National Flag sways and the National 
Anthem swells on this 26th of January, 
the people of India should take a 
pledge of a different quality and 


Tin: 7/wn'A o/*/m//V/, icporling “the for¬ 
mal dedication*’ of the country’s first 
atomic power station at Tarapui by the 
Prime Minister on January 19, chose to 
proclaim that *'Mrs Gandhi ushers in 
nuclear power age”. This was clear 
hyperbolic since the atom had been 
split and processed earlier by other per¬ 
sons in other places. The Indian Express 
was more reasonable when it merely 
stated in its relevant headline, "Nuclear 
power age ushered in India”, although 
it did trip on the grammar. It would 
be more to the point perhaps to recall 
on this occasion the name of the late 
Homi J, Bhabha and his vision of the 
development of atomic energy in our 
country for peaceful purposes. 

Biick in August 1958, the decision was 
taken by the Government of India to in¬ 
clude an atomic power station in the 
third (ivc-ycar Plan. It was also decided 
that this plant would be so located as to 
remove the chronic power shortage of the 
western region which had neither coal 
mines for establishing thermal power 
stations nor enough water resources 
to warrant the setting up of more 
hydcl power plants. The selection of 
Tarapur (a small village sonic 65 miles 
north of Bombay) followed the 
scriiliny of a list of no less than 
20 locations in this region. Its nearness 
to sea was a major factor in its favour 
as the plant needs about 2,000 million 
litres of water every day for its cooling 
system. The atomic reactor at Tarapur 
will be fuelled by "enriched uranium” 
which contains a greater proportion of 
the fissionable uraniiim-235 isotope 
than IS found in natural form. 

Blit for the generous assistance receiv¬ 
ed from the USA, it would not have 
been possible for this country to com¬ 
plete this gigantic project. It was in 
IXH;emhcr 1963 that our country and 
the USA concluded an agreement ac¬ 
cording to which we received a loan 
of 75 million (Rs 56.25 erores) for 
this project. Two companies - the Gene¬ 
ral Electric Co. of the USA and the 
Tnternalional General Electric Co. 
(India), collectively called IGE—wcre 
the prime contractors for the project. 
The plant was designed by IGE in its 
power equipment department in San 
Jose, California (USA). While at the 
time of concluding the agreerrent with 
IGE it was believed that all the equip¬ 
ment would have to be imported. 


boldy resolve that even if the politi¬ 
cians may choose to play with what 
they call their conscience, they will 
not be allowed to make a conveni¬ 
ence of the nation’s conscience which 
IS itsConsatution. 


a saving of s 5 million (Rs 3.75crores) 
was made through some parts of the 
equipment being fabricated in this 
country. 

The stales of Maharashtra and Guj¬ 
arat will be the major beneficiaries of 
this project which will provide them 
with 380,000 KW of power. The elec¬ 
trical grid system of the two states has 
been integrated through the Tarapur 
station and the combined grid has the 
capacity of 2.3 million KW. Since the 
demand for power in this region is 
running ahead of supply, the establish¬ 
ment of the Tarapur plant will fill a 
major gap in the infrastructure of the 
area and accelerate the pace of indus¬ 
trialization. For the past few years, 
industrial production in the two states 
was interrupted whenever the monsoon 
failed. Frequent cuts in consumption 
of electricity had become a source of 
substantial financial losses to the 
mills. As nuclear power is independent 
of the rains, this industrial belt will, 
alter the commissioning ot Tarapur 
plant, heave a sigh of relict. 

The life of the Tarapur station has 
been put at 25 years. In the initial 
stages, 40 tonnes of enriched uranium 
—imported from the USA—was fed 
into each of the two reactors which 
will suffice for about two years. On the 
expiry of this period, the annual re- 


It is in the fitness of things that the 
high powered 12-man West German 
delegation, headed by Dr Hermann 
J. Abs, Chairman of Deutsche Bank 
A.G., should have begun its programme 
of consultation in this country with a 
meeting with the chairman (Mr G. L. 
Mehta) and members of the governing 
body of the Indian Investment Centre 
(ITC) and directors of the Industrial 
Credit and Investment Corporation of 
India Ltd (ICICI), in Bombay. Al¬ 
though the genesis, of the visit of this 
delegation goes back to May/1968, 
when Mr Fakhruddin Ali Ahmed, 
union Minister tor Industrial Develop¬ 
ment. Internal Trade and Company 
Affairs, then on a visit to the Federal 
Republic of Germany, made the sugges- 


quirement of enriched uranium wilt 
be 20 tonnes only which will be import¬ 
ed from the USA. An interesting as¬ 
pect of the Tarapur plant is the expect¬ 
ed economy in the use of fuels. For 
the same load of power as at Tarapur, 
the superior grade coal needed would 
be about one million tonne a year. 

Great precautions have been taken 
to minimise radioactivity in the areas 
surrounding the Tarapur plant. The 
walls of the plant have been made of 
thick reinforcement concrete. The rea¬ 
ctors have been enclosed separately in 
shells of steel. Each reactor has its 
own pool of water for reducing nuclear 
pressure. Even then, a constant watch 
will be kept on radioactivity in the 
surrounding areas. 

The atomic age in this country has 
been heralded by the Tarapur plant, 
which incidentally is the largest atomic 
plant in Asia, It will be followed 
by two other plants—one at Rana- 
pratapsagar in Rajasthan and the 
other at Kalpakkam in Madras. Both 
these plants will be Candu-lype and 
will operate on ordinary uranium. The 
total electricity produced by all the 
three will be equal to 980,000 KW a 
year. By the end of the fourth Plan 
the plants at Ranapratapsagar and 
Kalpakkam arc likely to be completed. 

According to Dr Vikram A. Sarabhai, 
Chairman of the Atomic Energy Com¬ 
mission, the larger the atomic plant, the 
lower would be the cost ot power 
generation. He has estimated that the 
cost per KWH at the Tarapur and Rana¬ 
pratapsagar plants would be nearly 
thirty per cent less than in the case of 
the thermal plants. The nation would 
of course watch with keen interest to 
what extent this expectation is realised. 


tion that a delegation of German in¬ 
dustrialists and bankers might be 
invited to visit India the actual invita¬ 
tion to Dr Abs and the other members 
of the delegation was extended by Mr 
G. L. Mehta, while the Indian Ambas¬ 
sador at Bonn, Mr Khub Chand, 
followed it up. 

Mr Fakhruddin’s suggestion stemmed 
trom the strong balance of trade and 
payments position ot West Germany, 
on the one hand, and the German go¬ 
vernment’s encouragement for German 
investment abroad, on the other, and 
it is noteworthy that these two features 
of the West German economy are 
being referred to at practicaily every 
meeting that the delegation has been 
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having with businessmen or government 
officials. Be that as it may, the main 
objectives of the delegationV, present 
visit, as outlined by the IIC, are 

To enable the delegation to get a first hand 
dea of India’s economic progress, industrial 
achievements and scope for further invest¬ 
ment ; 

to obtain a clear understanding of the policies 
and procedures concerning foieign investment 
and collaboration ; 

to explore jointly the possibilities of increased 
Oerman investment and the steps to be taken 
to facilitate it; and 

to examine more closely speciiic fields and 
projects for investment. 

In addition to this, it is stated, the 
delegation would also have an opportu¬ 
nity to explore the scope for greater 
-co-operation between the two countries 
in furthering exports from India and 
in setting up Indo-German joint enter¬ 
prises in third countries. 

What is the present position in regard 
to (i) Indo-West German trade, (ii) 
Indo-German collaboration and (iii) 
German investment in our country? 
From the detailed references made by 
speakers at the several meetings that the 
•delegation had in Bombay, the picture 
that emerges is given in the table below : 

TREND OF TRADE 

(Rs crores) 


Year Imports Exports Trade 
from (o Deficit 

West West 

Germany Germany 


1963-64 

90.46 

20.15 

—70.31 

1964-65 

108.69 

17.70 

—90.99 

1965-66 

136.92 

18.18 

—118.74 

1966-67 

162.86 

25.88 

—136.98 

1967-68 

143.93 

21.69 

—122.24 

1968-69 

119.74 

26.14 

—93.60 


It is thus seen that we have been hav¬ 
ing a continuous and persistent deficit 
in our trade with West Germany. 

More than 300 West German firms 
arc having joint ventures in different 
industries in this country. Two leading 
German banks hold shares of the 
ICICI. The Federal Republic of Ger- 
man)f accounts for 23 per cent of 290 
foreim collaborations with 406 
ooUaborators. Total collaborations 
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between Indian and German firms 
approved by the Government of 
India number 493. Between 1961 and 
1969 (up to September), TIC assisted 28 
Indo-German collaborations with a 
total capital outlay of Rs 77 million. 
According to Mr Mehta. India has also 
utilised nearly one-third of the foreign 
exchange resources made available to 
the ICICI by the World Bank for the 
purchase of machinery and equipment 
from the Federal Republic. ICICI has 
received theco-operalion and assistance 
of Kredit an si alt fur wicderaufhaif which 
has so far extended eight lines of credit 
aggregating DM 82.5 million. 

With regard to foieign assistance to 
India from consoitium countries, the 
Federal Republic of Germany stands 
next only to the USA. The total West 
German aid as at the end of June, 
1969, was Rs 856.7 crorcs, of which 
loans amounted to Rs 842.9 crorcs 
and grant.s to Rs 13.8 crores. All this 
no doubt works out to more than nine 
per cent of the total economic assis¬ 
tance received by us. But, if we take 
the long-term foreign business iinesl- 
mcpt in India from all countries into 
account, wc find that West Germany’s 
share works out to only five per cent, 
as compared to the UK’s share of 
47.7 per cent and the USA’s share of 
25 per cent. In relation to overall West 
German investments abroad (it was 
Rs 31 billion in March, 1967), however, 
the Federal Republic's investment in 
this country was only about one per 
cent. 

It is against this background that 
whatever may transpire between the 
Abs delegation, on the one side, and 
the businessmen and the Government 
of India officials, on the other, assumes 
importance. In this connection, Mr 
Mehta may be said to have set both the 
tone and the pace of these discussions. 
His reference to the current thinking 
in this country on the government’s 
economic programme and policies, the 
economic situation today, the need for 
private foreign investment and techni¬ 
cal know-how and the government’s 
policy and procedures on private 
foreign investment was soberly objec¬ 
tive, though how far the members 
of the delegation individually or as a 
body accepted this assessment is difficult 
to fathom. But it is signlficam that the 
delegation members raised questions 
on the government’s policy regarding 
private foreign investment, particularly 
as to foreign majority participation, 
control of management, appointment 
of foreign technicians, patent laws, 
royalty payments, technical agreements 
and transfer of technology through sub¬ 
licensing and so on, thereby indicating 
that they mean real business. Bombay 
businesmen, evidently taking their cue 
from Mr Mehta’s observations, en¬ 


129 

deavoured to reassure (he delegation on 
a number of these topics. While Mr 
J.H, Doshi, President of (he Indian 
Merchants’ Chamber, told them that 
India had already become well-known 
to the West German industrialists, that 
wc with our massive and growing mar¬ 
ket offer''d vast scope for German 
investments and that the policy of our 
gON'crnmcfii towards foreign collabo¬ 
rations and invesimcnls was becoming 
quite helpful, Mr Pranlal Patel, the 
AIMO president, referred in very 
iippieciativc terms to the different 
fields of German co-operation and 
instanced (he remarkable achievement 
of the ancillary manufacturing industry 
following the pattern of development re¬ 
commended by Dip. Ing. Vorwig, 
Secretary-General of the German Auto¬ 
mobile Manufacturers’ Association, 
when he visited this country as adviser 
on this important industry, and the 
growing interest being evinced here in 
Dr Vollralli's scheme ol export promo¬ 
tion. 

From what these two said in the 
course of their discussions with the 
dclcption. it would appear that there is 
particularly good scope for more finan¬ 
cial participation by Cicrman firms 
(out of about .30 firms who account for 
the bulk of the West German invest¬ 
ments abroad, nearly 20 have been func¬ 
tioning in Oiis country, but only 10 of 
them account for any substantial invest¬ 
ment) together with technical collabora¬ 
tions, that a sizable port ion ofmedium- 
scalc industries in Germany (these arc, 
of course, quite large by Indian stan¬ 
dards) have not yet entered the invest¬ 
ment market abroad, that there is con¬ 
siderable scope for joint ventures and 
for West German industrialists interest¬ 
ing themselves in export-oriented in¬ 
dustries in our country, and, last, but 
not least, that India would be a most 
suitable base for exports to countries in 
east and west Asia, as also in Africa. 

On the basis of the fourth Plan pro¬ 
gramme itself, Mr Patel indicated that 
there were tremendous investment 
opportunities not only in the existing 
sectors of manufacture but also in new 
product developments, in the areas of 
petrochemical complex, fertilisers, 
pharmaceuticals, intermediate chemi¬ 
cals, light engineering goods and elec¬ 
tronic equipment, not to speak of 
several capital goods. 

How much of all these has registered 
in the minds of the German delegation 
is anybody’s guess. In all likelihood, 
the members of the delegation will hear 
more of such observations when they 
visit different places and talk to people 
there. But what will register most, it 
seems to us, is what they will see with 
their own eyes of how the several in¬ 
dustries in which we have German 
participation or collaboration today 
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have been faring and '.vhjit they will 
hear with ihcir own cats from our minis¬ 
ters and high government oihciaK as' 
to the precise policy they propose to 
follow and the particular philosophy 
they claim to profess. 

Meanwhile, it is perhaps worthwhile 
for cvciybody, both our businessmen 
and our rulers, to lake note of some 
home truths which Dr Abs voiced w hilst 
in Bombay, f irst, he said “we too arc 
u developing country and so have 'some¬ 
thing in common wilh India/' Secondly, 
he suggested that it would lx; worth¬ 
while studying the reasons why West 
German interest in South America has 
been niorc than in this pari of Ihe world. 
Partly as oncof th«. reason , and partly 
in answer to svhy Wcm (icrnian invest¬ 
ment in this couiiliy compared un- 
hnouriibly vviih those of the I IK and 
the USA, the leader of (he delegation 
said that (icinuins do rot speak the 
same l:inguag:‘ as Indians, Lnghsh 
(unlike Ihe Bnlislier' and the Amcn- 
catis) and ihal the German invesior is 
noi willinn to run any risks. Thirdly, 
Di Abs made the pr»int that the private 
sector is essential foi tlie successful 
conduct ol business and, in this context. 

Crowning 

Till DMK under Mr Karimanicllii, 
(he (''hief Minister of 1*amil Nadu, 
may be adding to ll»e gaiety of the 
nation at a time when the people could 
certainly do with some free public 
cnierlanimciit, but he is certainly mU 
doing good t(» himself or liis party. 
Some days ago he got himself crowned 
at a public ceremony with a crown of 
gold weighing 45 stivereigns. The oc¬ 
casion was liis 45lh birthday and the 
pUiCvV sigiiilicantly enough, was Nagar- 
coil, in the constituency whicli had 
returned Mr Kamavnj to ilic I,ok Sabha 
in a memorable by-elec!it>n. The bullion 
valUs' of this bauble, at the current 
maiket pi ice of the sovereign, should 
be about Rs 7.0(K), but Mr Karuna- 
nidhi has announced that he would 
auction this hMilul.iy gift and donate 
the proeceiU to the party’s election 
chest. 

Even assuming that some well-heeled 
DMK loyali'it or enthusiast is lo be 
e.xpected to bid for Mr Karunanidhi's 
gold crown at many times its intrinsic 
value, it is unlikely that the DMK 
would gain by more than, sav, R< 
one Uikh at the outside. lairgc this 
amount certainly is for a country, 93 
per cent of the people of which are so 
poor that they must look up to Mrs 
Indna Gandhi to redeem them, it is 
still not an unusually big bonanza for 
a party's election or other funds as 
Mr Fakhruddin Ali Ahmed and other 
champion fund-raisers in the capital 
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he pointed out how, even after the 
Volks\\ai»en was nationalised in Ger¬ 
many, it continued to follow the philo¬ 
sophy ot private enterprise. “U is only 
possible to get the best Uilcnis", he 
add'.d, “when you have a private sector 
or a mixed tct)nomy'’. He further 
pointvd out that it would be useful lo 
produce; only such articles for which 
there is a demand both at home and 
abioad. 

These apart, we in this country 
should be grateful to Dr Abs for some 
oflhe nice things he had to say and the 
fine seniimcpt he expressed for the 
future of all developing countries gene¬ 
rally. “I cannot think of bcltcT partners 
than this group", he said, referring to 
our businessmen wiih whom the West 
(lernians have collaboration already. 
“I am looking lo a future - may be 
soon, may be at llic turn of the c.ntury 

when \\'c shall have belter co-opera¬ 
tion and beder p^'.rl icipalion of labour 
which makes possible not only ir«.lus- 
trial development, bii: aI;>o the welfare 
oflhe people." Thai is a fine scntinient 
all r.ght. but how far are om West 
Crciman fiicnds prepared to go to make 
this possible? 

Clowning 

should be able lo icstify. It i^ al>o a 
fact that ihcie arc much more unwhole¬ 
some ways of laising funds for the 
party than the method adopted by 
Mr Karunanidhi on this occasion. 

If. nevertheless, we are still deter¬ 
mined to fault the Chief Minister of 
'I'amil Nadu on his conduct, it is not 
on the grounds of political propriety, 
as poliiical piopricly is now being 
practised in oiii countiy, but on the 
giound siniplv of bad taste. We ^voiild 
readily giain that Mr Karunanidhi is a 
man of ir.oie than aveiage inlclligercc 
and accomplishments and that he is, 
undoubtedly, lo be counted among the 
abler chief ministers now to be found 
in the crnm-iiy. All the same, it is 
an act of sheer vulgarity on his part 
to have arianged to be clowned 
publicly with a crown ol gold in 
(his year oi grace 1970. 

Mr Karunanidhi, w'c are aware, 
has been closely associated with the 
stage and the screen in all kinds of 
capacities and it is possible that, for a 
man who has had so much lo do with 
tinsel, the genuine glitter of gold may 
be a temptation hard to rc.sist, indeed. 
Even so. the Chief Minister of Tamil 
Nadu and other pubbcisls of the DMK 
have always claimed to be the true 
inheritors of the ancient culture of the 
Land of the Tamils, and it is, therefore, 
altogether unacceptable that they should 
lend themselves to such cheap dis¬ 
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plays of self-glorification. Some people 
are disposed to credit the strategists 
and propagandists of the DMK with 
an uncanny grasp of mass psychology. 
If this evaluation is true, the particular 
mass of the Tamil people, to whom Mr 
Karunanidhi’s flamboyant attempt to 
buy for himself from the bazars ofNa- 
garcoil a bit of the divinity “that doth 
hedge a king" is supposed to appeal or 
may appeal, can only fall back on a 
dead past for support to their cultural 
pretentions. 

The Nagarcoil episode perhaps is 
not just silly, but is sinister. Those who 
have been closely watching the perfor¬ 
mances of the DMK leadership since 
this parly came to power in Tamil Nadu 
arc finding it ircrcasingly hard to resist 
the suspicion that an insidious cult of 
personality is being sedulously and 
sysieiTiatically built up. Starting off 
wilh the advantage of the high reputa¬ 
tion which the late Annadurai enjoyed 
beyond the frontiers of his immediate 
political Inllowing as a hiin.anist who 
iu>d strayed iniv> politics, the image- 
makers ol the DMK have been busily 
con'itructing a whole political pantheon 
of neo-Dravidian demi-gods. 

The process began, more or less in¬ 
nocently, w'ith the erection, during his 
life-time, ol a statue of Annadurai, 
sculptured to heroic dimensions, at a 
prominent iraflic island on the main 
thoroiiglilarc in the city of Madras. It 
reached a point ol extravagance when 
a stretch of land on the Marina was 
appropriated by the DMK ministry 
for a mausoleum for the founder- 
leader of the party. Its most recent 
manifestation was the re-naming of 
Mount Koad as “Annadurai Salai". 
Over this period, public buildings and 
public places in the stale have been 
litciaHy littered with statues, portraits 
or pictures of the dep«arlcd great man. 

How'cvcr, there is no denying that 
much of this official adoration of Ihe 
late Annadurai could be justified in 
terms of the admiration and affection 
w hich many millions of people in Tamil 
Nadu did have for him when he was in 
their midst or continue to have for his 
memory now that he is gone. But what 
ought to bother these and the rest of 
the people of Tamil Nadu or the coun¬ 
try itself is that all this adulation of the 
late Anmidurai by some of his collea¬ 
gues in the party is turning out to be a 
carefully planned prelude to the perpe¬ 
tuation ot a cull ot personality tor 
iurthering the poliiical interests of the 
DMK. 

At the rate at which public places 
and buildings are now being named 
after Mr Karunanidhi or statues put 
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up or pictures hung to his greater 
glory, there will soon be a dozen such 
declarations or tribute to the present 
Chief Minister of Tamil Nadu to every 
singleonehonouring the late Annadurai. 
In fairness to the DMK, it must be 
admitted that a bad example has been 
set by the Congress party in the matter 
of devaluing the institution ot public 
tributes to the service or memory of 
great men or women. To the OMK, 

This Maharaja 

While, to the public generally, it is gra¬ 
tifying to know that more and more pub¬ 
lic sector undertakings arc getting out oi 
the red, to the student of corporation 
finances, wliat is of even greater signi¬ 
ficance is that this trend should not only 
be sustained but steadily improved 
upon. The few profit-making public 
sector undertakings have so far con¬ 
formed to this pattern, more or less, 
but how much longer this would last is 
anybody’s guess, to judge from the latest 
results of working of Air-lndia. Re¬ 
leasing these results to the press, the 
other day, Mr J. R. D. Tata, the Air- 
lndia chairman, disclosed that, while 
Air-lndia maintained its unbroken re¬ 
cord of profitability in 1968-69 also, 
both the operating profit (Rs 4.82 
crores) and the net profit after interest 
and before payment of tax (Rs 2.94 
crores) were slightly lower than in 
1967-68. 

Mr Tata no doubt envisaged that 
the corporation looked forward to a 
further period of expansion and profit¬ 
able operation during the seventies, but 
he also underscored the point that ‘‘the 
task would be an onerous one.” This 
is because of the certain prospect of a 
continuous rise in costs, not to speak of 
the heavy burden of debt in this 
particular case so necessary to finance 
new fleets of costly large capacity jets 
to compete with established giant inter¬ 
national airlines. According to Mr Tata. 
“Costs give every indication of continu¬ 
ing to rise, particularly in regard to 
wages, which, in the airlines business, 
form a high percentage of total costs.” 
In 1968-69, employees^ wages and bene¬ 
fits constituted 2X8 per cent of Air- 
India’s total income. 

We may dwell on the main features of 
working of Air-lndia and draw atten¬ 
tion to the highlights of the latest 
annual report. To dispose of first the 
operating profit and net profit, to which 
reference has been made earlier. In 1968- 
69, the operating profit was lower by 
11.3 per cent at Rs 4.82 crores, com¬ 
pared to Rs 3.43 crores, which was a 
record. This was because, although 
operating revenue increased by 8.2 per 
cent from Rs SS.Ol crores in 1967-68 to 
Rs 59. SO crores, operating expenses rose 


however, must belong the distinction 
ot pushing this process of devaluation 
to its reductio ad ahsurdum. The crown 
that Mr Karunanidhi chose to wear at 
Nagarcoil may have been of goM 
sovereigns, but it is for all that a plain 
piece of political clowning. Its only 
value is that it may further endear him 
to the even more unprincipled buffoons 
of the ruling Congress party in New 
Delhi. 

Pays His Way 

by a still higher percentage (10.3 per 
cent) from Rs 49.58 crores to Rs 54.68 
crores. In the result, the latest net 
.surplus figure before tax was Rs 55 
lakhs lower than the 1967-68 figure 
(Rs 2.94 crores compared to Rs 3.49 
crores). It is comforting, therefore, to 
find that Air-lndia could absorb all the 
higher expenses and yet show a sizable 
profit. 

This was, of course, made possible by 
the all-round progress in Air-Tndia's 
performance during 1968-69. Thus, the 
corporation provided more capacity 
than during 1967-68—from 434.452 
million ATKms to 461.990 million 
ATKms or a rise of 6.3 per cent. But 
capacity actually utilised rose more 
spectacularly by 13.2 per cent from 
198-997 million ATKms to 225.278 
million ATKms. Consequently, there 
was a distinct improvement in the 
overall load factor—from 48.0 per cent 
in 1967-68 to 48.8 per cent, a rise of 
1.7 per cent. 

To put it differently, the total number 
of passengers flown, the total cargo 
tonne-kilometres and the total mail 
tonne-kilometres all registered rises. 
Thus, the total number of passengers 
flown increased by 16 per cent from 
285,500in 1967-68 to 331,000 last year; 
cargo tonne-kilometres rose from 60.24 
million to 68.99 million or by 14.5 per 
cent, while mail tonne kilometres were 
higher by 10.8 per cent to 11.20 million. 
This was reflected in not only higher 
revenue but also in further improved air¬ 
craft utilisation. Indeed, at 10.4 hours 
per day, Air-India’s record in this res¬ 
pect is said to be amongst the highest in 
the world. Revenue-wise, Air-lndia 
flew a total of 34,535 revenue hours in 
1968-69, compared to 32,193 revenue 
hours in the preceding year. Cargo 
revenue and mail revenue also showed 
noticeable improvement (plus 15.5 per 
cent and 8.3 per cent, respectively). 

As Air-lndia completed the last year 
of the decade of the sixties, it may be 
interesting at this stage briefly to refer 
to the ten-year record of the corpora¬ 
tion. During this period, Air-lndia 
earned operating profits aggregating 
Rs 29.02 crores, while total net profit 
amounted to Rs 21.73 crores. From 


the point of view of earning or saving 
of foreign exchange, it is noteworthy, 
Air-India’s contribution over the decade 
was of the order of Rs 60 crores. The 
total capital investment (equity and 
loan) of the Government of India today 
at Rs 26.82 crores has stayed put for 
the las< .seven years (it was Rs 16.55 
crores to start with, in 1959-60; in 
1960-61, it rose to Rs 18.26 crores and, 
further, to Rs 25.20 crores next year. 
A further small addition—Rs 1.62 
crores—followed in 1962-63 to bring it 
to (his figure. But it must be said to 
the credit of Air-Tndia that it has 
ploughed back from its own internal 
resources as much as Rs 31 crores, so 
that the corporation’s net worth at the 
close of 1968-69 .stood at Rs 45.63 
crores. 

Surely this is a unique achievement 
for any public sector undertaking 
of similar standing. But, perhaps, 
more outstanding still is the record of 
Air-lndia in regard to the raising of 
foreign loans. First, it raised $70 
million (Rs 52-1/2 crores) for its fleet 
of 10 Boeing 707 aircraft; of this, it 
has already repaid—and this is equally 
noteworthy—$53 million from its own 
earnings! Subsequently, it raised a 
further $93 million (Rs 70 crores) for 
three Jumbo jets, which are expected to 
be delivered between 1971 and 1972, and 
it is on the cards that, if and when the 
fourth Jumbo jet is also .sanctioned, the 
total foreign loans—both already nego- 
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tiated and negotiable- would go up by 
u further S30 million, to very nearly 
1200 million. Nothing could be a more^ 
striking proof of the confidence of 
foreign financial circles in such a rela¬ 
tively small-si/ed corporation as Air- 
India (compared to the gianf-sizc cor¬ 
porations of the world. Could it all be 
the trick of the Maharajah ? 

What arc the prospcctN, immediate 
and long-term ? Immediately» it would 
appear^ Air-Irdia should more than feci 
satisfied to repeat the results, if not inch 
up slightly, next year. This is because, 
as Mr Tata observed, pending the deli¬ 
very of its Ikieing 747s, Air-India's 
operations will remain substantially at 
the same Icvtl as fn the current year, 
for, with the high latc ot aircraft utili¬ 
sation already achieved, there is little 
margin of capacity for cxp(»nsion There 
may, however, he M>mt marginal in¬ 
creases in the frct|ucncy of some routes 
and also a few additional new stops as, 
for example, in Beirut and Copenhagen. 
But these svving-gairis may be more or 
less oIVsci by the loundabout-losses 
due to rising costs, which do not appear 
to have slowed down their upward 
tempo, let alone slop. By far the 
heaviest arc the burdens of debt and 
wages. But if new fleets are to be had, 
as they must be to keep pace with inter¬ 
national airlines, Air-lndia cannot but 
go in for more debts. 

In the long run, as Mr Tala himself 
admitted, the task of Air-India, even as 
of all international airlines, is going to 
be an arduous one. Unlike Indian Air¬ 
lines, Air-India is not a monopoly and 
has to compete with the 24 or so most 
modern airlines of the world. First, it 
is a rolativelv small Asian airline thinly 
spread over the world: secondly, thanks 
to travel restrictions on Indian citizens 
--woe Ik* to the P form it does not en¬ 
joy the full advantage of its own ethnic 
traffic unlike other international air¬ 
lines. Thirdly, judging from the orders 
already booked for c«>stly large capa¬ 
city jets, the additional capacity offered 
on the worUPs airlines is likely to cvcecd 
the traffic for some years, which means 
continued prcxHlencc of low load fac¬ 
tors, on the ori hand, and fiercei world 
competition «oi (he a\ailiible traffic on 
the other Air-India will thus face, to 
qiiole Mr Tala, **a challenging task in 
meeting such competition, particularly 
if restriction^ on tra\el abroad by 
Indians continue." 

Mr Tata, it is nouworthy, does not 
apprehend difficulties, even technically, 
Ix'eausc ofthc transition to the Jumbos, 
except perhaps for ground handling at 
our insufficiently developed :iiiports. 
Although official spokesmen, claim, as 
they did in New Delhi on New ^'ear^s 
day. that "afi the four international air¬ 
ports, namely Calcutta, Bombay, 
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Madras and Delhi, are perfectly suit¬ 
able for operation by Boeing 747 even 
todayit is known that facts are other¬ 
wise. If not, there would not have been 
any ^xcasion for the Air-lndia chairman 
to complain that "the continuing delay 
in enlarging and modernising our air¬ 
ports may create serious bottlenecks.*’ 

Along with the upgrading of our 
airpi>rt facilities, action must also be 
taken to make up the leeway in re^rd 
to hotel accommodation which, it is 
feared, will be the real retarding factor 
in our country. Wc canT afford to feel 
complacent with the entry of Air-lndia 
into the hotel industry by going in fora 
300-room hotel in the Juhu beach and a 
100-room transit hotel at the Santa 
Cruz airport. These are welcome, but 
not enough. Surely nobody expects 
foreign tourists to settle down to any 
billet such as the delegates to the recent 
AlCC show at Bombay had to do. Tf 

Jute at 


h iHi; West Bengal government were 
really serious in improving the health 
of the jute indusiiy, it should have 
ordered an enquiry into its problems 
in a different manner from what it 
has now done. The government has 
set up a four-man commission under 
the Commission of Enquiries Act to 
examine the affairs of the jute industry. 
An analysis of the composition and 
terms of reference shows that, in sel¬ 
ling up the commission, the govern¬ 
ment is influenced not so much by a 
genuine anxiety to improve the compe¬ 
titive capacity of the jute industry but 
by other motives. 

The commission consists of Mr N. 
K. Sen Gupta, retired Joint Secretary 
to the union Ministry of Finance as 
the chairman and three members, 
namely, Mr A. Chatterjcc. technical 
expert of the Indian Standards Institu¬ 
tion, Dr A. N. Bose, head of the Indus¬ 
trial Planning Team of the Calcutta 
Metropolitan Planning Organisation 
and Mr N. C. Rov, retired Additional 
Director of Agriculture, West Bengal. 
While these gentlemen may be quite 
competent in their respective fields, 
one wonders how far they will be able 
to understand and analyse the various 
and complicated aspects of the \vorking 
of the jute industry. None of them 
.seems to have any experience of the 
problems of production or export of 
sucli a major industry. The commission 
may be expected to obtain technical 
advice from other sources during its 
enquiry but unless some ot its members 
themselves have an adequate back¬ 
ground about its main problems, it is 
doubtful if it will be able to do a compe- 
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the flow of tourist traffic to India is to 
increase to the full potential of a coun¬ 
try with so many attractions to offer 
such as ours and further loss of foreign 
exchange earnings is to be averted, the 
accommodation provided for tourists 
in all categories of hotels, motels and 
rest-houses will have to be multiplied 
many times from its present level. Here 
is a potential avenue too to increase 
employment opportunities, even as 
there would be if internal travel facili¬ 
ties—air, road and rail alike—were also 
to be increased correspondingly* as 
indeed, the situation warrants. But it 
won’t do if, like Rip-Van-Winklc, the 
government were to sleep over even 
such a thing as giving its approval to 
the acquisition of additional aircraft 
by Indian Airlines for over two years. 
Meanwhile, we hear that India is being 
increasingly by-passed by tourists in 
favour of other countries offering rela¬ 
tively better facilities and services. 

Leisure 


tent job. The government should have 
taken on the commission at least the 
Jute Commissioner and one or two 
representatives of the jute trade and 
industry. But perhaps it did not want 
the Jute Commissioner since he repre¬ 
sents the central government; and it 
will not have anybody from the industry 
and trade since he is bound to voice 
only the capitalist point of view! 

The term? of reference of the com¬ 
mission arc interesting and intriguing. 
They include a study of the following: 
present state of affairs from the culti¬ 
vation of raw jute to the production, 
sale and export of jute goods; condi¬ 
tion of jute mill workers and jute grow¬ 
ers; costs of cultivation; impact of the 
land tenure system, pattern of financ¬ 
ing; forward and speculative purchases 
of raw' jute; the market mcchanij-m for 
purchasing raw jute; the part played by 
intermediaries in procuring raw jute 
and measures necessary to achieve self- 
sufficiency. 

Another subject that the commission 
has been asked to examine is the inter- 
lockingof interests between jute industry 
and other industries and ^tween jute 
groups and other trading groups; the 
part played by such inter-locking in 
hiding the correct position of the jute 
industry and the steps to be taken to 
stop these devices. Tnc commission has 
also been asked to assess the role of 
speculation, forward and hedge trad¬ 
ing, share market operations, under¬ 
invoicing and over-invoicing, supply 
of sub-standard goods and other mal¬ 
practices. And, more significantly, the 
commission has been called upon to 
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examine to what extent jute workers 
have been deprived of their legitimate 
share of the wealth produced in the 
industry and find out the factors and 
persons reponsiblc for the present 
condition of the industry. 

There can be no two opinions about 
the imperative need to set the jute in- 
dustry in order. In fact, in recent 
months the industry on its own initiative 
has taken several measures in this 
direction. For instance, the Indian 
Jute Mills Association has set up a 
complaints committee. Though the 
number of complaints received by the 
IJMA from buyers is small, it is felt 
that the utmost vigilance is necessary 
because of the tendency to magnify 
them out of all proportion. In this 
context, the following remarks made 
by the chairman of the UMA in last 
April are relevant. “Vast changes 
have taken place during the last de¬ 
cade in the conditions under which we 
have to operate, but the industry has 
not been able to gear itself fully to these 
changes. Too large a section of the 
industry still tends to treat raw jute and 
finished goods as speculative counters 
instead of raw material and the end- 
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product of an industry. Our marketing 
systems both in raw jute and finished 
goods are antiquated and totally inade¬ 
quate for today’s needs. The industry 
also has not paid sufficient attention 
to the growing and the grower of its 
raw material. Today, however, the 
industry is generally aware of the;e de¬ 
ficiencies—steps arc being taken to cor¬ 
rect them, but admittedly it will take 
sometime to make .such radical changes. 
As far as the association is concerned, 
a complete re-organisation is in process 
which it is hoped will make it a more 
effective and forward looking organi¬ 
sation capable of meeting the challenges 
of today." 

In view of the jule industry's keen 
anxiety to improve itself, there is no 
reason (other than ideological) why the 
West Bengal govcrnmenl could not 
associate its representatives with this 
enquiry. 11 could also have sought New 
Delhi’s co-operalion since in any case 
this is necessary if the commission’s 
proposals are to be carried out. In fact, 
a better course would liave been for the 
centre to appoint such a commission 
with the representatives not only of 
West Bengal but also of the other jule 
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growing states. That would have given 
the commission a better status and help¬ 
ed the country to know authoritatively 
and precisely what the maladies of the 
jute industry arc and how to tackle 
them. 


Tiie jute industry is of enormous 
importance to West Bengal especially 
from the point of view of cmploynieiu. 
Almost one person out ol cver\^ four in 
West Bengal is said to be directly or 
indirectly connected with jute. One 
would therefore expect the state gov¬ 
ernment to deal with the difficulties of 
the jule indiistiy with urgency and rea¬ 
lism. Bill the composition and terms of 
reference of the commission do not show 
much evidence of serious approach. 
Significantly, the commission has not 
been given any time-limit for submit¬ 
ting its report. It can therefore afford to 
proceed with its work leisurely and 
need not ask (as commissions generally 
doj for extension of time for submitting 
the report. But when, in due course, 
the commission docs produce its report, 
it is doubtful if the ministry which 
appointed it will be there to implement 
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THE IDEAS OF SRINIVASA SASTRI 

DR A- APPADORA1 


Srimvasa Sastri, whose centenary was 
•elehratecl last year, was born on Sep¬ 
tember 24. 1869. and passed away in 
1946. It would have warmed his heart 
tf he had lived to see India free, lor a 
passionate love of the country was the 
outstanding mark of his life and carccM. 
Teacher, public worker. Icgislatoi and 
cider statesman. Sastri gave of his best 
to the country. A disiiiicuishcd ora¬ 
tor. he held audiences spell-bound. He 
was President of the Servants of India 
Society and successor to Ciopiil Krishna 
Ciokhale. 

There IS a short autobiographical 
essay entitled The Story of My Admis¬ 
sion’ (1926) in his Speeches and Writings* 
which gives the story of how Sastri 
look courage in giving up a career of 
promising affluence to take up the aus¬ 
tere and dedicated life of a servant of 
India. A brilliant student, gifted orator 
and successful teacher and headmaster 
of a high school in Madras, it required 
all his resolution to |>crsuade the mem¬ 
bers of his, not affluent. family to let 
him join the Servants of India Society. 

Act of Self-Sacrifice 

It was an act of self-sacrifice of a noble 
kind; but it paid well in the form of 
opportunities for service for which his 
heart was yearning. He became member 
of the Imperial Legislative Council and 
delivered critical speeches; gave evi¬ 
dence before the British Joint Parlia¬ 
mentary Committee on the Montagu- 
Chelmsford Reforms; was member of 
the Acworth Committee on Railways; 
was elected to the Council of State under 
the Montagu-Chelmsford Reforms; was 
a delegate to the Imperial Conference 
at London; a Privy Councillor; Member 
of the British Empire delegation to the 
Conference Naval Disarmament at 
Washington, presided over the Provin¬ 
cial Liberal Conference and the National 
Liberal Federation; Agent-General of 
the (iovernment of India in South 
Africa; member. Royal Commission on 
Labour and Member Round Table 
Conference and Vice-Chancellor, Anna- 
malai IJniveiNity In all the work that 
he did he brought to bear his vast know 
ledge of public questions, public interest 
and sense of compiomise, which won 
him appreciation all round. 

The selection ofSastri's speeches and 

* Speeches ami IVntinjrs o/Thc Rij^hf Mono- 
arah/e I'.S. Srinivasa Sastri. 2 \ ols. The 
Ri. Hon'hlc V.S. Srinivasa Sastri Birth 
Centenary I diiion. September 


writings in two volumes is representa¬ 
tive, and, on the whole, well done. The 
present wriicr would, if he had a say in 
the selection’ also have selccuxl for in¬ 
clusion Sasin's Mys<3re lectures on 
(iokhale, in 1935. for here wc have not 
only an account ofGokhale’s work and 
character by one who was in a unique 
position of closeness to Gokhale. but 
we have also reflected there the political 
atliiiide of Sastri. There is also an 
excellent introduction to the volumes by 
N. Raghunathan, formerly of the Hindu 
who neatly summarizes the main land¬ 
marks in Sastri’s life. 

Social & Political Ideas 

In this short article I shall draw atten¬ 
tion to those social and political ideas 
which arw more relevant to the present 
times than others. Education must fit 
man for the task of enlightened citizen¬ 
ship; a liberal education, often con¬ 
demned by tho.se who commend science 
and technology, is for him a useful pre¬ 
paration for enlightened citizenship. 

Universities are centres which should 
stimulate curiosity by wide readm.g and 
purposeful discussion and should also 
help in the cultivation of the balanced 
mind. He strongly supported individual 
freedom, ordered progress and universal 
suffrage. A liberal and moderate in 
politics, he was, as stated in the intro¬ 
duction, “of all Liberals, the nearest 
in sympathy with the Gandhian Con¬ 
gress even when he was most bitterly 
deploring its politics as inimical to the 
long-range interests of the country.” 
He denounced racial discrimination. In 
his speech at the Montreal Reform Club, 
he prophetically said that, in. spite of 
the disadvantages of British rule, India 
would nevertheless forget the past and 
be true to the British connection “pro¬ 
vided that the Empire is what it pur¬ 
ports to be, an organization of free peo¬ 
ples, coming together freely for the 
maintenance and extension, of free ins¬ 
titutions.” 

Raghunathan rightly recounts that 
the inicmpcTaleand often ill-timed pane¬ 
gyric of empire brought Sastri a great 
deal of odium in his time: but it was 
characteristic of him that, as Nehru in 
his autobiography recalls, he, iA his 
own accord, expressed regret for one of 
his speeches in which he had spoken 
disparagingly of jail going and explain¬ 
ed that “he was much influenced al¬ 
ways by his surroundings and his ex¬ 
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uberant verbosity was apt to run away 
with him.” 

Of his specific political ideas, I shall 
mention three ; the right to resist the 
.slate, compromise and citizenship. 

The foremost political idea which 
Sastri held with conviction and express¬ 
ed forcefully in hLs speeches—and 
which has great relevance to the con¬ 
temporary situation in India—is that 
while the citizen has a moral right to 
resist the state, the right—and the duty 
—of resistance must be exercised with 
the utmost circumspection. 

No one, he said, can question the 
right of each citizen to judge for himself 
in the last extremity : when he has 
fought his fight and failed to undo a 
public wrong; and he feels in his cons¬ 
cience that he cannot acquiesce in it, 
nothing ought to keep him from resis¬ 
tance if he thinks he should resist. But 
extreme caution is required in taking up 
this duty. 

The reason is simple. There arc many 
things in public life, many things in¬ 
deed, of which the indirect consequen¬ 
ces are far more important and serious 
than the direct consequences. 

Misjudging Dufy 

To say, “Here is my duty : 1 see it 

in front of me, I care not whether the 
deluge follows,” is entirely to misjudge 
one’s duty. For when you do something 
serious, somewhat out of the way, you 
are bound to consider what reaction it 
wiM necessarily have on society and 
whether the result, taking the bad with 
the good, will still be on the credit side 
of the account or leave the community 
worse than when you meddled. That 
consideration, according to Sastri, is 
not timidity but necessary regard for 
public welfare. 

A second political idea which Sastri 
expounded with great clarity is the need 
for compromise in politics. There was 
widespread criticism in India of the 
stand taken by Gokhale and Gandhi 
that in order to secure good treatment 
for some hundred thousand people of 
Indian origin in South Africa they 
agreed to surrender the right of free and 
unrestricted emigration to South Africa 
for the Indian people. 

Sastri. in his Life of Capa! Knshna 
Gokhale, defended the action of Gokhale 
and Gandhi on the ground that com¬ 
promise, i.c. giving away something in 
order to obtain something is a legiti¬ 
mate procedure in public affairs. 

Let his defence of compromies be 
put in his own inimitable way. ”We 
want 1,2.3, 4, 5, 6 things. All of them 
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seem to us indispensable matters of the ethical side, he said, the spirit of 

first-rate principle which must not on sclf-^crifice for the benefit of the com- 

any account be given away. But if you nmnity, in other words, the quality of 

are to serve your countrymen in your public spirit which in matters, small 

generation you must learn this : that in as well as great, inclines a man habitual- 

a conflict with another nation like yours ly to prefer the general good to his own 

who hold their rights equally dear it is whenever they conflict, 

not possible for you to get all these 1 to 

6 at once. But he added there was also an 

“Some of those might have to be intellectual side to this which was 

given up in order that certain others important—the ^und prac- 

may be gained. So managed, compro- tical judgment which enables one to 

mise is perfectly legitimate; it is honour- know the true from the false and the 

able. It is in fact, the only course prac- good from the bad and, more dimcult 

ticable in politics.*’ I*'® iJruc from the plausible and the 

„ , A good from the attractive. Again, politics 

How much one wishes that a ^nsc ^jjl g^jn immeasurably if this sage 
compromise were more widespread l,orn of personal experience, 

among our leaders. understood and acted upon in 

And third. True citizenship means on contemporary India. 

Frankly Speaking 

R V- MURTHY 

ReO-NTLY, i.e. between December 31, claration that stock exchanges arc only 

1969, and January 8, 1970, three im- places of gambling, he cautioned the 

portant speeches were made, one in country about the serious drop in 

Bangalore and two in Bombay, by a investments and its likely repercussions, 

leading industrialist (Mr G. D. Birla), He said : “The crisis had just begun, 

a leading economist (Prof. Arnold There arc no new floatations. There 

Hicks) and a distinguished retired will be scarcity of good scrips_ 

civilian (ICS) (Mr H. V. R. Icngar), Thcr? will be scarcity of goods also, 

respectively. Mr Birla was address- Already signs are visible. We see clearly 

ing the Mysore Shareholders’ that scarcity is coming, because no 

Association. Prof. Hicks was address- new productive enterprise is uiidcr- 

ing a public meeting under the taken.” 

auspices of the Bombay University, After sounding this grave warning 
and Mr Tengar was giving a Pranlal that “we arc on the eve of a serious 

Devkaran Nanjee Memorial lecture. famine of commodities.”, he empha- 

The studied observations of these emi- sised the point that “the only remedy 

nent men deserve to be more widely to remove this scarcity is more invest 

publicised not only for the benefit of ment, more production and more emp- 

our people but our politicians as well. loyment. As he added, there is no other 
Ere now, Mr Birla has established a royal road to this.” 
reputation for being able to speak with Mr Birla is not bothered about any 
a smiling face even with the talk of “isms”, and he said so to his Banga- 

depression all round. He is among the tore audience. “Whether it is the socia- 

few who never concede that India’s list system or the communist system”, 

future is bleak. He is also one of the he made it clear, “without production, 

few who is not afraid of change. Ac- there is no employment. In every 

cording to him, “the invasion of change country, whether it is Russia or any 

is the most frightening thing onW to other country, we must have more in- 

people of old ideas.” Hence his address vestment, more production, with a 

to Mysore Shareholders’ Association good government and efficient adminis^ 

was frequently punctuated with the ex- tration^ (ital. ours). These arc also 

hortation: “Don’t be panicky—India is the points that Mr lengar stressed, as 

bound to progress. Let us all dedicate shall presently indicate. Mr Birla 

to promoting affluence in this country obviously more concerned with 

and raise the standard of living of results and not talk of socialism or 

the common man.” ^hat not. So his thesis : “Unle.ss we 

It is noteworthy that Mr Birla is not dedicate ourselves to raising the stan- 

unduly perturbed by all the extremist dard of the common people, we won’t 

slogan-mongering that we have been— survive. It is not philanthropy or phi- 

and are still being-—treated to these losophy that I am talking about. It is 

days. In his characteristic way, he enlightened necessity. If the country 

referred to some of the more fashion- flourishes, we all flourish. If the coun- 

able ones and after merely explaining try does not flourish, then we shall all 

where these would lead to, left his go down. Therefore raising the stan- 

audience to draw its own conclusions, dard of the common people must be 

Alluding to the oft-repeated official de- our aim.” No true socialist could take 


exception to thi.«! “Birlaism”, if we 
may say so. 

Take, again. Mr Birla's summary 
disposiil of the slogan “Rich is becom¬ 
ing richer and poor is becoming poorer.” 
He said : *T don't think statistics prove 
it. But there is one thing : the chief dis- 
tre.s.s is spread over the middle class 
(a point that has been altogether missed, 
or conveniently slurred over, by our 
politicians). The poor is not becoming 
poorer.” And he went on, and 
here is his refreshing realism: “Bui, 
ultimately, wc must all realise- all 
those who arc well-to-do—that this dis¬ 
parity between the highest and the 
lowest will have to be narrowed down. 
You cannot help it. It has happened 
in several other countries and it will 
happen here also.” 

Then he dismissed the pcrsi.stiiig talk 
of the Tata group or the Birla group 
even after the abolition of managing 
agents as “all nonsense” and dubbed 
it as downright ignorance to speak of 
Tatas having assets of Rs 700 crorcs or 
of Birlas huN'ing as.sets of Rs 500 crores 
and so on. The shareholders arc the 
real owners of these assets today, he 
said, and made no bones about telling 
them that it is with them and for them 
to have him as the manager of their 
assets with honesty and efficiency. 
“The day you whisper- wc don’t want 
you—1 get out”, he added. He even 
went to the extent of saying; “The 
shareholders must come out and say: 
‘Whose assets ? Wc have put our 
hard cash in Mysore Cement. Wc 
have put our cash in Hindustan Alu¬ 
minium. You are managing affairs 
at our sufTerance* 


European Example 

Many people are disturbed with 
thoughts of stability*—political stability, 
but l^th Mr Birla and Mr Tengar drew 
pointed attention to how people went 
on working without any political stabi¬ 
lity in some parts of Europe, because 
the private sector there was having a life 
and a momentum of its own and a capa¬ 
city to develop, irrespective of the com¬ 
petence of government. What is ham¬ 
pering economic growth in our country 
is not so much political instability 
although the prospect of it cannot but 
be a shuddering thought as the uncer¬ 
tainty about government policy. If 
there is a measure of certainty about 
policy, no businessman would bother 
about politics or politicians. But, as 
it is, as Mr Birla remarked, how to 
leave politics to politicians is rather 
difficult to appreciate. Meanwhile, he 
did well to exhort businessmen to be 
proud of the important part they have 
played and not to suffer from any 
complex, a psychology some of them 
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seem to have developed perhaps after 
being continually subjected to high 
pressure, but often wholly unwarranted, 
criticism at the hands of the left extre¬ 
mists in our country. 

Prof- Hicks must be really compli¬ 
mented on the great service he hjis 
rendered to the cause of economic 
growth in this country by the two 
important points he made so per¬ 
suasively. also so learnedly, the latter 
is important from the point of view of 
our intellectuals, many of wliom seem 
to deem it a fashion to pass off for 
socialists. The two points he made 
are { I) that the great nst- m the material 
standards of the workers could iu>t have 
occurred without industrialism and (2) 
that, if only t<i reduce the burden that 
would he fhrowm on the labour other¬ 
wise. developing countries W'oiild do 
well to accept international inve-ament. 

To quote his own words, “il any 
countr>' is able to borrow abroad during 
a had patch, to repay later when it 
is much more capable of repaying, the 
dilliculty is overeme ’* Pu»f. Hicks 
was not oblivious of the obstacles to 
the application of his solution to deve¬ 
loping countries, although he did not 
(or could not. for want of time) en¬ 
large on them, but he recognised the 
existence of obstacles at both ends, 
which to him, however, were not in¬ 
superable. though formidable. 

In the course of his biilliani lecture, 
Mr Icngar made the notable point that, 
although on the basis of strictly econo¬ 
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mic factors^—if these could operate in 
isolation—we arc really poised for 
sustained economic growth, there is a 
grave danger that all these factors may 
be rendered infrucluous by growing 
political cisorder. In his inimitable 
way, he traced the genesis of this to the 
gross neglect of administration, on the 
hand, and the steadily eroding law 
and order situation, on the other. 

Recalling the previous crises—one fol- 
low'ing tJie partition and the other 
when the Chinese attacked us—he des¬ 
cribed the present crisis as an even 
graver one which might spell untold 
difficulties for our country because of 
one important factor, namely absence 
of a firm and accepted leadership at the 
centre, more so since the split in the 
ruling party. “Irrespective ot whether 
the ruling Congress or the opp>osition 
Congress forms a government”, he said, 
“it is clear that we have to reckon with 
the practical certainty of the continu¬ 
ance, for quite s<mie time, of government 
being formed by a minority party siip- 
p<irted by coalition with other political 
parties”. Drawing on the basis of ex¬ 
perience in our country, he was right 
in holding; “such conditions will he 
weak and unstable.” 

Mr Icngar’s concern was not whether 
the Prime Minister is or is not a com¬ 
munist—in fact, he said it was “mali¬ 
cious” to make such a suggestion— 
but he was categorical as to the 
baneful effects ot the “detisive mar¬ 
ginal influence of the communists 
on the structure of government 
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at the centre” in the situation 
created by the fragmentation of the 
Congress. To him—to any dispassionate 
observer of current events, for that 
matter—“the awful tragedy is that, 
although everybody knows what has 
happened in Kerala, and what is hap* 
pening in West Bengal, neither of the 
conflicting groups seems to bother about 
this,” 

Mr lengar dwelt at length on the 
consequences of these developments to 
economic growth. Economic growth 
obviously becomes extremely difficult 
in conditions of political instability. 
The situation is tragic, as he observed, 
because, “for the first time since inde¬ 
pendence, we have been able to see the 
possibilities of a real breakthrough in 
agricultural production, but this break¬ 
through is being jeopardised by a fail¬ 
ure in the most elementary task of any 
government, namely the maintenance 
oflaw and order.” In the field of indus¬ 
trial development, as he added, one is 
much more dubious in legard to the 
possibilities of growth during a period 
of such instability.” 

Mr Tengar, who has had first-hand 
experience of the working of the govern¬ 
ment, did some plain speaking on the 
way our government has come to depend 
upon a whole system of controls to 
implement its five-year Plans. After 
illustrating the “extraordinary pervasi¬ 
veness” of these controls with reference 
to the sugar industry, he said, all this 
required, for effective functioning, a 
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'bureaucracy which is at once knowledge¬ 
able, efficient and known for integrity, 
which was preciely what was woe¬ 
fully lacking today. He also regretted 
thsLi while every party was competing 
with each other in what he termed 
“uncreative asi^ts*' of economic po- 
licy—“nationalise this” or “put a 
ceiling on that” or “take over the con¬ 
trol of this by the state” and so on— 
no one has thought it fit to state, as 
Jawaharlal Nehu repeatedly used to do, 
that the basis of all economic growth is 
hard work and discipline all round. 
As both Mr Birla and Mr lengar said, 
there is no short cut. Further 
on, Mr lengar was equally critical of 
the inability, or unwillingness, of poli¬ 
ticians to appreciate another hard 
reality of life— viz, that “distributive 
justice is essential, but the essence of 
sound economic policy is that there 


must be increasing wealth to distri¬ 
bute.** 

Mr lengar was most convincing when 
he concluded—and we cannot but use 
his own words here—“if there is one 
lesson to be drawn from recent Indian 
experience, it is that the less pervasive 
government's interference with the deve¬ 
lopment of the economy, the better it 
would be for economic growth. It is 
regimentation that is likely to stifle 
economic growth rather than freedom 
-There may be some evils in a rela¬ 
tively free society, but these evils will be 
less damaging to economic growth than 
the evils of a highly controlled econo¬ 
my”. As Mr Raiagopalachari has never 
missed an opportunity to drive home, 
the Indian people have a capacity for 
sustained economic growth only in 
conditions of reasonable freedom. 


Pragmatism on the “Joint Sector’* 

A CORRESPONDENT 


MAHAitASHraA which has been foremost 
among the states in the race for progress 
has been the first officially and actively 
to sponsor and take practical steps for 
the development of a joint sector in the 
interests of speedy industrial growth in 
the country. In a statement recent¬ 
ly the Finance Minister of the state, 
Mr S. K. Wankhede, said that the 
country was alre.ady having a mixed 
economy with its private and public 
sectors. The co-operative sector was 
also playing an important role in deve¬ 
lopment. Now a fourth one—the joint 
sector— should be developed. 

As Finance Minister he knew 
how difficult it was to raise funds 
by way of taxes to finance development 
projects, and there were limits to 
increasing taxes for the purpose. Large 
funds and talents were available in the 
private sector and they could be mobilis¬ 
ed and used for the go^^d of the country 
in collaboration with the public sector 
in the form of a joint sector. The state 
had taken practical steps in that direc¬ 
tion- The Kamplee fertiliser plant 
was being set up in the joint sector. A 
private entrepreneur and the state 
government through the Industrial 
Development Corporation of Maha¬ 
rashtra were jointly working on it. 
A similar arranigemcnt was being work¬ 
ed out for setting up the Koradi super- 
thermal power plant. The Tatas had 
made survey of the project before agree¬ 
ing to collaborate with the state govern¬ 
ment in setting up this plant. The state 
government had approached the centre 
for clearance to the proposal in colla¬ 
boration with the Tatas. 

At about the same time the Industi ies 
Minister of Tamil Nadu, Mr S. Madha- 
van, made a statement that the DMK 
government favoured the joint sector 


and the proposed fertiliser plant at 
Tulicorin would be in the joint sector. 
He is further reported to have slated, 
“We make high sounding speeches 
about the concentration ot economic 
power in the hands ol a few individiuils. 
We want to do justice politically and 
economically to the down-lroddcn. Wc 
want to curb monopoly and vested inte¬ 
rests. This docs not mean that govern¬ 
ment should encroach upon all the fields 
of economic power. 1 strongly feci that 
economic power should not be concen¬ 
trated in the hand.s of government.” 

It is refreshing to find such pragama- 
tism from government spokesmen. 
If the country has not made as much 
economic progress as it should have dur¬ 
ing the period of the Plans, if it has 
had to groan under the burden of higher 
and higher direct and indirect taxation, 
it cannot be denied that it is in part 
due to the fact that the surpluses which 
were expected to be generated from the 
public sector for thebcnefll of the com¬ 
munity have not materialised. 

The assumption in the third Plan 
that increased profits which in the pri¬ 
vate sector would create inequalities 
(and possible conspicuous and wasteful 
consumption),wouid be directly used in 
the public sector for capital accumu¬ 
lation has not proved justified, for the 
simple reason that a number of major 
projects in the public sector have not 
yielded returns to cover even interest on 
the capital invested, let alone generating 
surpluses for development and expan¬ 
sion. 

We should not persist in the ideo¬ 
logy of keeping on expanding the pub¬ 
lic sector at all costs, if wc are to benefit 
from our past experience, fronri the expe¬ 
rience of other countries like Japan, 
from what has been said by economists 


right from the time of Adam Smith, 
who, it may be recalled wrote in his 
famous book that no two characters 
seem more inconsistent tlian that of 
trader and sovereign and that the p<wt 
office was ixrhaps (he only mercantile 
project which has been successfully 
managed by every government. It 
might be mention^ here that Japan, 
after its economy was completely dis¬ 
rupted by the war has miidc great strides 
in economic development resulting in a 
vastly improved standard of living. The 
underlying approach of the Japanese 
plans was to restrict to the minimum 
direct measures by government and 
give free scope to private enterprise, 
recognising that it is the motive power 
for the development of the economy. 
In the post-war perioef, capital forma¬ 
tion was undertaken primarily »n the 
private sc'Ctor. The government gave 
indirect assistance to industries, parti¬ 
cularly the steel and electrical power 
industries, for instance through the 
facility of ihe Japanese Development 
Hank and other official institutions. 

Inherent Handicap 

What then arc the factors which arc 
an inherent handicap to public sector 
enterprise in this as well as other demo¬ 
cratic countries, and which make it 
lack tile dynamism of the private sec¬ 
tor? It has been the experience of other 
countries tiuil the Nystem of private 
enterprise has conduced not only to 
self-reliance but higher standards of 
living for the cximmunity. The use of 
capital under private enterprise has to 
pass the test of t he market. The purpose 
of economic activity is to produce 
goods and services economically. \ Indcr 
private enterprise the most tfiicicnt 
producers come up. The yardstick is 
profitability. The resources of the com- 
munitv arc thus directed to the produc¬ 
tion of whiit consumers want. Tlicrc is 
constant pressure for improvement, for 
innovation. 

In public enterprise, there is less 
flexibility in (he carrying on of busi¬ 
ness and the yardstick of the market 
is replaced by political control. While 
under private enterprise, the spur of 
competition makesfor initiative, flexibi¬ 
lity, readiness to take risks, quickness of 
decision, the reverse is the case in pub¬ 
lic enterprise. The basic urge to reduce 
cost and prices, provided by competi¬ 
tion, is absent. Prof. Reynolds of S^alc 
University, in his book Labour Econo¬ 
mics, neatly sums up the inherent 
handicaps of public sector enterprise, 
“A government enterprise is under 
irresistible public pressure to make 
uneconomic decisions. The union will 
expect a government agency to be a 
model employer and to give in with 

good grace to wage demands. 

Particular areas of the country will 
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work through political channels to get 
plants and facilities located there, 
whether or not the location makes sense 
from a cost standpoint. The pplitical 
pulling and hauling may lead to losses 
which will have to be met from the 
general revenues. Political intervention 
in appointments may make it difficult 
to recruit management officials on a 
merit basis. The management of a 
government monopoly may be charac¬ 
terised by rigid procedural rules, elabo¬ 
rate paperwork and skilled buck-pass¬ 
ing. This can cause scriou% delay in 
decisions, poor service and arbitrary 

treatment of customers.It is hard 

tomediatetheconflicling pressures from 
workers, consumers, legislators and 
others." 

Again so lar as industrial rela¬ 
tions arc concerned it is easier for 
the stale "to hold the ring" in labour 
disputes hLtween private employers and 
their employees. But the po,iiion is 
compi caied and difficult when the stale 
assumes the role of an indusiiial em¬ 
ployer. Further, it has been found from 
experience that discipline has been diffi¬ 
cult to maintain in public enter¬ 
prise. However over-staffed a concern 
may be, it would not be feasible to effect 
any retrenchment to reduce bonus 
under production bonus schemes once 
introduced, however neccssarv it may 
be, and so on. 

DMBcttlt Position 

The position even more difficult 
w'hen government runs an industry 
under monopolistic or semi-monopo¬ 
listic conditions. Prof. W. G. Robson 
in his book Problems of Nationalisa¬ 
tion has quoted the following apt 
obsersalion of Lord Salter: 

"In relation to private industry, 
collective bargaining has been of 
inestimable benefit. In excry bargain 
both sides know that beyond a 
certain point increased costs would 
bring bankruptcy, which would 
be disastrous to all in the indus¬ 
try. That safeguard no longer 
exists in the nationalised monopo¬ 
lies. Since they are monopolies, they 
can pass on increased wage costs to 
the consumer, who has no alterna¬ 
tive, till he is himself broken. And 
if even then there is still a loss, the 
taxpayer, in spite of some illusory 
safeguards in .some of the Acts 
has to bear it. What, in these cir¬ 
cumstances. IS bound to l>c the result 
when a managing board is faced on 
the one hand with an insistent de¬ 
mand, and the immediate stoppage of 
a great public service, if it is not 
granted, and on the other hand only 
with the fact that if the increased 
cost is incurred, charges must be 
raised to the consumer, and if that 
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is not enough, a net loss is shown 
in the accounts? It is inevitable tlmt 
costs and charges will rise, and rise 
out of relation to those in the private 
industries, especially the exerting 
industries, which can neither sell to 
customers who have no alternative 
ror resort to the Treasury.” 

It has been said that it was necessary 
for the state to launch certain basic 
industries for which private capital 
would not have been sufficient or was 
not forthcoming for starting industries 
in relatively backward areas which pri¬ 
vate enterprise would not have found 
profitable. But all this could have been 
done after inviting collaboration, both 
in regard to capital and management 
and giving necessary incentives to pri¬ 
vate enterprise to collaborate and thus 
utilising its available technical person¬ 
nel as well as entrepreneurial abilities. 

It is welcome that in two states it 
has been recognised that the public 
sector alone cannot deliver the goods, 
that the state is not in a position to 
keep on increasing taxes to finance 
development projects, and that funds 
and talents available in the private 
sector should be utilised in the joint 
sector. That way the accountability to 
the public would be more effective 
and there would be a greater spur to 
efficient and economic management 
than the political accountability to 
Parliament. It is also a mattci of satis¬ 
faction that the Prime Minister has also 
stated that the private sector has a 
place in the socialist economy envisag- 


Exactly one year ago when the country lay 
cliTcd in the grip of intense political frustra¬ 
tion and an unprecedented economic crises in 
tlicsliape of acute famine and inflationary con¬ 
ditions. eight industrialists from Bombay, 
who were apparently doing some hard and 
sober thinking, sprung upon the country their 
first memorandum on a national economic 
programme, which has since come to be known 
as the Bombay Plan. The first memorandum at 
once caught the imagination of the country by 
its sweep and daring and attracted widespread 
attention all over the world. Truly it could be 
said that the memorandum set the pace for 
economic thinking in this country and imparted 
to it direction and purpose. But the first memo¬ 
randum had only set the problem of production 
in its correct proportions and economic bear¬ 
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ed by the Congress and it can help in 
ushering in socfaitsm. 

Lastly it might be mentioned that 
while the Dutt Committee re|wrt on 
licensing has met with much criticism^ 
in regard to the joint sector it shows 
some degree of realism. The report 
emphasises that the idea that financial 
assistance and equity holdings should 
not be normally used by the state 
and the public financial institutions for 
appropriate participation in the private 
sector concerns needs to be firmly set 
aside. 

The report further states. ‘‘Where 
a very large proportion of the cost of 
a new project is going to be met by 
public financial institutions these pro¬ 
jects should be in the public sector, but 
this does not mean that ordinary share¬ 
holders and even some private concerns 
may not be associated with such pro¬ 
jects.” The report goes on to say, “It 
may be that for some lime to come 
government might decide to permit 
projects with significant proportions 
of public financial assistance to remain 
in the private sector. Tn that case, how¬ 
ever, we would like to emphasise that 
they should be clearly treated as belong¬ 
ing to the joint sector and not to the 
private sector ” On this point the report 
ends by saying that the development 
of the joint sector, on the lines proposed 
in the report, would be an important 
instrument for the attainment of the 
objective of curbing the increasing 
concentration of economic power and 
is likely to be more effective than 
licensing. 


ings while the crucial question of the structure 
of planned economy—in short, the question 
of distribution, the role of the State and the 
organisation of the economic system—were 
purposely left out for a later manifesto. It is 
true that ends and means are not easily separable 
even for purposes of economic analysis and the 
procedure of the Bombay planners in first 
setting out the targets or ends before the means 
could be seen in the totality of their relation¬ 
ships, was slightly unfortunate. For it gave 
many unconstructive and carping critics a con¬ 
venient handle; and especially those who had 
not the competence to study the Plan at a tech¬ 
nical level could be led away with such slogan¬ 
ized altitudes that the Plan was intended to 
make the rich richer and the poor poorer. 


^Iconomiit 25 yea.t6 

JANUARY 26, 1945 
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WINDOW ON THE WORLD 


EPITAPH TO 


H- R. 

WASHINGTON: 

CoNGKKssMAN PASSMAN and men of his 
ilk are not the only enemies of foreign 
aid to contend with. There are others 
who call themselves liberals but arc 
exceedingly stingy in helping the poor 
beyond the US borders. The Passman 
group is easy to understand. They hale 
aid and the people who seek to give or 
take it with equal venom. They suffer 
from liver. Their's is a case of inverted 
missionaiy zeal. 

But how docs one account for illibe¬ 
ral liberals? Their opposition arises 
partly from political pique and partly 
from frustrated ambitions. The leader 
of this group is Senator Fulbright. 
His followers include Senator Syming¬ 
ton and Church who satisfy their ego 
by pecking at presidential powers. 

They overdraw on a one-line con¬ 
fession by the former Secretary of State 
Dean Rusk that before military commit¬ 
ment there was economic aid to South 
Vietnam. They infer with demonic 
simplicity that if there had been no 
aid there would have been no Vietnam 
war. Tliey have apparently convinced 
themselves and arc now out to convince 
others that if there arc to be no future 
Victnams, the thing to do is to smother 
aid all around the world. 

Perverted Inference 

To them aid is the root of involve¬ 
ment and an originator of war. How 
different is this ihcoiy from the other 
that a contented people, helped to 
stand on their own. economic feet, 
would not look across their shoulders 
to commuiii.st allies who foster restless¬ 
ness and an ideology of internal and 
external aggression. 

In their anxiety to end the Vietnam 
war, they have made a somersauU in 
their own earlier thinking when they 
supported aid both on humanitarian 
and political grounds. Now for false 
and adopted political reasons, which 
suit the changed domestic scene, 
they are forsaking their global vision, 
withdrawing instead, into a narrow na¬ 
tional cacoon. 

They show little regard for the secu¬ 
rity of small nations threatened by their 
powerful neighbours. Their disrespect 
for the countries which border on the 
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Pacific is well-nigh total. They arc 
peopled, they sometimes argue, by 
races with which the US has no affnii- 
tv. Why worry about a people of a 
different culture? This is wdiat they 
seem to ask. 

Their respect for existing commit¬ 
ments is minimal. It is greatly out¬ 
balanced by their desire to curb presi¬ 
dential discretion in the sphere of foreign 
policy. They wish to foster congres¬ 
sional right to “advise and dissent,” 
thus impliedly modifying the constitu- 
non. 

If they had their >vay, they give the 
impressiop.they would soon fold up the 
American umbrella over South Koiea. 
1’hcy would joyously barter the free¬ 
dom of Taiwan for a favour from Pek¬ 
ing. 1'hcy would also renounce the 
Tonkin resolution, (to which they were 
a party) which is now the main legal 
plank for US presence in soulh-tast 
Asia even more than SEAfO. 

International Equation 

If their logic prevailed. India could 
no longer expect sympathy or help from 
the US should China again aggress on 
her borders. India being a smaller 
factor in the inlenalional equation, at 
least in terms of power, than China, 
they would use their legalistic acumen 
in favour ol China as some US histori¬ 
ans have done about the events ol 
1962. 

By pounding away on their isola¬ 
tionist approaches, they have already 
spread abroad the impression that the 
US itself stands for Ihcir concepts of 
Asia. 

In international relations, as in other 
human affairs, psychological liictors 
count for a great deal. Hitler's march 
across German borders was promoted 
partly by his impression that the US 
was in no mood to participate in another 
European conflict. Supposing Mao 
imbibed the s;ime impression? 

By broadcasting the notion that the 
US i.s too worried about domestic 
problems and too tired after Vietnam to 
care for Asia (or any other part of the 
world) the US “liberals” are unwittingly 
unleashing forces abroad whose conse¬ 


quences others would suffer much 
sooner than the Americans. 

It is however doubtful if the Ameri¬ 
cans could cscajv them too long. The 
US liberal policy comprises thicc 
negativc.s : 

(I) No more mililaiy assistance. 

(2 1 No more economic assistance if 
possible and only a little through inter- 
nationalagcncics. if necessary. 

(3) No more poliiicMl commitments 
abroad. 

Here is a supposedly peifect triple 
formula to blanket out the world 
in the vain hope of permitting 
Americans at home (o solve domestic 
problems which their unrcstiictedafflu- 
ence has created. It is nearly as pro¬ 
found as the old Chinese prescription: 
Hear no c\ il: sec no e\ d: do no ev il. 

Amoral Approach 

The liberals w'ould have no truck 
with military assistance although one 
would have imagined that helping 
Ihrcalened countries lo stand on their 
own dcfeiiMvc foci would be the most 
plausible way ol escaping physical in¬ 
volvement. And there is no greater 
proof ol Ihcii negligence and their 
amoral aptu’oach than their mcieasiiig 
clamour about the dangers of conli- 
luiing economic aid. 

Then cussed attitude is best leHccted 
in the report of the hoieign Relations 
Committee on aid authon/alion. It 
says ll'iU “the focus of the committee 
this year was not on the si/c or make¬ 
up of an aid bill but on whether there 
should be an aid bill at all.” 

At another stage n adds : When 

all is considered, it is remarkable that 
the com mil ice ha'* iccomendeda loreign 
aid bill at all this year.” 

These passages reveal (hat the com¬ 
mittee, which now has a majority 
of Fulbright liberals, actively discussed 
discontinuing aid. I iickily for the 
world il grudingly came lo the conclu¬ 
sion that “the progiammc is in the na¬ 
tional interest and should be continued 
until a belter allernalive is found.” 

The continuation, how'cvcr, is at an 
increasingly slower pace, l or economic 
development, the amount has dropped 
from 1.9 billion dollars in I968 to 
1.38 billion in I969. This financial 
year, the Congress was unable lo pass 
any aid bill at all. Now the i|uesiit)n 
before the new session of Congress is 
whether there should be a new appro¬ 
priation bill or whether a “conti¬ 
nuing resolution” should be passed for 
the remaining fiscal year. If this hap¬ 
pens, last year's meagre aid level would 
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prevail which means S 1.38 billion. This 
would enable the US government to 
*oan India only half the amount she 
expects to receive, further slowing Iver 
^^conomic progress. 

One thing is e'ear. Congress has re- 
ma i n cd u n I n fl uenced by Lesle r Pea rso n' s 
Report of the Commission on Inter¬ 
national 13cvelopmcnt that India is a 
major test of whether development can 
be significantly accelerated through ex¬ 
ternal assistance “and by her record of 
success and even l>y her green revolu¬ 
tion. one of the authentic marvels of 
our times/’ as Lester Pearson says. 

Nor has the commission’s assertion 
that India can do much better in the 
seventies than in tlic sixties found a 
favomable echo. The result is that 
India will continue to receive hall her 
agreed needs in IfS aid and also less 
than hall* from the world as a whole 
against the ooinmissioti’s recommen¬ 
dation of S 2 billion per year. 

internal Compulsion 

pLiture congressional action would 
more likely be inlluenced by the impend¬ 
ing report of the presidential task force 
headed by Rudolph Peterson ol the 
Bank of America in California. Aid 
has been the subject of frequent micro¬ 
scopic examinations. Each new probe 
by a new group sufl'ers from the internal 
compulsion of changing the structure of 
aid as well as its content in keeping 
with domestic |>olitical opinion. 

Aid is now a dirty word, I would not 
be suprised if it is dismembered so that 
bits and pieces of the whole can live in 
different garbs in various other govern¬ 
mental departments or in international 
organizations. 

There is talk of transfering technical 
aid to a separate federal agency as 
President’s Science Adv isory Committee 
has suggested. Senator Fulbright is 
pushing for ehanelling economic loans 
largely through the World Bank. It 
these two ideas are accepted by the 
Peterson Committee, there would not 
be much left of US aid as we have 
know'n it. Thole will not he many res- 
oiuvcs with the Agency for International 
Aid lo administer. Tn fact, the name 
ot the agency would become a misno¬ 
mer. It is doubtful if it would stay. 

It is time, therefore, to ready an epi¬ 
taph for the Agency for International 
Aid, a happy coinage of the illustrous 
Kennedy reginie. Aid reflected the ima- 
ginalivethinking of the youthful Presi¬ 
dent and his helief that it is neither 
healthy nor moral for the US not to 
share her bounty with the rest of the 
world. He believed that it was down- 
righi unnecessary for the US lo slew 
in its own jiiicx fruit of abundance. A 
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country can wallow in wealth as in 
mire and come out slinking rich or 
stinking poor. There is not much 
odoriferous difference between the two. 

It was in the Kennedy regime that 
India initially received promise of a 
billion dollars in aid in two years thus 
retrieving her from the sloughs of a 
depression. Kennedy thus sought to 
weave a happy bond between the two 
countries. He was succeeding more 
than any other President in improving 
relations between the two democracies 
when he was killed. Seven years after 
him. an institution of which he was 
author is in doldrums. 

The Agency for International Aid 
which he renamed may change or dis¬ 
appear, aid will probably slay" but only 
a little longer, it needs to he made the 
best of as along as it lasts. 

The uncertainty surrounding it is due 
to many reasons. They arc both do- 
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mesticand mternational. Some of them 
are well known. One reason is not 
often stated with requisite candour. It 
relates to the attitude of the recipient 
countries. 

Some countries, distrubed by the fear 
of subservience, sought to demonstrate 
their independence by mouthing criti¬ 
cism of the donor. President Nasser 
played the game uncouthly and blatant¬ 
ly. There were others in the same cate¬ 
gory souring the atmosphere in which 
aid flourished. President Sukarno was 
another. India was only a shade more 
subtle. 

Their technique of twisting Uncle 
Sam’s arm to prove that they had re¬ 
mained uninfluenced by his fiivours had 
the predictable result of strangulating 
aid at the source. 

So when the epitaph is written, and 
it cannot be long delayed, it would need 
to be noted that it died at the hands of 
donors as well as the recipients. 
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The Indian Express has rightly taken the Prime 
Minister to (ask for her amazing outburst 
that she could topple the C. B. Gupta ministry 
in Uttar Pradesh in a trice if she wanted to. 
Nothing succeeds like success, said Oscar 
Wilde, and Mrs Gandhi apparently subscribes 
to this view. Having successfully contrived the 
defeat of the official Congress candidate for the 
office of the President of the Republic, Mrs 
Gandhi seems to have convinced herself that 
everyone who holds a public or political office 
of importance in the country does so at her 
pleasure. This is arrogance of a kind which no 
democratic community can tolerate in its 
politicians without losing its own self-respect— 
and I am puzzled, indeed, how Mrs Indira 
Gandhi, who is rated by some to be a shrewd 
and skilful politician, could have been so 
indiscreet as to have inflicted such wanton 
damage on her own public image. At this 
rate it would not be necessary for her political 
opponents to prove her guilty of possessing an 
authoritarian mind; she would surely end by 
convicting herself out of her own mouth. 

The Indian Express is also completely justified 
in pointing out that the Prime Minister's alti¬ 
tude constitutes a grave threat to the spirit of 
India’s federal constitution. Mrs Gandhi is, 
sadly mistaken, indeed, if she belicvrs that it 
is t)ne of the prerogatives of her oflicc to be 
entitled to cajole or coerce ministries in the 
stales or their chief ministers to do her bid¬ 
ding. In the past many months, while figitting for 
her political survival- a process which promises 
to continue for some time to come she has 
been trying to use the golden handshake or the 
mailed fist, as the f»ccasion might seem to 
warrant, in her eitdeavour to find allies or 
counter opponents in state governments. Thus, 
while chief ministers, such as Mr K^ininanidhi 
of lamil Naciu, have been courted with poli¬ 
tical bribes of one kind or the other, inconve¬ 
nient satraps, such as Mr C.B. Gupta, have been 
nought to be cowed down by political blackmail 
of various kinds. If the Prime Minister perse¬ 
veres in these wild and w'icked ways of hers, 
such hcaltliy conventions as ha\'c been set up 
foi the federal functioning of the Constitution 
would soon join the list of casualties of the 
power struggle she hjis unlcaslted on the coun¬ 
try. Mrs Indira GandJti must realise that Iter 
leadership of tlie ruling party at the centre 
docs not confer on her any authority or right 
of overlordship over scale ministries or their 
chief ministers. Again, if it is her contention 
that she is entitled to function as a party leader 
as well as Prime Minister, it is high time that 
public opinion in the country had made it 
impossible for her to abuse the resources of 
her prime ministership for furthering the 
factional interests of her parly. 


It is, indeed, a major scandal that Assam's 
aged and ailing Chief Minister is being pres¬ 
surised to lin^r in office mainly because it is 
inconvenient for the Indira Gandhi faction to 
take on at the present time the problem of the 
succession to the leadership of the Congress 
l^islature party in Assam. Wc are told, on the 
one hand, that the veterans should be en¬ 
couraged to relinquish office and .seek retire- 
m^t. On the other hand, when it happens to 
suit the mean calculations of the power struggle, 
even elderly politicians, who have reluctantly 
come to (he conclusion that it is physically 
impossible for them to carry on in positions of 


responsibility, are being virtually commanded 
lo die at their post. Mr B, P. Chaliho has serv¬ 
ed his party and his state well over a long period 
of years. He has thereby earned the right to 
call it a day, especially when he has been fre¬ 
quently falling seriously ill. It may be a matter 
of great moment for (he Prime Minister per¬ 
sonally and politically that Assam should be 
made safe for Mr Fakhruddin Ali Ahmed 
before Mr Chaliha may be permitted to quit 
the political stage, but it is certainly not good 
for the country or for Assam that opportunism 
of this kind should l>e practised without being 
challenged. 


Age or ill health of persons holding high 
office, however,.-may not always be a cause ('f 
embarrassment for the Prime Minister. There 
is, for instance, Mr I>. R. Gadgil, Deputy 
Chairman of the Planning Commission, whose 
reported intention to resign, if pressed, is 
unlikely to upset Mrs Indira Gandhi. On the 
contrary, she would certainly welcome a vac¬ 
ancy in the top executive position in the Plan¬ 
ning Commission iis this w'cnild aflord her 
another opportunity to pay Ijcr political debts 
or disburse pairoridgc. It is, of course, natural 
and necessary that Mr Gadgil should retire, 
if only tor reasons of health. The point of 
interest is wlio would be chosen to succeed him 
and for what reasons. 

It is alreiidy being suggested in the press that 
Mrs Gandhi would be inclined (o settle for 
Mr C. Subramaniam. 'fhis would he a good 
choice for more than one reason. In ihc first 
place, Mr Subramaniam is certainly well- 
qualified, particularly in the political sense, to 
function at the licad of the Planning Com¬ 
mission in an Indira Gandhi administration. 
Secondly, if he is accommodated in the Plan¬ 
ning Commission to lii.s satisfaction and hers, 
the country will be spared the unseemly spec¬ 
tacle of his scouring the country for a safe 
constituency for the Lok Sabha. 

There is. to be sure, the problem of Mr R. 
Venkataraman, wlio is Mcmlicr in charge of 
Industries in the Planning Commission. In the 
ordinary course, he should succeed Mr Gadgil, 
not because he has been particularly brilliant 
in the Planning Commission, but because he is 
as good a candidate for the job a$ any that Mrs 
Indira Gandhi is likely to be able to discover or 
invent. The trouble with Mr Venkataraman, 
from the Prime Minister’s point of view, how¬ 
ever, is that he has been far too closely asso¬ 
ciated with Mr Kamarai. It is, no doubt, possible 
that Mr Venkataraman may also be one of 
those politicians w'ho have newly discovered the 
usefulness of a ready or responsive conscience. 
But so long as the Prime Minister is able to 
.shop on a fairly wide front, she may well be of 
the opinion that she need not opt for some one 
whose inner loyalty to her or her faction can¬ 
not be taken for granted. 


Whether Mr L.K. Jha lias been kicked up¬ 
stairs or kicked downstairs could perhaps be a 
matlorof opinion. That he has been kicked 
all right is not to be seriously debated. It is 
some comfort, of course, that, even if the Re¬ 
serve Bank may stand to lose through the trans¬ 
literation of Mr Jha from its governorship to 
the ambassadorship in Washington, it may 
certainly be suggested that our embassy in the 
capital of the US would probably be a gainer 
in the process. It could be that some of Mr 
Jha's massive reputation for wisdom in matters 


administrative or brilliance in matters economic 
is mciely massive, but there is no gainsaying 
the fact (hat, like Mr K.B. tail, he is by (min¬ 
ing and temperament a person who takes plea¬ 
sure and pride in tlie constructive pursuit of (he 
purposes of good and cficctive government. 
His appointment as our ambassador m Wa- 
.shingion should boost the morale of such of 
our businessmen as arc planning to strengtiicn 
and promote fruitful relations with US capital 
and enterprise in selling up new industries in 
our country. By the same (oken, Mr Jha's 
presence in Washington could have a reassuring 
and encouraging impact on American business 
judgmcni as it proceeds to take a view of the 
invcstmt:nt possibilities of India in the new de¬ 
cade. 


Mrs I'arkcshwari Sinha is reported to have 
rcniprkcd that Khan Abdul Ghuflar Khan, when 
he arrived in this country, was talking like 
Mahairim Ciandhi but is now, in the latter part 
of his tour, talking like Mobd Ali Jinnab. 
Wha" site says is not true. Fven if it is, it 
would rcflicl more on our country than on 
Hadshah Khan in the sense that the prevailing 
conditions in our country arc such that they 
ciin (urn a Mahatma Gandhi into a Mohd Ali 
Jinnah ovcrniglu. J wonder w ticthcr this impli¬ 
cation of her words occurred to Mrs Sinha at 
ill. in any ease, it docs nocrcilii lo lier in¬ 
telligence at all that .she .should cM-n .'-ccm to 
questii'n the fttfes of the Frontier Gandhi. 
It is not necessary, of course, that vvi should 
agree with cvcryihinji! the! he has been saying, 
but wc should certainly l'>c maluie enough 
to be able to listen with patience and, goodwill 
lo persons of .such obvious sincerity as Khan 
Abdul G ha (far Khan. U would be a sad day 
indeed when we, as a people, arc no longer in a 
position lo tolerate crilicisin even when ii comes 
from sc<urces which arc friendly and w^ell- 
mcaning. 

11 is perhaps loo much to expect of Mrs 
Tarkeshwari Sinha that she will alway.s be dis¬ 
creet in her public utterances. It should, how¬ 
ever, be possible to expect of |>copIc, such as 
Dr V.K.R.V. Rao, the Minister for Fdiiculion 
in the central government, that he should dis¬ 
play a certain sense of responsibility in his 
statements and observations. Speaking in the 
capital recently. Dr Rao commented on cer¬ 
tain trends or devck*pmcnts in Australian poli¬ 
tics or public atTairs which might be taken to 
indicate the emergence of more liberal attitudes 
in that country towards racial questions. Here 
he was, undoubtedly, right. Bt»t he was clerirly 
on less firm ground when lie declared that he 
was convinced that Australia would revise, in 
the near future, its immigration policy in the 
direction of the rcmovTl of racial di.scrimination. 
7 wonder whether Dr Rao really believes liiat 
this would be the case. It he df)e.s, then he must 
be living in a private world of his own. It is, 
of course, entirely proper that wc should be 
saying polite Lnd courteous things to or about 
friendly countries, such cs Australia, lint thi.s 
docs not warrant men in responsible positions, 
such as Dr Rao, making stalcments whicli 
must lax the credulity of any informed iXTstui. 
Among Uic meny professiimal hazards of men 
in politics or public life is the credibility gap and, 
agile as Dr Rao is, mentally and otherwise, he 
should not deliberately try to create for himself 
a credibility gap of a kind which even he may 
find too wide to hop over. 

V. B 
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Trade Winds 


DKPklXJAIION Allow ANCE 

f iNAi, K('lks to anicTKl the provisicias in the 
Jncoitic-iax Hulcs. 1962, relating to the rales 
of depreciation allowances and connected 
matters, have been notilied by the 
Ministry of I'inance (Central Board 
ol J>ircct laxcH), in a Gamie of India extra¬ 
ordinary dated December 29, 1969. ihesc rules 
have been fornmlalcd after considering public 
coimnenis and suggesiams on the draft 
rules published earlier on the same sub¬ 
ject 'I hc scheme of sirnplilicalinn efl’ceted 
through tl»e present amcndnicnis, essentially, 
consists in dassilyuig machinery and plant 
under seven brt>dil categories ttf uscUd lives, 
vsiill rales of dcprccbiitm ot 5 per cent. H> per 
cent, I per cent, 20 per cent. 30 per cent, 
40 f>er cent ami KM) per cent, m replacement 
of the sevenicen diflcreni rate'^ ranging from 
2 s per cent u» ItK) per com. 

Under the new scheme, tlie genera) and rcsi- 
dicoy r.oc of deprcctaiinn in respect ivf tnaciii- 
i>er> nrul plant will he 10 per ami, whicli would 
lx.’ applicable to all items of nuiehinery and 
pl.iiit not coming under the lower sisecific 
rate of per cent or any of the higher sficcihc 
rates of per cent. 20 per cent. 30 per cent, 
40 tKM cent or 100 per cent. Items of machi¬ 
nery and plant which have a uscrul life of one 
or two years, and for which the earlier rules 
did n(M prescribe any spccifiv^ rate of deprecia¬ 
tion but provided for deduction of only ilie 
cost of 1 ‘OJiewul thereof, have been classified 
under the rate category of 100 per cent, tins 
means that the actual cost of sucii machinery 
and plant will lx‘ deductible as depiecialion 
allowance for the year in which they arc first 
bvonglu into use. 1’his is apart from the provi¬ 
sion in the Income-tax Act under winch the 
whole of the actual cost of any machinery' or 
plant costing up lo Rs 750 is deductible by w;ay 
of depreciation allowance for the year in which 
such machinery or plant is first put to use by 
the assessec for the purpose of his business or 
prolession. Tins latter provision applies also 
in respect v»l machinery and plant lor which the 
rate ol depreciation under the rules is lcs,s than 
100 per cent. 


Another important change brought about 
through the amendment is that dcprt'ciaiion 
would be alli'wcd for the full year even in res¬ 
id'd of assets which had been used only for 
u sliort iMjriod during the year- Modification 
has aK<' bt'cn efVected in regard to tlie calcu¬ 
lation ol extra shift allowance for multiple 
shift working of plant and machinery. 1‘ho 
extra allowance will continue to be allowtHi in 
pri>po’Uon lo the number of days of multiple 
filuO \orking !•' the “normal working period”, 
an i will be limited t<^ 5tl per cent of the normal 
alh'wancc for double sliili working and to an 
amount equal lo the normal allowance for 
triple shift working. '^Normal w'orking period", 
for this purpose, will bo taken lo he equal to 
the aumix'r ot days for which the concern 
worked at least one shilr during the year, sub¬ 
ject to a minimum of IKl) days in the case of a 
seas( nal factory and 240 vlays in tlie case of nny 
otlier factory, fr^stead of the standard figure of 
300 days under the earlier rules. 

The rules also provide for the giant of extra 
dotneciaiion allowance ol an amount ajual to 
.SO per cent of the ni'nnal allowance in respect 
ol macliinery and plan) installed in an approved 
hole! run hv an Indian company. This measure 
is design il to encourage the selling up of hotels 


of the required standard necessary for attracling 
louris, . 

'I'hc new rates and method for calculating 
depreciation allowances will apply from the 
assessment year 1970-71, that is, with reference 
to income of the financial year 1969-70 or 
oilier accounting year corresponding to it. 

INDO-YUGOSUAV TRADE 

Addressing newsmen here last week, Mr K 
K. Jajodia, Chairman of the indo-Vugoslav 
business group of C alcutta, who led the second 
Indian busincs.smcirs delegation to Belgrade 
in Scptemlicr last, expressed the viewlhat the 
Indo-Y ugoslav tiade could be .stepped up to 
as much as Ks 100 co'res a year, provided, of 
course, a right approacli was made by the two 
countries. In 1969, Mr Ja,iodia observed with a 
good deal of satisfaction, our export,s to Yugos¬ 
lavia at about Rs 26 crores were nearly double 
of the 196^ exports. With our imports from this 
country being around eight crores of rur*ees, 
we had in 1969 a tiade tnilancc in our favour 
to the impressive tigurc of iieaily Rs 18 crores. 
In view of tile credits made available to us by 
Yugoslavia in the past, Mr Jajodia opined, we 
have to continue concerted ctlorts to increase 
our cxpi'ris to this country further. He said 
that we will have lo have a favourable trade 
balaJU'c with Yugoslavia lo the tunc of at 
leas! Rs IX crores ft'r the next two or three 
years and to a somewhat smaller extent in 
the subsequent seven to eight years. Mr 
Jaiodia welcomed the recent signing of a new 
tratlc agreement with Yugoslavia which has 
exlended the rupee payment arrangement 
between the iwo countries till March, 1972. 

The measures which the delegation has sug¬ 
gested for fostering Indo-Yugoslav trade fur¬ 
ther arc contained in its report submitted to 
ihe Government of India a few days ago. Two 
sets of measures have bc'en recommended by 
the delegation. (Jn one set, action will have to 
be taken by the Government of India. On tiie 
other, the Yugoslav government has to lake 
action. 

Among the steps lo be taken by the Govern¬ 
ment of India, the more important arc: fi) 
there is need for a better study of the Yugoslav 
market for both llic traditional and non- 
traditional goods of Indian origin; (iVi the list 
of items a\ailablc for exports from India needs 
to bo enlarged to include engineering goods for 
which there is a good scope in the Yugoslav 
market: (i/i) the lurifT concessions which are 
available undci tlie tripartite trade and col¬ 
laboration agreement between India, the HAR 
and Yugoslavia, on 557 items, ought lo be 
made applicable to .several other item.s also, 
including plvwood and veneers, sanitary-wares, 
rubber and canvas, footwear, flat glas.s, vacuum 
flasks ami rubber chemicals; (n ) the imporhn))^c 
of holding in Yugoslavia consignment stocks 
of (Hir engineering goods to ensure prompt 
delivery to the importers in th.at country should 
be better realised* (i) the Government of India 
should also con.sidcr the question of sharing 
the expenses incurred bv Indian exporters on 
building warehousing facilities in Yugoslavia; 
( 17 ) the opening of an exclusive dcpartniOTt 
store in Yugoslavia for the sale of Indian 
goods ought also be considered; (vii) os the 
dinar is becoming a hard curr^jpey, the com¬ 
plaint of the Yugoslav importers that we are 
charging higher prices for our steel exports to 
Yugoslavia, as compared lo the exports to thif 
free currency area, should be looked into; (vii) 
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tbete (houM be more exchange of goos omt 
value basis—the manufacture of selected items 
should be taken up in the two countries on 
complementary basis* 

The delegation has also expressed itself in 
favour of encouraging exports to third countries, 
it lays great emphasis on improving publicity 
of our goods in Yugoslavia and greater parti¬ 
cipation in Yugoslav trade fairs. The delegation 
further suggests that the means of air travel and 
communications between India and Yugoslavia 
should be made much faster than they arc at 
present. 

The important measures suggested by the 
delegation for the consideration of the Yugos¬ 
lav government arc: (i) in view of tlte chang¬ 
ing pattern of India's imports, the list of goods 
available for export from Yusgoslavia may be 
widened; (ii) the Yugoslav exporters to India 
should be accorded the facility of retaining 
some of their foreign exchange earnings as is 
being allowed in the case of exporters to other 
countries; (iii) iht list of goods prepared by 
Yugoslavia for exclusive imports from deve¬ 
loping counlries ought to be made more com¬ 
prehensive - it should include such new items as 
pipes and tubes, steel wire ro^*»es, small and 
liand tools, c*^mprc.ssors, machine tools, pumps, 
excavators and other earth moving equipment, 
autvi parts and ancillaries, petrol station equip¬ 
ment, fluorescent tubes and lirtings, paints and 
varnishes, plywoovl and veneers, woven fabrics 
of synthetic fibres, etc.; (/v) the Yugoslav im¬ 
porters should be given the shipping freight 
subsidy on Indian good<« even though the.se 
goods are carried in ships other than those 
registered in that country (this is consiilcrcd 
cs>«ntial because space on Yugoslav ships is 
not sometimes available): ti) import licences 
should he issued to Yugoslav importers pro¬ 
mptly. especially for those items which arc 
included in the trade agreement^ ivi) the credit 
regulations ought to be suitably amended- ■ 
at present the Yugo.slav banks give seven 
months' crevUt to finance imports from India, 
the credit is for 70 per cent value of goods to 
be imported; the advantage of this credit is 
nullified because of the long time taken for 
getting goods from Indian exporters to Yugos¬ 
lavia. 

The delegation has .suggested that the Yugos¬ 
lav government may also accept part lenders 
from Indian suppliers of equipment and machi¬ 
nery for projects. Ahhough the Indian suppliers, 
it says, arc not in a position to bid for ct>mplcte 
projects, they can do so for several types of 
equipment. 

INDO-U.S. TRADE 

Ways and means to improve bilatcial trade 
between this country and the US were proposed 
to be discussed in Washington between a hi|;h- 
Icvcl Indian delegation consisting of Foreign 
I'rade Minister MrB.R. Bhagat and Secretary 
Mr K.B. L all and the US Secretary of Commerce 
Mr Maurice Stares. Mr Bhagat has proposed to 
seek a substantial increase in US imports 
from this country. This can be achieved through 
the adoption of a generalised scheme of pre¬ 
ferences by the US, it is felt. There is consider¬ 
able scope for stepping up exports of labour- 
intensive industrial products to the US 
markets. Besides, giving a fillip to India’s 
industrial production, such exports would 
lend mutuality to its trade with the US. 
Mr Bhagat left for the US on January, 20. 
The delegation also proposes to visit New York, 
Chicago and other commercial centres to hold 
discussions with business Jea^rs and trade 
associations on problems relating to Indo-US 
trade. 

assistance from netherland 

An agreement between the union govern¬ 
ment and the Nethcrland^s government for 
general purpose loan of forty million guilders 
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equivalent to 11 2 million dollars for this coun* 
tiy*s development plans was signed on Jon^ 
uaty 9,1970, at The The loan is payable 
in thirty years with ei^t years' grace period 
and 2i per cent interest. 

LEIPZIG SPRING FAIR 

The Leipzig Spring Fair will be held from 
March I to March 10, 1970, in this ancient 
town in the Gennan Democratic Republic. 
More than 10,000 exhibitors from 65 countries 
will show their latest developments on a total 
exhibition space of 350,000 $q. metres. Like 
every year, the Leipzig Spring Fair in 1970 will 
be again a highlight in the international eco¬ 
nomic life. Approximately 600,000 business¬ 
men, scientists and technical experts from about 
80 suites are expected to pay visit, according to 
the information available with the tnanuge- 
me*n of the l.eipzig Spring Fair authorities. 
The Leip/ig Spring Fair will also reflect the 
economic grtiwth of the German Donocralic 
Republic during the 20 years of her existence. 
The export industry of the German Democratic 
Republic will be represented by 4,300 enterpri¬ 
ses .showing their developments in different 
fields. 

At this Fail, this countiy will be one of the 
biggest exhibitors among the overseas ciiunirics. 
According to the latest information 190 exhibi¬ 
tors from varioii'i trade groups will exhibit their 
goods in Leipzig, and have booked J052.sq, 
metres of the exhibition space. One part t^f tJhs 
space will be on the collective pavilion and tiie 
other part in different commodity houses. 

.U TE EXPORTS 

Mr E. 1. Brown, Secrefar>, Tndi.in Jute Mills 
Association, stated recently that without gov¬ 
ernment assistance it would not be possible 
for the Indian jute industry cither to be com¬ 
petitive with Pakistan and synthetics <*r to 
maintain its position in the jutc world. He 
was addressing a meeting of the export promot¬ 
ion councils and commodity boards with the 
Federation of Indian Export Organisations. 
Referring to recent trends and the outlook for 
export for the next two or three years, lie 
added that sacking w.is now' a lost Ci)u.sc and 
that the industry had also begun to feel the 
impact of compeiilion in hessian and carpet 
backing. During the last 15 years sacking 
exports had fallen by approximately 4(X),()(X) 
tonnes while hessian export.s during the last 
fo e s ears had fallen by 50 pci cent from 490,000 
tonnes to 250,(XX) tonnes. Although, over the 
last 30 years, carpet backing exports had shown 
a dramatic increase, the year 1969, during which 
220.fXK) tonnes were shipped overseas, record¬ 
ed a fall in the growth rate. Mr Brown pointed 
out that shortages and high prices of jute 
goods during 1969 had helped to push buyers 
over to synthetics. 

TOBACCO EXPORTS 

A centrally sponsored scheme for the deve¬ 
lopment of Virginia flue-cured tobacco in the 
chief tobacco growing stales of Andhra Pradc-sh, 
Mysore, Gujarat and Tamil Nadu ha.s been 
taken up by the union government. The scheme 
has also been extended to the states of Maha¬ 
rashtra, Bihar and Orissa where exploratory 
trials for finding out the possibilities of deve- 
oping the cultivation of this variety on a 
commercial scale arc being explored. The union 

f ovemtnent has stmetion^ an amount of Rs 
4.62 lakhs to these states for the implementa¬ 
tion of the scheme during the current year. In 
spite of unfavourable weather conditions, parti¬ 
cularly in Andhra Pradesh, the scheme has 
made good progress. Against a target of 19,350 
acres for this year, an area of more than 22,000 
acre.s Itas been brought under cultivation. In 
all the states, except in Gujarat, the achieve¬ 
ment has exceeded the target. There ha.s been a 
slight shortfall m Gujarat mainly due to insuf¬ 


ficient rainfall during the season. In Andhra 
Pradesh the scheme had to tide over extremely 
unfavourable weather conditions due to heax'y 
rains and prevalence of cyclonic conditions. 
The quality of tobacco produced in Mysore 
has been of very high standard and a pro¬ 
gramme for ex()orting tobaa-o produced in the 
new areas has been taken up. 

AIXIMINRJM EXPORTS 

Union Minister of State for Mines, Metals, 
Petroleum and Chemicals. MrJagunnath Rao, 
stated in Bhubanesw'ar recently that this country 
would be in a position to export aluminium 
in two or three years. Mr Rao added that thi,s 
country was already sclf-sufflcicnt in aluminiuin 
production and it would lake another two or 
threx^ yeans to export aluminium sheets and 
finished goods. Mr Rao staled that a number of 
countries were interested in puichasing alumi¬ 
nium from this country. These touairies inc¬ 
luded Iran, Jie United Arab Republic and 
east European countries. 

DRUGS FOR U.K. 

A four-incmber delegation, which vidlc^-l 
the UK. reeoqtlv has succeeded in securinj.', ord¬ 
ers for such new drugs as p.iracettunil aiut 
salicyclic acid. Negotiations are undci w;i> of 
exporting vitaim IM2. These three new items 
alone arc expected to a fcirh foreign exchange 
worth Rs 10 lakhs. Exports of pharmacciiiica! 
chemicals from the country the UK amount¬ 
ed to over Ks 50 lakhs in l96;s-69 This con¬ 
sisted of traditninal items such as products id' 
castor oil, corti-costcroids and other sN'nihetic 
chemicals. I'lic delegation has now' identified 
that 35 new products can be included in the list 
of exportable items to the UK. According to 
Mr Dmesh Zaveri. chairman, drt/gs and phar¬ 
maceuticals panel of the F'xporl l*ronu»(ion 
Gouncjl, this couniry can easily stop up its 
exports to the UK by another cn>rc of rupees 
if prices arc competitive and delivencs arc 
prompt. Tile Indian goods are stated to compare 
w'cll in quality. The optimism about incrciising 
exports stems from the fact that UK's impt'ris 
of such products are about Rs 50 crores a year. 
Moreover, this country enjoys a pfcicrcniiel 
duly oi' 10 per cent. 

WAGONS FOR HUNC.4RV 

This country and Hungary have agreed to 
raise the level of (heir trade exchange in ilic 
current year substantially by introducing new 
items in the protocol signed recently. Besides 
traditional items, the country wdll export to 
Hungary ndiway wagons, asbestos concrete 
products, wire r<>pcs, automobile ancillaries, 
steel tubes and liitings, textile machinery, 
machine tools and cotton (cxtiie.s. India's 
principal imports during the year will be steel 
and steel products, tractors, axle and wheels 
for railways, air brakes and accessories, dump¬ 
ers, cliemicals, drugs and pharmaceuticals and 
pri'^ing machinery. Tt is estimated that trade 
in the current ycitr will rise to a level of Rs 59 
crores as compared to the level of Rs 30 to 35 
crores anticipated for 1969, Hungary imported 
500 railway wagons in the pa.st years and u new 
contract for supply of another 1,000 wagons was 
concluded by the STC recently. 

RAW COTTON BRICES 

While the export performance of cotton 
textiles in 1969, was creditable, the recent rise 
in cotton prices has created grave misgivings, 
not only about 3970 exports, but also about 
the running of the cotton textile industry, .stated 
the Chairman of the Federation of Indian Cham¬ 
bers of Commerce & lridu.stry, recently. The 
cotton season 1969-70 started with bright 
hopes of a bumper crop and availability of 
cotton at reasonable prices. But as time went 
byt -thc prices started spiralling for various 
reasons, one of which i$ said to be a downward 


adjustment in the crop estimate. Other reasons 
mentioned in this context arc the iicrmission 
given to the government managed mills to 
hold slocks of five months, and the capacity 
of the marketing cooperatives, in (he absence 
of any credit restriction on them, to buy at any 
price and to hold on to their stocks. The chair- 
iTian, tlverefore stated that if the industry’s 
health is not to Miflcr a relapse and if it is to 
resume its onward march on the exiwt front, 
the gitvernment should take urgent action to 
bridge the gap bctwc'cn the supply and deniaiui 
by adequate additional imports of coltot 
and staple fibre and impose cnedit restrictions 
on marketing co-operatives. 

INDUSIRIAI. COSTS .AND PRICES 

The union government has decided to 
cop’^tituic a Bureau <9' Industrial ( osts and 
Pru'cs in the Department of Industrial Deve¬ 
lopment. The bureau, which will Iv a high- 
power body, will lender advice on vurioiK is- 
.sue.x ixrrlaming to cost reduction and impiovc- 
inent of induslrrd etliciency and (he pricing 
problem in relation to industrial costs. 'Ihe 
constitution of (lie bureau follovxs a rccom- 
mouditiivuj made by tl>e Adminislralivc Ke-' 
forms UornmissioM concerning the sett mg up 
of a b'^dy to provide «ulvia to the government 
on ;i, cMniinumu basks on indu.sliial cosis and 
prices. 3'he bureau will iinderlal.e cost studies 
pertaining lo industries refcricd to it bv govi-rn- 
ment. It n)a\ also take up oi'st siudies for oiIicm- 
industiies where it feel’^ Mich inxcstie.atn'u to 
be desirable. !<' t'bl.iin niasiinum le.Milis at 
mminiiim cost , ihc bureau w dl have diserciion 
to seek the asvistance ol consuhants in its 
deli bet at ions. Ji will also mamuui close touvb 
with other agencies dealing with matters Hut 
hasc a heaiine on iiulii'tiial prices and costs. 
Its reports will be (X'ntideniial and will be 
submit led to government as and when nece^-- 
.sary. d'liev will tekde to industries or gn»ups 
of industries referred to it or even to any p.Tli- 
cular aspect of cost rednc'iv>n pei laming to any 
industry winch ii may deem fu lo study. 

FOOD DE(i>NrROL IN TAMIL NADU 

The Tamil Nadu government lias abolished 
the stati'iory rationing ir Madras and (’oimba- 
tore and ha.s removed all restrictions on move¬ 
ment of foodgrauis within dh siaic. except in 
regard to Thanjuvur disli id. The t ivil m ppbes 
cheekpo^t.s in the .state will also go e,\eepl 
around Tliapiavur district ;uid in tlie herder 
areas cf tlic slate. Vhe ore-riijiec a mca.sure 
rice .scheme operating in Mridru':, »»> bell areas 
and C'oimbatorc will, howcNcr, coniini,e, but 
it will be applicable uow' onward-* only to fami¬ 
lies with monthly income below Ks 2(K),. The 
decision was taken cm Janiary 8. but tljc card- 
liolders could draw their ration cinoti? oi nee 
till January, 31. 'Ihc C’hkl Minister of the 
slate indicated that the j’jrt^curenienl programme 
would continue for building up bufl'er stocks 
and to enable the gtivcinmcnt to meet its coni- 
mitmcnls under the cheaper rice scheme. 

AUTOMOBn.E TYRES AND TUBES 

The uni<>n government had under conside¬ 
ration for .some time the <|uc,stion of creating 
additional cajiacity for the manufacture of 
automobile tyrg.s and tulscs. It has now l>cen 
decided that it would be necessary to license 
additional capacity of the order of I -5 million 
numbers each in the first instance so a.s lo 
cater to pari of the demand that is likely to 
develop by 1973-74. With a view lo introduc¬ 
ing more competitive production in tins 
industry, the governnient has decided to en¬ 
courage new entrepreneurs specially for the ins¬ 
tallation of this extra capacity. Applications 
in the prcscrilxjd form from entrepreneurs 
intending to enter into the field of manufac¬ 
ture of automobile tyres and tubes arc invited 
so as to reach the Ministry of Industrial T>cve- 
lopment by February 28, 1970. 
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CWrRAI. BANK 

“ p'-css cDnlcrcacc a few 
days ago «m the occasion o\' the opening of a 
siafT iraininc* college of the hank in the capital, 
the custodian o1 tlic Central Hank of India, 
Mr V.C'. Patel, said that realising its responsi¬ 
bilities to the problem of ufitnipJoymcnt, the 
blink had put into operation a sell emph'y- 
ment sclicmc under which linancial assistance 
is made available to tcclinical tscrsonnel, retail 
traders and iwrsons who have business acumen 
or experience or have \iahle projects. 

The deposits of the bank, Mr Patel revealed, 
aggregated Ks 51tf) crorcs as on f)cccinbcr 31, 
1969, subject to audit. I’hc advances stood at 
Ks 3411 crores fhe increase in the deposits of 
the bank in 1969 was nearly 15 -7 per tent, as 
against 14 -4 per com tor banking system as a 
whole. I he improvement in loans and advances 
was IH 6 per cent, as against I.*' 7 per cent. 
Ill terms of ouanium, the increase in deposits 
in I9fi»9 at over Hs 68 crores was the highest 
for any year in the 50-year history ol the bank, 

Ihe Central Bank, Mr Patel furtlier revealed, 
opened as many as 169 branches in 1969 
the highest number of branches opened by any 
bank, in this year, except t)\c State Rank of 
India. Ihis rai.sed the total number of branches 
of the bank to 67h .Auivihcr nearly 150 branch¬ 
es ate expected to be opened by the bank bv 
June this year. 

Mr Patel claimed ibia even before the 
National Credit Couneil had fixed individual 
targets t(>r banks for extending loans to smidl- 
.scalo industries, the Ceniral Bank had .sanc¬ 
tioned limits amounting to Rs 48 crorcs as on 
June 30 last year, comprising 3,4H) units. The 
bank was able to complete and even rupees 
comtorlablv the target of nix erorcs of rupees* 
lixed for il in 196S-69. by covering 710 units 
and sanctioning them over Rs 14 emres addi¬ 
tional laciliiics. Tile highest target of eight 
erorcs of iiipces additional credit fixed for 
1969-70. Mr Patel fell, would also be accom¬ 
plished. 

In respect t'f credit for agriculture, the per¬ 
formance of the Central Hank. Mr Patel said, 
was extremely impressive. On October 31, 1969, 
the Ixmk had 17,100 accounts with ilic aggre¬ 
gate limit of Rs 36 -42 crorcs and availmcnt of 
Rs 30 39 crores. The It'tal agricultural schemes 
approved by the bank by November 196*^, 
were for mote than Rs '^5 crorcs credit. 

'fhe (.'cniial Rank, Mr Patel recalled, had 
received liio exj^ori performance aw'ard for 
1968-6'^ It had that year a total turnover in 
cxpoi i credit amoimting ti) over Rs 149 croavs. 
Of this, tradiiional exports ,'wcounted for Rs 
ii5 croixrs and non-fraditionl exports for Rs 
34 cToa's. 

Talking about ilic slalf training centres, Mr 
F^iitel said that .30 such centres had already been 
opened by the bank, fhev imparled training to 
newly recruited clerks. 3 he small banks in the 
country which did not fiavc their own iraining 
facilities, Mr Patel added, had been approach¬ 
ed to send their staff for training at the C’ential 
Band’s training centres. 

IMPKRIAI. TOBACCO 

The Imperial Tobacco Co, of India 
enters the capital market with an issue of 3‘79 


million equity shares of Rs 10 each at a pre¬ 
mium of Rs .3 pel share. Out of this, 
500,<K)0 sliares arc being issued as rights shares 
to the existing shareholders in the ratio of 
one share lor every two held and the remain¬ 
ing 3 '29 million shares are Offered to the pub¬ 
lic. The subscription list will open on January 
27 and close on i-ehruary 5, but not before 
January 29. The entire amount of Rs 13 per 
share is payable on application. The entire 
issue has been undtMwrittcn, The proceeds of 
the present issue will enable the company to 
embark on an extensive plant and machinery 
modernisation programme at an estimated cost 
of Rs 4 crores. This is expected to improve 
productivity and meet the increasing demand 
lor cigarettes in this country. The balance of 
the amount being raised, together with bank 
and other borrowing facilities, will provide 
additional working capital to meet the higher 
costs of slocks of leaf tobacco, wrapping and 
other materials and manufactured goods. 
According to Mr A. N. Haksar, chairman of 
the company, the turnover in the first six 
months of the current year has amounted to 
Rs 69.24 crorcs and profit before taxation to 
Rs .3.74 crorcs. 1 he turnover is expected to 
exceed the level of Rs 140 crorcs and profit 
before taxation to about Rs 7 crores for the 
year ending March 31, 1970. The conrpany 
paid a dividend of 13 per cent for the year 
1968- 6*) and an interim dividend of (il per 
cent for the current year. The directors iiope to 
lecoinmond a final dividend of not less than 
6i per cent in August 1970 on the increased 
share capital. The final dividend will be paid 
f>n all shares. Mr llaksar said that after the 
issue the public in this country will hold over 
25 per cent of the cquiiv capital. The directors 
arc confident of the compciny’s progrcf>s which 
will be enhanced by the programme of moder¬ 
nisation. 

ANnilRA PRADKSH PAPER 

Andhra Pradesh Paper Mills Ltd in 
which Hie West Coast Paper Mills Ltd. 
(Somani group) lias a substantial interest, 
offered for public subscription 75,0t)0 equity 
shares ol Rs 100 each at par. 1 he subscription 
list opened on January 21, 1970, to close on 
January 30 or earlier, but not before January 23. 
'The company was promoted in June 1964 by the 
West Coast Paper Mills Limited to lake over 
Andhra Paper Mills owned by the Government 
of Andhra Pradesh which had a lO-tonnc-a- 
day integrated old paper unit with plant and 
equipment to be erected to raise the capacity 
to 70 tiinnes a day. The Andhra Pradesh gov¬ 
ernment could not proceed with it. Since then 
the West Coast Paper Mills took over and had 
l'»ccn implementing the expansion scheme, 
while the Andhra Pradesh government retain¬ 
ed a minority interest in the capital of the com¬ 
pany. The expansion programme is being 
implemented in two stages. The plant went 
into commercial production in July 1967. 
Since July the company has undertaken the 
second phase c>f cxpan.sion by adding certain 
balancing equipment. The plant is manufactur¬ 
ing today 70 tonnes a day as against its rated 
capacity of 30 tonnes a day. It is expected that 
the plant will produce 50,000 tonnes per annum. 
The overall cost of expansion is estimated at 
Rs 14.24 crorcs. The object of the present 
issue is to meet part of the hniVK'e for the 
expansion programme. This is being met 
through Rs 4 crorcs already issued, Rs 75 
lakhs from the proposed issue, R$ 6.47 crores 
through term loans, Rs 1.99 crores on a defer¬ 


red pay^nent, Rs 20.50 lakhs through insunuioe 
claims and Rs 85 lakhs on miscellaneous ac¬ 
count. 

NAGPAL REFINERY 

Nagpal Petro-Chem Refining Ltd, proposes 
to enter the capital market shortly with a pub¬ 
lic issue of Rs 1 *73 crores comprising 1,230,000 
equity shares of Rs 10 eacli (Rs 123 lakhs) 
and 50,000 (9 -5 per cent) cumulative redeem¬ 
able preference sliares of Rs 100 each (Rs 50 
lakhs) at par. A sum of Rs 5 per equity share 
and Rs 50 per preference share is payable on 
application. Incorporated in May 1967 and 
converted into a public limited company in 
January 1969 the company has plans to set up 
a plant near Madras for the manufacture of 
transformer and other speciality oils. The com¬ 
pany’s name is proposed to be changed later to 
Nagpal Ambadi Petro-Chem Refining Ltd. 
This is expected to take effect some time after 
the subscription lists have been closed. The 
company holds a licence for manufacturing 
annually 15,000 tonnes of transformer oil, 
8.000 tonnes of agricultural spray oils, 
white mineral oils, petroleum and petroleum 
sulfonates and concentrates and 16,500 tonnes 
of oleum for captive use. It lias entered into two 
technical collaboration agreements with Witco 
Chemical Corporation, USA. for the use of 
the process know-how and complete plant 
design. These agreements have been approved 
by the union government. The company’s 
authorised capital is Rs 7 crores (Rs 6 
crorcs in equity share and Rs 1 crore in 
preference shares). The issued, subscribed and 
paid-up capital is Rs 77 lakhs in equity shares, 

SOM AN Y-PJI KINGTONS 

Somany-Pilkingtons Ltd will enter tic 
capital market with a public issue of 108,800 
equity shares of Rs 10 each and 10,000 (9.5 
per cent) cumulative redeemable preference 
shares of Rs 100 each. The subscription list will 
open on January 27 and clo.se on February 5. 
A sum of Rs 5 per equity .share is payable 
on application. The entire public issue has 
been underwritten. The company is issuing 
equity capital of Rs 15.68 lakhs and the pre¬ 
ference capital of Rs 10 lakhs. Of this, equity 
shares of the value of Rs 4.8 lakhs arc reserved 
for the company’s collaborators, Pilkingtons 
Tiles l.td, UK, for paymeni against the 
supply of plant and equipment. The proceeds 
of the issue will be utilised to meet a pari of the 
finance for setting up a plant to produce glazed 
tiles. The plant is expected to commence pro¬ 
duction by the middle of 1971. The necessary 
raw j>iatcrials are locally available. 

TIME INDUSTRIES 

Time Industries India Ltd will enter the 
capital market with an issue of R.s 13.50 lakhs. 
The subscription list will open on Januaiy 22 
and close on February 3,1970, or earlier at the 
discretion of the directors but not before 
January 27, 1970, The company has an 
authori.sed capital of Rs 25 lakhs and issued 
and subscribed capita] of Rs 7,50 lakhs. 
The company proposes to set up a factory 
near Ahmedabad to manufacture 120,000 
alarum timepieces every year for which 
machinery has already been ordered from 
Switzerland, West Germany and the UK. 
The company has entered into an agree¬ 
ment with Gujarat Industrial Development 
Corporation (GIDC) for a piece of land whidi 
is adequate to meet present requirements as 
well as for future expansion. The construction 
of the factory building is expected to be com¬ 
pleted in a few months. The Ahmedabad Elec¬ 
tricity Co. Ltd. has consented to supply power. 
The water requirement is not considerable and 
th^ supply arrangements made by the GIDC 
would be adequate. The company has entered 
into an agreement with the world famous 
manufacturers of clocks, timepieces and watches 
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in Wost Germany viz. M/s Gebnider Junghans 
GmbH, Schramberg, for obtaii^ technical 
know-how, drawings, manufacturing lioence,etc. 

AUTOMOBILE PRODUCTS 

The directors of Automobile Products of 
India propose to make a rights issue of 213,742 
equity shares of R$ 10 each for cash at par in 
the proportion of one new equity share for 
every four existing shares or fractions thereof. 
The consent of the Controller of Capital Issues 
is awaited. After the merger of Hind Auto 
Industries Ltd (HAIL), the company's profits 
have risen to Rs 17 *58 lakhs. Sales are 30 per 
cent higher at Rs 10'2S crores during the year 
ended July 31, 1969, including Rs 50.87 lakhs 
representing the turnover of the Lucknow 
division (HAIL) for the 16 months ending 
July 31, 1969. However, according to directors, 
the profit margin has declined coasiderably 
owing to a persistent increase in the cost of 
materials and manpower. Consequent on the 
merger, the ranj^ of the company’s products in 
the ancillary division has widened. Though 
the manufacturing unit at Lucknow is kept as 
a separate entity, the marketing operations of 
the company’s products in the ancillary divi¬ 
sion are being gradually integrated. HAIL 
stood dissolved as at March 24. 1969, and its 
assets became vested with the company effec¬ 
tive from April 1, 1969, as per the scheme of 
amalgamation. The Controller of Capital Is¬ 
sues has permitted the issue of equity and 
fourth preference shares to the sliareholdcrs of 
HAIL as provided in the scheme. 

TRICHY STEEL 

Trichy Steel Rolling Mills Ltd has made a 
net profit of Rs 3.03 lakhs against Rs 36.730 
for the year ended September 30, 1969. The 
company lias made provision for depreciation 
of Rs 2.60 lakhs. Sales were placed at Rs 1.27 
crores. The production was recorded at 10,850 
tonnes against 16,952 tonnes owing to the 
shortage of billets. The directors have reported 
that the shortage of billets may continue. The 
company has bi^ able to earn more despite 
these handicaps. Exports have declined 
lo Rs 9.39 lakhs mainly due to the raw material 
.shortage. 

HINDUSTAN BROWN BOVERI 

Hindustan Brown Boveri Ltd has won an 
order worth over Rs 9 lakhs from the New 
2^1and electricity department for the export 
of extra high voltage 220 KV airblast circuit 
breakers. It has also secured an order from 
Iran for the supply of ACSR conductors worth 
about Rs 80 lakhs. In 1968 the company secur¬ 
ed an order for the same material of the value 
of Rs II lakhs from Kuwait. Mr E. Schickel, 
managing director, stated recently that the 
company's export order book was good and it 
could reach a figure of Rs 80 lakhs in 1970-71 
if raw materials were promptly available. The 
company’s export of motors to south-east 
Asian markets are also steadily increasing 
in the last eight months. The working in the 
first six months of the current year has been 
maintained at the level of the corresponding 
period of the previous year. 

INDO-BURMA PETROLEUM 

the board of Indo-Burma Petroleum Co. will 
be reconstituted as a sequel to the Indian 
Oil Corporation acquiring the majority share¬ 
holding in the company from Steel Brothers 
and Co. of the UK. Mr Kamaijit Singh. Man¬ 
aging Dimetor of the Marketing Division of the 
Indian Oil Corporation, will be the company’s 
chairman and Mr S. B. Budhiraja will be 
Managing Director and Mr V. Balkrishnan as 
Director. 

RUBV MILLS 

Tile directors of Ruby Mills Ltd have pro¬ 
posed a bonus issue of equity shares in the ratio 


of one share of Rs 25 for every three shares 
held. The issue will be effected by capitalising 
a sum of Rs, 8 lakhs out of the company’s 
reserves. It wUl raise the equity capital of the 
company from Rs 24 lakhs to Rs 32 lakhs. The 
working of the company for the current year is 
stated to be satisfactory. 

POLYOLEFIN.S 

Polyolefins Industries Ltd which com¬ 
menced production of plastic raw materials 15 
months ago, has already earned an equivalent 
of more than Rs 3 crores through export 
oLthis non-traditional item. Tlie company start¬ 
ed exporting its high density polyethylene gra¬ 
nules almost immediately after production 
started. Within first 3 months exporl.s 
aggregated 2,8(X) tonnes and the f o.b. value was 
Rs 60 lakhs. At the end of 1969, the company 
exported 10,500 tonnes or about 60 per cent 
of the year’s total production lo 15 countries 
including West Germany, a pioneer among the 
plastic manufacturing countries. 

ANDHRA SUGARS’ BONUS 

The directors of Andhra Sugars have pro¬ 
posed to issue bonus shares in the ratio of 
four new shares for every five slures held. 
For this the company will issue 720,(X)0 equity 
shams of Rs 10 each. The bonus issue is sub¬ 
ject to the sanction of the Controller of Capital 
Issues and the IFC. The directors have also 
proposed to maintain the equity dividend at 12 
per cent for the year ended SeptcinlTer 30, 
1969, subject to TFC’s sanction. 

CALCUTTA ELECTRIC SUPPLY 

The management and control of the Cal¬ 
cutta Electric Supply Corporation which was 
hitherto carried out from the UK has been 
transferred to this country with effect from 
January 5, 1970. Mr D.P.M. Kanga, the com- 
panys Agent has now joined the board of direc¬ 
tors and has been appointed the first manag¬ 
ing director of the company. From the same 
date the office of the agent has ceased to o|%- 
rale. Mr C. A. Gunther the company’s chief 
engineer, has also joined the board while Mr 
Harold Hobson and Mr A. R. Colley have 
reared. 

TRANS WORLD AIRLINES 

Total traffic of TWA for 1969 increased by 
15.2 per cent over that of 1968. Total revenue 
passenger miles in 1969 were reported on a 
preliminary basis to be 17,541.74 million. This 
compares well with 15,220.80 million in 1968. 
The airlines also stated that its total capacity 
measured in available seat miles was up 15.5 per 
cent for the year. The TWA offered 35,420.37 
million in 1969 compared to 30,656 15 million 
seat miles in 1968. I'otal cargo carried for the 
year increased to 16.4 per cent over 1968, going 
up from 358,445,000 revenue ton miles in 1968 
to 417,080,000 on a preliminary count in 1969. 

AMERICAN EXPRESS 

American Express Company celebrated its 
101st consecutive years of dividends with the 
quarterly payment of 25 cents to holders of 
its common .shares, Howard 1... Clark, chair¬ 
man and chief executive officer announced 
recently. Mr Clark also pointed out that this 
year American Express cclebrales its 120th 
anniversary. American Express was organized 
to provide an express shipping service from 
New York westward throi^h Buffalo. Today 
the company and its subsidiaries have assets 
of four billion dollars with almost 1,000 
offices and representative offices throughout 
the world. 

UNIT PRICES 

The Unit Trust of India lias raised the sale 
and repurchase prices of its units by 5 paisc 
each with effect from Januarv' 12 to Rs 10.80 


and Rs 10.40 per unit, respectively. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to thirteen com¬ 
panies to issue bonus shares amounting to over 
Rs 1 -69 crores. The amount of bonus shares 
ranges between Rs 63,240 and Rs 40,00,000. 
The consents are valid for 12 months. The 
following are the details : 

Central Automobiles Private Ltd, Bombay, 
has been accorded consent to capitalise Rs 
1,50.000 out of its general reserve and issue 
fully paid equity shares of Rs 100 each as bonus 
shares in the ratio of three bonus shares for 
every ten equity shares held. 

The Bombay Burma Trading C(»rporation 
Ltd, Bombay, has been accorded consent to 
capitalise Rs 33,43.750 out of its free reserves 
anil issue fully paid equity shares of Rs 25 each 
as bonus shares in the ratio of one bonus share 
for every ten equity shares held. 

The West Coast Paper Mills Ltd, Bi>mhay, 
has been accorded consent to capitalist* Rs 
40,00,000 out of its general reserves and issue 
fully paid equity shares of Rs 100 each as 
bonus shares in the ratio of one bonus share 
for every live equity shares held. 

Aliura Chemical Products Private Ltd, Bom¬ 
bay, has been accorded consent to capitalise 
Rs 17,50,000 out of its general reserves and 
issue fully paid equity shares of Rs 100 each as 
bonus shares in the ratio of one bonus share 
for every one equity share held. 

Garware Filament Corporation Private Iitd, 
Bombay, has been accorded consent to capi¬ 
talise Rs 4,00,0(X) out of its general reserves 
and issue fully paid equity shares of Rs 10 
each as bonus shares in the ratio of four bonus 
shares for every five equity sliares held. 

Pidilite industries Private Ltd, Bombay, has 
been accorded consent to capitali.se Rs 2,00,000 
out of its general reserves and issue fully paid 
equity sliares of Rs 100 each as bonus shares 
in the ratio of one bonus share for every three 
equity sliares held. 

Essorpe Mills (Private) Ltd, Coimbatore, has 
been accorded consent to capitalise Rs 5,00,(XX) 
out of its general reserves and issue fully paid 
equity shares of Rs I ,(X)0 each as bonus shares 
in the ratio of one bonus share for every equity 
vsharo held. 

Attikhan (Biligiri) Ltd, Madras, has been 
accorded consent to capitalise Rs 1,60,000 
out of its free reserves and issue fully paid 
equity shares of Rs 2 each as bonus shares in 
the ratio of one bonus share for every four 
equity shares held. 

The Indian Hotels Company Ltd, Bombay, 
has been accorded consent to capitalise Rs 
I5,(X).0(K) out of its general reserves and issue 
fully paid equity shares of Rs 500 each as bonus 
shares in the ratio of three bonus shares for 
every ten equity shares held. 

Garware Nylons Private Ltd, Bombay, 
has been accorded consent to capitalise Rs 
16,12,500 out of its general reserves and issue 
fully paid equity shares of Rs 10 each as bonus 
shares in the ratio of three bonus shares for 
every ten equity shares held 

The Basksein Electric Supply Company iJd, 
Bombay, has been, accorded consent to capita¬ 
lise Rs 63,240 out of its general reserves and 
issue fully paid equity shares of Rs 10 each as 
bonus shares in the ratio of one bonus share 
for every two equity shares held. 

Gorman Remedies Private iJd, Bombay, has 
been accorded consent lo capitalise Rs 8.55,000 
out of its general reserves and issue 85.50 fully 
paid equity shares of Rs 100 each as bonus 
shares i« the ratio of three bonus shares for 
every ten equity shares held. 

J.K. Chemicals Ltd, Bombay, has been 
accorded consent to capitalise Rs 24,08,800 
out of its general reserves and issue fully paid 
equity shares of Rs 100 each as bonus shares in 
the ratio of two bonus shares for every three 
equity shares held. 
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COMPANY HECTINGS 

SUDARSAN TRADING COMPANY LIMITED 

ftesisterod Office : CALtCUT«2 

TENTH ANNUAL GENERAL MEETING 

Speech delivered by Sri S. Chinnakaruppa Thevar, Chairman of the Tenth 
Annual General Body Meeting of the Company held at the Conference 
Halit Beach Hotel, Beach Road, Caiicutt on 23rd January, 1970 at 4 P. 

I>ear Members of the Company: 


It gives me great pleasure to welcome 
you to the Tenth Annual General Meet¬ 
ing of your Compnay and present you 
the Balance Sheet and Annual Ac¬ 
counts together with the Directors' 
Report for the year ending 31st July, 
1969. These have been in your hands 
for some time now, and with your 
permission, I shall take them as read. 

As you are well aware the year 
1968-1969 has been again one of diffi¬ 
culties, anxieties and un-certainties. 
The general economic situation in the 
country has further deteriorated and 
there is a feeling that apart from 
feeding the hungry with slogans, 
no concrete effort has been made 
for the economic emancipation of 
the poorer sections of our people. 
Whether or not the rich have grown 
richer, the poor certainly have become 
poorer with unchecked increase in 
price and the unabated growth in the 
unemployment problem among both 
the educated and uneducated 

Several nationalisation programmes 
are being talked about. All the major 
Indian Banks have been nationalised. 
While the Country is awaiting the 
result of this venture, the much sym¬ 
pathised common man continues to 
face economic strangulation caused by 
rising prices of dail> necessities and 
steady increase in governmental levies 
of aU descriptions. The political situat¬ 
ion in the Country has also caused 
great uncertainty in the minds of the 
public. While professing to eliminate 
the disparity between the ‘haves’ and 
the ‘have-nots’, political leadership has 
not vet done anything to raise the stan¬ 
dard of living of the common man by 
incrcasine his purchasing power or im¬ 
proving his prospects of employment. 

What is cr.lled for is not merely a 
quantitative change as hitherto aimed 
by our Planners, but a ••evolutionary 
approach to provide jobs for those who 
are willing to work* If the ‘idle hours’ 
of our young people are converted into 
‘working hours’, they would atonce 
become an asset to the country and to 
(heir families. 

Instead of putting hurdles, the Gov- 
shoutd give all encouragement 
to those who have a natural inclination 


to build up industries and thereby in¬ 
crease the number of jobs available as 
well as add to the wealth of the Coun¬ 
try. Even a tax incentive may be given 
to those who open new avenues of emp¬ 
loyment. This hunt for jobs for our 
young people should be put on a war 
basis with all the attention focussed on 
it. Such a bold policy will give new 
direction and determination to the 
country’s economic growth. Besides pas¬ 
sing resolutions to usher in a socialistic 
society, there is at present real need for 
a national approach and concerted 
action to improve the lot of the com¬ 
mon man. Shedding crocodile tears for 
the unfortunate masses serves no pur¬ 
pose. Bold action to raise industries 
and tonc-up commerce and daring 
policies to cut down prices and taxes 
alone will afford relief to them. 

Let me now report to you of the 
efforts of your Company which will, 
undoubtedly be of interest to you. 

Chit Funds 

As can be seen from the Balance 
Sheet and Report, the Chit Fund Busi¬ 
ness of the Company has been improv¬ 
ing steadily. There has been an overall 
increase of business of 22% in this 
field and the turnover of Rs 17.95 
Crores achieved this year is an all 
time record. 

The Chit Fund Unit has opened 11 
more Offices this year bringing the 
total to 65. 

While on this subject, 1 would like 
to reiterate the need for an All-India 
Legislation to regulate the Chit Fund 
business. The increase in the business 
of our Company as well as the recep¬ 
tion it has received wherever new Offices 
were opened are proof enough of the 
confidence the public have not only in 
our Company, but also in the system 
of Chit Funds. 

I must, however, point out that the 
encouragement we have been receiving 
has also opened the eyes of many people 
to start Chit Funds, not always with the 
steadfast commitment business of this 
nature requires. This naturally has led 
to considerable speculative activities 
by several Chit Fund promoters; conse¬ 
quently the image of the Chit Funds 
has been tarnish^. Unless speedy legis¬ 


lation is introduced to regulate this 
business, the reputation of Chit Funds 
in general would sufler in the long run. 
Public too will be put into difficulties 
and hardships whuh are otherwise 
avoidable. A few of the State Govern¬ 
ments have enacted legislation on the 
subject, but implementation has been 
far from satisfaciory. This creates diffi¬ 
culties for steadily-growing and ’aw- 
abiding concerns like ours, but leaves 
undesirable loop-holes for others. It is 
hoped that the immediate requirement 
for comprehensive legislation to regulate 
the Chit F'und business will not be 
delayed any longer. 

Feroke Tile Works 

It is with great regret, I have to re¬ 
port to you, ihe closure of the Feroke 
Tile Works from the 21st May 1969. 
This drastic step became inevitable 
when the situation could not he improv¬ 
ed to increase production and make the 
unit a profitable one. Members would 
agree that the Company cannot afford 
to run a unit which sufl'ers loss year 
after year. The working of this unit 
resulted in severe loss to the company 
as could he seen from the accounts in 
your hands. Loss begets only further 
loss. Therefore, it became imperative 
to close down and sell or lease or other¬ 
wise dispose of the same- the liabilities 
to the workers have been discharged 
and efforts are being made to lease or 
otherwise dispose of the works on the 
best possible terms. 

Expansion of Company's Activities 

Your Company has been endeavour¬ 
ing to expand its activities and for this, 
a diversified investment policy is requir¬ 
ed. it will be appreciated by members 
that in a regulated economy like ours, 
it is essential to keep our policies also 
attuned to the policies and priorities 
of the Government. With this in view, 
we have placed before this meeting 
several special resolutions which will 
empower your Directors to participate 
in such profitable and diversified fields 
like shipping, hoteliermg. manufacture 
of plywood and other profitable ven¬ 
tures. It is the considered view of your 
Directors, that the proposed diversi¬ 
fication will improve the working results 
in the aggregate of the various Units 



154 


EASTERN ECONOMIST 


and also stabilise the Company to with¬ 
stand the fluctuating situation in the 
Country. 

V 

Farther Issue of Shares 

To meet the capital requirements of 
the various ventures proposed and to 
strengthen the capital structure of the 
Company, steps are being taken for a 
further isstic of shares. I am sure mem¬ 
bers and friends will avail of this op¬ 
portunity and lend their wholehearted 
support to the proposed issue. 


Emplo^cr^Employee Relpthmi 

It gives me great pl^sure to report 
once again that the fimpSpyer-EmpIoyec 
relations in your Company have b^n 
excellent. 

The unstinted support and hard work 
put in by the Executives. Officers. Mem¬ 
bers of Staff and Agents of the Com¬ 
pany deserve special mention and a 
word of praise from me. 1 am sure, with 
their continued support and hard work, 
your Company will maintain, and 
improve, its steady record of growth 
and progress. 


THE K. C. P. LIMITED 


38, Mount Road, Madras-S. 


Chairman's Speech 

Speech Delivered by Shri V. M. Rao, Chairman, at the 28th 
Annual General Meeting held on the 30th December 1969 


GciuUmin ; 

I ha\e great pleasure in extending 
to you a hearty welcome to the 28th 
Annual (nmcral Meeting of your Com' 
pany. *! he Oirectojs’ Repoit and Audi¬ 
ted Accounis for I he year ended 30lh 
June luive bcvu in your hands for 
some time now and with your pc:mis¬ 
sion 1 shall lake them as read. 

At the ouisct, I have to refer with 
deep sorrow to the sad demise of our 
respected Senior Director Sri Kaza 
Umaniahcswara Rao. T would request 
all our friends to please stand and ob¬ 
serve one minuie\s silence in memory 
of the deceased. 

Working results and appropriatioos 

You will have noticed from the Di¬ 
rectors' Report that during the year 
under review, the production, sales 
and profits were reasonably satisfactory 
in the context of the difficult conditions 
which our three main products —Sugar, 
Cement and Heavy Engineering have 
had to face. 

Expansion Schemes 

You will notice that your Board of 
Directors are proceeding to diversify 
in various new lines. It would lake 
some vears for these new activities to 
be able to contribute to the profits of 
your Company. 

Management 

After 15 years, your Managing 
Agents will have to leave on and from 
2nd April 1970 due to the new Com¬ 
pany Uiw. Hence your Board has re¬ 
commended to you an alternate form 
of Management. It is interesting to 
review the comparative working results 
of your Company under your Manag¬ 
ing Agents from 1954 to 1969. The 
Equity Shareholders’ contribution of 
about R$. 43 lakhs has been increased 
by about 450% by the issue of Bonus 


Shares including the proposed new issue 
to Rs. 275 lakhs. The gross block of 
the Company of about Rs. 85 lakhs has 
increased by about 1,200% to Rs. 1,111 
lakhs. The sales of your Company 
have increased from Rs. 151 lakhs by 
about 800% to Rs. 1,365 lakhs. The 
taxes paid by your Company of Rs. 22 
lakhs have increased by about 930% to 
Rs222 lakhs. The number of employees 
has increased about three times and 
their total emoluments have increased 
by about 900The arithmetic aver¬ 
age income of an employee has gone up 
by about three times. 1 trust that you 
will agree with me that in your case 
the Managing Agency System has been 
of value to you, the employees of your 
Company and the country as a whole. 

Industrial Outlook 

Management involves long time 
planning. In the present atmosphere it 
is difficult to plan even for a few months. 
I would like to humbly suggest that 
the less we talk about sectors and isms, 
the belter off our country will be. Any 
individual or corporate body who pro¬ 
duces efficiently at the lowest cost 
should be given adequate incentives 
both fi.scal and otherwise. Every edu¬ 
cated Indian who is fortunate enough 
to have a job has to repay his debt to 
Society by working to the maximum 
of his ability in order that Society could 
have more products at a lower cost and 
that sufficient employment potential can 
be generated by creating capital which 
can be re-invested. 

OUTLOOK FOR YOUR COMPANY 
FOR THE COMING YEAR 
Sugar 

The production of sugar, as you know, 
has reached an all time high'iind most 
of your sugar has to travel North. The 
recent cyclones which have devastated 
Ibc And hra areas have had a deleterious 


Jjatmary 

Before closing, t wish td iecioill diifr 
sincere thanks to thd ;diient$, and i^uBs- 
crtl^ of th 0 Coth^ well as the 
shirehoiders for the confidence placed 
in us. I trust we will continue to receive 
their guidance and help in the future 
also. 

S. Chinnakaruppa Thevar 
Chairmm 

Calicut, 

23rd January, 1970 

Note t This docs not purport to be the 
proceedings of the Meeting. 



Shri V. M. Rao 

effect on the cane qualil> and we will 
not know the fui* impact of these till 
the end of the season. 

Cement 

I am glad that the Government has 
reconsidered its decision to dc-control 
cement from 1st hinuar>, 1970. As 
far as your Company is concerned, 
marketing has always been its biggest 
problem due to the locational dis¬ 
advantages of your factory. 

Heavy Engineering 

Though the production has improved 
compared to last year due to improved 
management techniques and the order 
book is fairly satisfactoi^, the enor¬ 
mous increase in steel prices and other 
components as compared with the price 
levels at which we had to accept orders 
due to intense competition have tended 
to wipe out the slender margins of 
profit. 

To maintain the profitability of our 
Company in the coming year will re¬ 
quire intense efforts on the part of your 
management and employees. 

I have to conclude with expressing 
my sincere thank? to all our employees, 
all our various collaborators, custo¬ 
mers and financial institutions for the 
help we have received from them in 
the last year. 

(This docs not purport to be the Pro¬ 
ceedings of the Twenty-eighth Annual 
General Meeting of the Company.) 
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Research and Development is our life ;eplacin 9 imported ones. We're opera* 
blood. A fertilizer pia,nt to us has a'* ting round' the clock to meet the 
very personal appeal, Reminds us of demand both at home and abroad, 
years of relentless endeavour of our And the green fields around remind, 
research scientists and technologists us of years of research and endeavour 

in developing and evolving processes from in charting the states of U.P., 

in fertilizer technology. In attuning Bihar, West Bengal, Assam 8- Orissa, 

our research to wean the nation from In holding over 20,000 fettilizer de- 

dependencb on imported raw material monstrations and a number of 

and know-how. In evolving processes fertilizer festivals and fairs—-to educate 

for utilisation of wastes and effluents the farmer in the choice, use and 

to recover commercially valuable dosage of femlizers—to solve a variety 

material. In developing from our own of his pressing problems, 
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setting up plants for the manufacture such a short period, it is because our THE planning 
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developed a whole range of fertilizer cause P8 D operates as an integrated yeia. 6541/4 tj^ana) 
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FERTILIZER CORPORATION OF INDIA LlMlTfiO 
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ut the service of 

INDIAN 

EXPORTERS 

of COMPOSITE 
PLANTS 


Wc art MW in a position to 
co*optratt in your export 
endeavours. 


COMPETITIVE PRICES 
PROMPT DELIVERY 


We can supply your complete 
requirement of Electrics - Standard 
and special A/C or D/C drives 
and controls for 

• Composite Cement. Sugar and 
Chemical plants. 

e Machine Tools, Rolling Mills, 

Mine winders. 

e Compressors and Air Control 
equipment. 

• Material handling equipment 
e EOT Cranes etc. 


inquiries to Commercial Manager 

HEAVY ELEaRICALS (INDIA) LIMITED BHOPAL 

(A Government of indie Undertaking) 

India's Principal Manufacturers of 
Heavy Electrical Equipment 


ONlj/PaPR/69 
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ATOMIC ENERGY IN INDIA 


The Tarapur atomic power station— 
Asia’s largest operating atomic power 
plant—was inaugurated on January 19, 
1970, by the Prime Minister, Mrs 
Indira Gandhi. This is the first of the 
three atomic power stations proposed 
to be set up in our country during the 
fourth five-year Plan period. In order 
to understand fully the need for atomic 
stations in this country due to the 
deficiency of both thermal and hydro 
power in certain areas, it is useful to 
study the analysis of one of our fore¬ 
most scientists, Dr Vikram A. Sarabhai. 
He addressed the 12th general con¬ 
ference of the IAEA in Vienna on 
September 26,1968, and discussed the 
problems associated with the use of 
nuclear power in developing countries. 
His monograph has been reprinted 
below in full except for charts. Only 
four of his charts have been used :— 

I wish today to share with you some results 
of our studies to identify the relevance and scope 
of nuclear power in India and experience we 
have acquired in attempting to satisfy the rapid¬ 
ly growing demand for nuclear power. Deve¬ 
loping nations have, of course, many things 
in common—most importantly the poverty of 
their people and the problems of survival. 
However, there are no general solutions, and 
as shall see from analysis of the situation 
in two particular areas in India, there is need to 
imaginatively apply technology in an existing 
social and economic base. It is in performing 
this last exercise tiiat it becomes almost essen¬ 
tial for nationals of each developing country 
to make detailed studies of their own conditions 


and determine tlie commitments required and 
the price to be paid. 

What I am going to talk about today is with 
two objectives in mind. 1 wish firstly to illus¬ 
trate the methodolog>' of quantitative analysis 
which is required and secondly, to describe the 
results which indeed indicate that potential 
benefits of low cost energy sotirces now avail¬ 
able through nuclear power are capable of in¬ 
ducing a major transformation in a large com¬ 
munity, There are inevitably a number of 
assumptions involved in extrap«.>lattng to the 
future, but even with preliminary studies made 
quantitatively, we observe the basis for meaning¬ 
ful decision making. Commitment to schemes 
of the magnitude described here would un¬ 
doubtedly need verification of some of the 
assumptions and experience of managenf)ent 
systems, which could be effective in providing 
end results. In Appendix A" are described 
some steps preliminary to the setting up of 
agro-industrial complexes, around nuclear 
energy producing centres. 

There are four major regional grids in India 
each with an installed capacity of about 3000 
MWe and a maximum demand which is about 
two-thirds of the installed capacity. The 
doubling time of consumption is about five 
years whicli means that currently about 400 
to 500 MWe additional generating capacity 
is required annually in each grid. 

Fig 1 shows the manner in which the installed 
capacity of hydroelectric, thermal and nuclear 
power generation has grown in the past and is 
expected to grow during the next 12 years. 
Hydel power has played a significant role (30 
to 50 per cent of the total) and will continue 
to do so in the future. It has, however, some 
rather special characteristics which derive from 
the seasonal character of rainfall during the 
Indian monsoon. Whether it is from direct 
rainfall or from the melting snows in the Hi- 
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malayas, the water in our hydel reservoirs gets 
replenished largely on a seasonal basis. The 
average load during the year is in consequence 
only 30 to 50 per cent of the installed capacity. 
Moreover the variance of rainfall in dilTerent 
regions in India is generally largest where the 
annual rainfall itself is not plentiful. In conse¬ 
quence there are many regions where an al¬ 
ready rtiarginal economy is thrown seriously 
out of geat every few years by drought and 
power cuts- 

Tabi e 1 

LOSS DUE TO IRREGULAR RAINFAtf. 
(KERALA state:) 

Year Rainfall Ho. of Average loss of 

inems days production per 
affected yerr 
by 

power 

cut 


1961-62.. 

331 0 

62 


1962-63.. 

312*5 

100 


1963-64.. 

746*5 

135 

Rs 75 Million 

1964-65., 

314*6 

187 

(Dollars 10 

1965-66.. 

220 *9 

240 

Million) 


Table I indicates the economic implications 
to the state of Kerala of irregular rein fall du¬ 
ring the five year 1961-66. This state has de¬ 
pended mainly on hydro-electric power and it 
is seen that average Joss of production has been 
about Rs 75 million per annum with us many 
as 240 days being affected by power cuts in one 
year.* In terms of loss of GNP contribution 
(value added lost) this would br Rs 22*5 
million per annum. It would have been worth¬ 
while to make a sizable investment to ensure 
reliability of supply of energy in the system 
during 196J-66. Details arc given in Appen¬ 
dix ‘B\ 

A characteristic feature of the load in our 
grids is the large range of variations. In the 
northern grid wc have a peak load of 1692 
MWe but the minimum load is 862 MWe. 
For about 50 per cent of the lime the load is 
less than one-third of the installed capacity 
and even half the installed capacity is not used 
for more than 14 per cent of the time. This 
illustrates the vast sc^'pe for economy of capital 
expenditure and (7f reducing the cost of power 
through an improvement of the load factor. 
Where the utilisation of installed capacity is 
small due to large seasonal changes in the supply 
of reservoir water, pumped storage based on 
low cost thermal or atomic power from a base 
load station can be advantageously used. This 
involves using electrical energy from the base 
load station to pump water back into the hydel 
reserv'oir to be later used for providing peaking 
hydroelectric energy when required. Where 
the unsatisfactory nature of the load factor 
curve is due to users who do not provide con¬ 
tinuous load at all times of the day or in diffe¬ 
rent seasons, the extra power can be costed 
inexpensively on an incremental basis. We 
shall examine later the processes which are 
economically advantageous whenever low cost 
electrical energy is available and which can 
therefore be adopted for the dual purpose of 
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balencing a load and producing needed inputs 
to the economy, 

A factor that continually hampers the pro¬ 
gress of a developing region is the small base 
from vvhtch it starts to build its economy. 
Even with a targe rate of growth, the Incre¬ 
mental generating capacity required is small 
and results in the acquisition of single units of 
small size. In the next three years the largest 
number of hydel or thermal generating plants 
to be commissioned in India would be of sizes 
ranging from 50 to 100 MWe.^ Indeed only 
28 per cent of the new capacity will be with 
units greater than 100 MWe of which the three 
nuclear plants that are now being established 
are the only ones with large single units of 200 
MWo each. It is not surprising that with this 
situation we end up with power costs ranging 
from 7 to 9 paise per KWH, which is about 
twice as expensive as what industrially advan¬ 
ced nations use. 

The economic implications of this state of 
affairs are very clearly brought out in Figure 2 
where the capital costs and the unit generating 
costs of coal and nuclear power stations rang¬ 
ing in capacity from 200 to JOOO MWe have 
been estimated. The reactor considered is 
of the Jicavy water moderated, heavy water 
cooled type using natural uranium. We have 
projected cost on the basis of experience under 
Indian conditions of building Candu reactors. 
The range of prices of coal at pit-head in India 
is shown by hatched area. Under our condi¬ 
tions today a 500 MWe Candu reactor is ex¬ 
pected to have a unit generating cost fully 
competitive with a thermal unit of equivalent 
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size erected at the pit-head» providing lowest 
cost coal. When the price coal is Re 1 per 
million BTU, as it is in some other countries, 
the break-even point in unit generating cost 
occurs not at 500 MWe size but at about 800 
to 900 MWe. It will be noticed that within the 
range of unit sizes considered, the capital cost 
of the Candu reactor is from 80 to 40 per cent 
more than the capital cost of an equivalent 
thermal power station. The additional capital 
cost, which includes a heavy water inventory, 
may make a significant difference to the choice 
of the reactor in some countries. But balanced 
against this would be the foreign exchange cost 
and dependence on external source of fuel if 
the boiling or pressurised light water reactor 
of lower capital cost is considered using en¬ 
riched fuel. 

The coal deposits in India are to be found 
mostly in the eastern region. The contour 
passing through western Uttar Pradesh, south¬ 
east Rajasthan and Gqjarat, parts of Maharash¬ 
tra, Mysore and Tamil Nadu indicates the 
areas where 200 MWe nuclear stations of the 
Candu type^ are more economical than ther¬ 
mal units of equivalent size. The contour 
takes into account the transportation cost of 
coal by rail from pit-head to the generating 
station. Assumptions underlying these cal¬ 
culations are discussed in Appendix Para 
(7) . It will be observed that the contour 
clears Tarapur on the west coast, Rana Pratap 
Sagar in Rajasthan and Kalpakkam on the 
cast coast, where India’s first three nuclear 
power stations with a total capacity of about 
1000 MWe are currently under construction. 


January 23, 1970 

There is today in India the potential for the 
further establishment of even 200 MWe nuclear 
stations in several areas of the country. It may 
be noted that through fortunate coincidence 
the doubling time in each of the four regional 
grids now requires new capacity of 400 to 500 
MWe per year*. Provided appropriate trans¬ 
mission lines and interconnections between 
grids are available, 500 MWe nuclear stations 
can be economically operated in most parts of 
the country. 

Of course, the economic advantage of nuc¬ 
lear power can be realised fully only if one can 
ensure a guaranteed base load of about 80 to 
85 per cent. A number of major electricity 
consuming outlets such as electro-chemical and 
electro-thermic processes and pumping of un¬ 
derground water through tube wells* have 
been examined in addition to desalination of 
water.* This is to ascertain whether by a care¬ 
ful choice of energy consuming projects related 
to a low-cost energy producing centre, one 
could provide not only fresh inputs for eco¬ 
nomic development, but a balanced load within 
the grid systems." 

A study team constituted by the Indian Ato¬ 
mic Energy Commis.sion at the end of last year 
in order to evaluate the impact of relevant tech¬ 
nological developments on the pattern of in¬ 
dustry and agriculture in India, has recently 
submitted a preliminary report." It had 
the benefit of the studies made at Oak Ridge 
National Laboratory of the US Atomic 
Energy Commission." 

A comparison at the cost of production of 
nitrogenous fertilisers under Indian conditions 
by conventional processes against alternative 
electrolytic and electro-thermic processes 
reveals that at a power cost of 2 6 p/kwh 
and with the pit-head price of coal in 
the range of Rs 35 to 40/Tc". a fertiliser 
plant based on coal, located at a distance of 
up to 800 kms from the pit-head and priced at 
Rs 58/Te at the plant site, would be more eco¬ 
nomical than a plant using electrolysis. With 
the present indigenous prices of LSHS and 
naphtha at Rs 90/Tc and Rs 100/Te respective¬ 
ly. the electrolytic plant will be able to com¬ 
pete only if the cost of electricity is less than 
1 *Sp/kwh. It lias been realised that there is a 
growing worldwide shortage of naphtha. In 
India the availability of naphtha is dependant 
on the refining capacity installed for other 
petroleum products such as gasolene, diesel, 
etc.; much of the crude required for the purpose 
being imported. It has hoax estimated that 
by 1970-71 there will be a deficit to the extent 
of 1 ‘577 million tonnes of naphtha per annum 
{Appendix '£’).Tbe assumptions underlying the 
above estimates and some salient findings regar¬ 
ding the relative economics of processes using 
different feedstocks are given in Appendix 

Appendix ‘G ’shows the production record 
of major fertiliser plants in India for the year 
1967-68. It is relevant to point out here that 
most of the plants based on coal and lignite 
as raw materials established in India during 
the early days of planning (later ones have 
been mostly based on naphtha) am facing se¬ 
vere difficulties and are reported to be operating 
poorly and inefficiently. Plants based on 
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LSHS hfiw vet to be established in the country 
md hence the performance etRcienctes can be 
expected to be only the same as for naphtha 
based plants. The Nangal Electrolytic Ferti¬ 
liser Plant based on low cost electricity from 
the Bhakra Nangal Hydel Projects has the 
best record for plant utilisation. 

A comparison of production of diammo¬ 
nium phosphate and triple super phos¬ 
phate usln^ the electric furnace against 
the conventional wet process using sulphuric 
acid based on a plant capacity of 600 Te/day 
of P 1 O 5 reveals that for a power cost of 2.6 
p/kwh the breakeven point for both the above 
products is at a sulphur price (for the wet 
process), of approximately Rs 485/Tc.*^ 
Currently, sulphur is entirely imported in 
India and its present price varies from Ps 
450/Te and Rs 500/Te. Due to the uncertainty 
of supply from abroad, the price of sulphur 
had fluctuated very much in the past, being 
sold even at prices in the range of Rs 800/Te. 
This factor has to be borne in mind while mak¬ 
ing any comparison of processes using sulphur 
against alternatives. The process based on 
electricity is therefore very attractive in our 
context. The breakeven points at various 
electricity prices and the important assumptions 
underlying the above estimates are also given 
in Appendix ‘FV” 

An alternate product, nitric phospliate, 
based on nitric acid solubilisation of rock 
phosphate has also been compared with the 
above products. Its production is indepen¬ 
dent of cither the cost of electricity or sulphur. 
The cost of production based on the same 
plant capacity of 600 Tc/day of P.Os if am¬ 
monia is bought at Rs 500/Te works out to Rs 
9S0/Te. At the estimated generation cost of 
electricity at 2.6 p/kwh and the current price 
of sulphur in India at Rs 500/Tc this production 
cost of nitric phosphate compares favourably 
with either triple super phosphate or diam¬ 
monium phosphate based on either electricity 
or sulphur. The utilisation aspects of nitric 
phosphate under all soil conditions have to be 
examined more carefully. It is recognised 
however that all these products will have their 
role to play in Indian agriculture and there 
will be ample demand for all of them in great 
quantities for years to come. 

Aliiminittin Production 

In the production of aluminium with a 
SO,(X)0 Te/annum plant, the production cost of 
fabricated aluminium at a power cost of 2.6 
p/kwh is approximately Rs 3,400 per tonne. 
The {^resent ex-factopr sale price of fabricated 
aluminium in India is approximately Rs 5,500/ 
Tc. Appendix *F^ may be referred to for fur¬ 
ther details. “ 

The cost of power from a single purpose 
power plant of 2 x 600 MWe has been estimated 
to be 2.60 p/kwh,* Important assumptions 
underlying this estimate are given in Appendix 
which aJso explains why this cost varies 
from the cost of electricity mentioned else¬ 
where. Assuming a power credit of 2.6 p/kwh, 
estimates of the cost of water from dual pur¬ 
pose plants producing 100-500 MGD water 
nave been made. 


an annex farm during the Kharif season when land. The concept of net profit as used here 

the water demand is companilvely low), with 1 $ the traditional concept which means the 

a constant capacity of water plant is the most value of the produce less all costs. The crop 

effletent water management sdieine. On this rotation of hybrid mai/e-potato-groundnut 

basis, it is found that the cost of water to the (rotation No. 1) is profltable up to lU 41/1000 
farmer from a 150 MGD plant will be slightly gallons of desalinated water and the other crop 

mote than Rs 3 per 1000 gallons. Important rotations of hybrid maize-wheat-groundnut 

assumptions underlying the above estimates (rotation No. 2) is profitable up to a water cost 

are given in Appendix of Rs 2.80/1000 gallons. At the estimated 

„ . ^ . , ., , cost of Rs 3/1000 gallons from a 150 MGD 

So far desalted water has not been comidered desalinsition plant, the family Income would 

for agriculture mainly due 10 its high cost. be about Rs 9750/hcctare for rotation No. 1 

However in order to assess the profitability of and Rs 2,500/hectare for rotation No. 2. A 

iwing desalted water for agriculture the cost camparsion of botli the family income and the 
of water and tts relation to agricultural income net profit per hectare for rotation No. I at 

have been studied for a coastal and region, varying water costs .shows that net profit at 

Unlike water from a conventional source like Rs'3/1000 gallons for this rotation is about 

monsoon, desalted water will be available Rs 4,750/hfictare. The actual benefit to the 

throughout the year. It is moreover n^ssary farmer will be more than Rs 4.750 by the 

to maintain a high load factor as desalting is a amount that his own human labour is valued 

capital-mtcnsivc industry. These features of at. It is clear that even by using comparatively 

the desalting industry, dictate uniform use of expensive desalted water, crop rotation No. 1 

the water through ail seasons, which makes would give a reasonable rrtiirn. Assumptions 

multiple cropping important for sound econo- underlying the estimates are given m Appen- 

mics. dfx^K^^^ 

The influence of the cost of water on certain .... , , . 1 . u 

crop rotations, vtz. hybrid ini»i«e-polato-sum- important to note that ihc above esti- 

raer groundnut and hybrid mai/c-wheat-sum- mates are based on the assumption of conven- 

mer groundnut has been studi^ for regions tionaJ methods of agriculture (bu lock power, 

such as Gujarat.^' For this study family in- canal irrigation etc.). Bullwk poiwr is a 

come and net profit have been defined as fol- expensive form of energy (about Rs 1.3/ 

Iqws: kwh). Ihe sprinkler method of irrigation, 

can reduce the water requirements up to 50 
From the value of produce the costs of seeds. per cent. Hence, the adoption of mechanised 

fertilisers, insecticides and water have been farming methods and efficient water inanage- 

deducted and the balance termed as Tamily ment can have a significant impact on farm 

income*. From this income, the farmer is economics estimated in tlic present study, 

supposed to pay land revenue, taxes, interest 

on working capital, labour charges for hired It is commonly assumed that requirement of 
human and bullock labour and rent for leased- power is mainly for industrial growth. Wc 

Table II 

AGRO-INDUSTRIAI. COMPLEX: WESTERN INDO-GANGETIC REGION 


Pf.wcr Plant 

No. of Nuclear Reactors 

Power Production 

J200 MWe 


Industrial Plants 

Fertilizer Plants 

Capacity 

Power Consumption 

Ammonium Nitrate 
Diammonium Phosphate 
Fertiliser Total 

3200 Te/day 

1775 Tc/day 

4475 Tc/day 

882 MWe 

Aluminium Plant 

Frbricaied Aluminium 

150 Tc/day 

125 MWe 

Total power consumptior for 
Industrial complex 


1007 MWe 

Power sold for lift irrigation 


193 MWe 



Total 1200 MWe 


Tabi f 111 


AGRO-INDUSTRIAL 

COMPLEX: WESTERN 

INDO-GANGETIC REGION 


Investment Costs 

Costs in crorcs of rupees 

Plant 

Capacity 

Foreign Exchange Totrl 


The cost of water from a dual purpose plant 
7,13 producing 1260 MWe power and 150 
MGD is about Rs 2.68/1000 imperial gallons 
in our environmental conditions with the 
long tube vertical evaporation cum multistage 
flash process (for feed heating) and using 
double fluted tubes developed in USA. 
However, to this, the cost of distribution has 
to be added to arrive at the cost of water deli¬ 
vered to the farmer. Desalinated water being 
costly, judicious water management system is 
necessary. Several schemes were considered 
and it was found that varying die area under 
cuUlvation (Lp, increasing the farming area to 


Nuclear Island 

Electric Plant 

1200 MWe 

31 -600 
J3-400 

158'000 
67 -000 

Power Plant Total 

1200 MWe 

45 000 

225 000 

Fertilizer’s* 

4475 Tc/Day 

44-911 

166 283 

Aluminium Plant 

150Tc/Day 

17-494 

38 -687 

Total for Industrial Complex 


107 -405 

429 -970 

♦Ammonium Nitrate 
Diammonium Phosphate 

3200 Te/Day 

1275 Te/Day 
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$1iaU cjcamine here how important it is also for 
nfriculture. In areas where underground 
water is available in plenty like in the western 
Indo-Gangetic region of UP the use of low 
cost electrical energy for lifting water aloiig 
with modem agricultural methods can make a 
crucial difference to the protttability of farm¬ 
ing and will have a great impact on the ecemomy 
of the country. 

The detailed implications of the agro-indus¬ 
trial complex have been evalui ted for a region 
of western Uttar Pradosh. The area covers a 
population of 23.6 million people. It has 
Delhi to the west, Agra to the south and the 
Ganges flowing through the middle. There is a 
large amount ol' underground water and the 
soil i.s mostly alluvial in ^araetcr. A suggested 
installation is described in Table 11. It involves 
a power station with two nuclear reactors, each 
of 600 MWe capacity. Fertiliser plant.s of 
total capacity of 4,500 tonnes per day and an 
aluminium plant of 150 tonnes per day ere 
envisaged with approximately 200 MWe used 
for lift irrigation through 36,000 tube wells.“ 

Tabic III illustrates that the total invest¬ 
ment of the pro.iect is about Rs 429 crotes. 
Table TV shows that the leturn on this inve.st- 
ment is expected to be about 14 per cent. In 
arriving at this evaluation differential tariff 
rates of 2 p/kwh for fertilisers and 2.6p/kwh 
for aTumtnium and 10 p/kwh for tubcwells 
have been assumed. At this power cost for 
fertilisers, the project is comparable to a simi¬ 
lar one based on coal even at a pit-head coal 
price of Rs 35 to Rs 40. Though the power 
cost for tubewells is higher, the suggested rate 
is comparable or cheaper to the existing tariff 
for rural electrification in the area. Under 
this condition the agricultural project gives 
sufficiently high late of return. A summary 
of the salient features of the agricultunil part 
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of the project is given in Tables V & VI. Ap- 
pfoximately 720*000 hectares ate proposed to 
he irrjfiited. The total Inciemental cereal 
production would be 4.S million tonnes and an 
additional 700,000 tonnes of pulses will also 
be produced. The net return from the entire 
project is Rs 251 crores/aimum.” The imple¬ 
mentation of the pre^t would result in an 
increase in the per capita income in the area to 
the extent of Rs 150/annum, or about 20 per 
cent. The per capita income of persons directly 
engaged in the project will increase by about 
Rs 1400 per annum. The project by itself 
will contribute Rs 4S6 crores to tlte gross nat¬ 
ional product. When one considers that the 
most important tasks faced bv India are to 
increase per capita income and to grow suffi¬ 
cient food for meeting the population growth, 
it can be seen that the establishment of such 
projects has a very significant impact on this 
total problem. Nuclear energy is crucial 
for implementing the scheme because this 
particular area is outside the breakeven contour 
between nuclear and thermal generating sta¬ 
tions. 

.Since only about 50 per cent of the fertiliser 
production is utilised within the complex, the 
balance will be available for use outside. The 
benefits derived from this by way of increased 
food production, increased GNP, increased per 
capita income, etc. though quite higli, are not 
included in the above discussion. If we as¬ 
sume tile same yield rates outside, the additi¬ 
onal food production would be four million 
tonncs/ycar lesulting in an increase in GNP 
of the order of Rs 400 crorcs (Rs 5000/hcctare 
for 0 -8 million additional hectares). If the 
area under the project is considered as a food 
factory, the surplus food production in the 
region can be a sure source for food grain 
procurement purposes. Being a smaller re¬ 
gion the procurement will be easier and can be 
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efficient a$ compared to the countrywide 
efforts required today. 


Tablb VI 

AGRO-INDUSTRIAL COMPLEX : INDO^ 

gangetic plain 

Benefits of fiie Protect 


Population of the area covered 
under the Project 23.6 (million) 

(Rs, per annum) 

Increase in per capita income in 
the area due to the project (Agri¬ 
cultural part only) 150*00 . 

Average per capita income (addi¬ 
tional) of the population direc¬ 
tly involved in the project. 1404 *00 

At 200 Kg./annum/head the 4 *5 
million tonnes of cereals pro¬ 
duced additionally from the 
project will be able to meet the 
food requirement of 22 *5 mil¬ 
lion people. The 0*7 million 
tonnes of pulses produced from 
the project will supplement 
their food requirements 


A similar study has been completed on the 
economic implications of an agro-industrial 
complex in the area of Kutch-Saurashtra 
where neither sub-soil water nor adequate 
precipitation is available. The region 
is arid, therefore agricultural activities are 
very limited or non-existent. In consequence, 
a desalination plant has been considered. 
Table VII gives the capacities of different 
units in the project. The project consists of 
nuclear power plants giving 1200 MWe of net 
salable power and an attached desalination 
plant producing 150 MGD of water. The 
fertiliser plant would produce ammonium 
nitrate, diammonium phosphate and triple 
super phosphate. Also, there would be an 
aluminium plant of capacity of 150 Te/day or 
50,000 Tc/yr. Tabic VlIT shows the invest¬ 
ment cost for individual plants. 

Financial Requiremeots 

As seen from this table nearly Rs 600 crores 
are required for the entire complex 
excluding the agricultural farm. Table 
IX shows that the percentage return on 
investment for the power and water system 
alone is estimated at 6 *5 percent, and for the 
whole of the industrial part of the project (in¬ 
cluding the dual purpose plant) at about 11.8 
per cent. The agricultural farm would produce 
1,92,000 tonnes of maize, 3,92,000 tonnes 
potato and 46,400 tonnes of gi^undnut in an 
area of 9396 hectares of tnple cropping, a 
further 1134 hectares for double cropping and 
additional 28,350 hectares for sin|tle cropping. 
The foodgrain production alone is eooi^ to 
meet the requirement of one million pecmle. 
Net returns from the agricultural farm will be 
Rs 13.67 crores per annum. The project will 
contribute Rs 220 crores per annum to the gross 
national product. As seen from Tabic X most 
of the produced fertilisers are sold off-site. 
The increase in food production and GNP 
due to use of these fertilisers are indirect bene¬ 
fits of the project. Assuming that the fertili¬ 
sers are enough for 1.5 miltion hectares of land 
the increase in GNP due to thehr usage outside 
will be of the order of Rs 750 crores and wifi 
result in the production of ten million tonnes 
of additional foodgrains. 

It is clear firom our analysis that establish¬ 
ment of nuclear power projects adequate 
size along with energy consuming centrm can 
provide valuable inputs for a de^oping nat¬ 
ion. The relevance of nudear power is estab- 


Tabu! IV 

AGRO-INDUSTRIAL COMPLEX: WESTERN INDO-GANGETIC PLAIN 
Operating Costs & Profits 


Plant 

Operating 

Revenue 

Profit 

Percent 


Costs 

from Sales 


return on 


(Rs crores) 

(Rs crorcs) 

(Rs crores) 

Investment 

T^jwer Plant 

. 13*715 

31 *900 

18 185 

808 

Fertilizer Plant 

. 59 *577 

88 *820 

29 *243 

17*59 

Aluminium Plant 

. 14 *720 

21 *500 

12 *780 

33*04 

Total for Industrial 

~ .. 88*012 

148 *220 

60*208 

14*00 

'l ABLE V 


AGRO-INDUSTRIAL COMPLEX: INDO-GANGETIC PLAIN 
Agricultural Ecommilcs of the Project 


Area to be Irrigated (Hectares) . 720,(X)0 

Number of tiilxwells . 36,000 


Products (additional) in tonnes 

Cereal .. . 

Pulses . 

4 *5 

0 7 

million 

million 

Net return of the Projects . 

Rs 2,512 

million 

Fertilizer requirements (in tonnes). 

Nitrogen as fixed Na . 

PjO, . 

166,000 

83.oar 


Total investment on drilling . 

Rs 432 

miJlion 

Net return per hectare . 

Rs 3,767 
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liihecl evfti where inexpensive hydro-electric 
ppteiUielexists. 

A dev^oping country generally facee many 
MUenis in the selectioii of the size and type 
of nuclear reactors to initiate a nuclear power 
prcttramme in view of various limitatioiis in- 
vcOTog technicif. economic and national consi¬ 
derations. 


An early start with a nuclear power pro- 
mmme enables experience to be gained in the 
design, oomtruction and operation of power 
reactors. The manufacture of special reactor 
components M^liy demands a veiy high 
degme of skilled workmanship. Hence, the 
oonstnictjon of even small reactors provides 
valjable experience, and enables building up 
technical manpower which is essential if a 
country is to embark on a nuclear power pro¬ 
gramme. In some cases siting of a nuclear 
power reactor in a remote area makes it pos¬ 
sible to open up the area to general industrial 
development, which otherwise would not have 
JKcn possible if conventional fuel sources were 
to be transported over o long distance. 


Aspects to Consider 

In wilting the type of nuclear reactor that 
would be suitable for a developing country 
many aspects such as fuel and material re¬ 
sources, industrial capability and national 
Mlicy would have to be considered. The 
choice between natural uranium as against en¬ 
riched uranium fuelled reactors would depend 
upon whether natural uranium resources are 
available within the country. Even if the 
uranium resources arc not adequate and natu¬ 
ral uranium has to be imported, the availability 
of enriched uranium from only a limited num¬ 
ber of supplier countries, as against the availabi¬ 
lity of natural uranium from any one of many 
supplier countries, would be an important 
consid^ation. The foreign exchange that 
would have to be committed for the life time 
of the station would have to be considered. 

^ coumr> proposing to install 
5UW MWe of nuclear power may have to spend 
about Rs 26 -25 crores 35 million) per 
in foreign exchange for the purchase 
of enriched uranium fuel supplies, amounting 
to a total of over Rs 750 crores (a billion dollars 
nuclear stations) 
on the other hand, if the country were to install 
uranium fuelled reactors it would 
utilise the indigenous uranium if available, or 
import natural uranium concentrates which 
may involve a total foreign exchange outlay of 
awut Rs 188 crores (250 million dollars) over 
the OMrating lives of the stations. Hence 
natural fuelled reactors would perhaps be 
prefcired in the case of a developing country. 


Evaluation of various reactors indicates that 
in view of lndia*s limited uranium resources, 
nati^l uranium fuelled heavy water reactors 
would be the best choice as they could support 
the maximum amount of electrical generating 
-capacity per tonne of uranium mined, taking 
into account both the initial fuel inventory and 
-consumption. In addition, as heavy wpt er 
reactors produce the maximum amount of 
plutomutn per tonne of uranium mined, use of 
INutomum to fuel second generation fast breed- 
-er reactors would enable a much larger nuclear 
power programme to be sustained. My pro- 
^eoessor Dr H. }. BhaUta, and N. B. Prasad 
have estimated quantitatively the economic 
basis of a three-stage prt^mme of atomic 
power development in IndS. 


TJ^ Inthan Atomic Energy Commission hr s 
^ded that only natural uranium fuelled 
hwvy water reactors should be installed a$ the 
first generation reactors though in specific 
^scs. based on technica] and economic consi- 
deratiuitt, enriched uranium fuelled reactors 
might also be set up. 

In the case of India's first nuclear power 


Table VII 

AC»O-IN0US1RIAL COMPtEX : Km^CH-SAURASfiTRA RECiON 


DMlPnriMeePliut 

No. of Nuclear Reactors 

Power Production 

Water Production 

.. 2 

.. 1200 MWe 

ISO MOD 



Industrie Ptent 

Fertiliser Pianis 

Ammonium Nitrate 
Diammooium Phosphate 

Triple Supeiphosphate 

Fertiliser 

Aluminium plant 

Fabricated Aluminium 

3330Te/day 
.. 1000 Te/day 

lOOOTe/day 

5330 Te/day 

ISOTc/day 

PoMw consNtfq>tion MWe 

125 

Total power consumption in the Indus¬ 
trial Complex 

Power lo Grid . 

1084 

116 




Total 1200 
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Table VUl 

COMPLEX: KUTCH-SAIIRASHTRA REGION 
Investment Costs 


Plant 

Dual purpose plant 

Fertilisers . 

Aluminium Plant 

Capacity 
1200 MWe 

150 MOD 
.. 5330 Te/day 

150 Te/day 

Cost in crores of rupees 
foreign exchange Total 
75-6 370-4 

49-24 180 12 

17-494 38-687 

Total for Industrial Complex 


142-334 

5% -207 

Fig. 3 


ESTABLISHMENTS 
FOR ATOMIC 
ENERGY IN 
INDIA 
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Tabu IX 

AGRO-INDUSTRIAL COMfLEX; KUTCH-SAURASH11U REGION 
Opentiw Cbcis li Phtriis 


Plant 

Operating 
costs, crores 
of rupees. 

Revenue 
from sales, 
crops of Rs. 

Profit, crores 
of rupees 

Feroentage 
return on 
investment 

Dual purpose Plant 

20-24 

44-23 

23-^ 

648 

Fertiliser Plant 

76 61 

110-41 

33 -80 

17-87 

Aluminium Plant 

14*72 

27 -50 

12-78 

33*03 

Total for Industrial Complex 

111-57 

182-14 

70-57 

11-08 


Iahle X 

AGR04NDljSTR1Al. COMPLEX: KUTCHSACRASHTRA REGION 
f Agricultural Econcmioi of the Project 

Am to i)e irrigated 

Triple cropping 9.200 hectares 

Single cropping 3^,400 hectarres 

Agricuiturai Production 

Hybrid maize 192,000 tonnes 

Potato 390,000 tonnes 

Crroundnut 46,000 tonnes 


FeriiHser product 

Pt Oi . 331,000 tonnes 

Nitrogen as fixed Na 447,000 tonnes 


I 'ertiliser consumed in compicx 

Nitrogen as tixeci Nj . 3,900 tonnes 

r, 0» . 3,100 tonnes 


Net return of the project Rs 136,7 million 


Station at Tarapur, two BW type reactor units 
of 190 MWe each, using enriched utanium as 
fuel are being built by International GeneraT 
Electric Co. For the second power station, 
as a result of joint studies carried out with the 
Atomic Energy of Canada Ltd. it was decided, 
in 1964 to construct in collaboration with AECL 
a 200 MWe CANOU type unit at Rajasthan 
and subsequently the construction of a second 
200 MWe unit has also been taken up at the 
same site. For the third station at Madras, 
it has been decided to construct two 200 MWe 
reactors of the CANDU type. The entire 
responsibility for construction at Madras' is 
being carried by the Power Project Engineering 
Division of the Indian Atomic Energy Com> 
mission. 

This decision to continue constructing 
CANDU type reactors has enabled systematic 
efforts to be directed towards developing the 
required indigenous skills, know-how and tech¬ 
nology. thus permitting putting up successive 
nuclear stations with increasing indigenous 
content. For example, Rajasthan UniM 
involves a foreign exchange component of 
about 61 per cent, Rajasthan Unit-2 about 36 
per cent and Madras Unit-l about 20 per cent. 
It is recognised that though the capital costs 
of CANDU type reactors are at present rela¬ 
tively high, their fuelling costs are low. To 
consequence, the cost of power will be fully 
competitive with the cost of thermal power in 
each location. 


Principal fe'^tabltshicents 


Fig. 4 



QROWm 
POTEMTIAL OF 
FAST BREEDERS 
WITH ABASE OF 
SOOO MWg. NAT 
U-D20 
REACTORS 


Figure 3 shows the principal establishment 
of the Indian Atomic Energy Comnussion 
which arc either commissioned or are in the 
process of completion. They include uranium 
mines, ore mills, natural uranium fuel fabri¬ 
cation plants, the processing of mineral sands, 
the manufacture and fabrication of ziicalloy, 
development and manufacture of electronic 
and servo instrumentation, the fabrication of 
reactor components and building of complete 
power stations, fuel reprocessing and heavy 
water plants, and facilities for processing iso¬ 
topes for industrial, agricultural and medical 
uses. The projects are backed by a programme 
of basic, applied and developmental research 
undertaken by the Bhabha Atomic Research 
Centre and other establishments. 

A most important developmental project 
relates to the establishment of a plutonium 
fuelled fast breeder test reactor. The presently 
known uranium resources in India am rather 
limited and can support only about 5-10,000 
MWe of nuclear p^wer based on heavy water 
reactors for the life times of these reactors. 
Whilst exploration for locating rnore uranium 
deposits is being intensified, studies have been 
canied out to estimate the growth potential of 
fast breeder reactors based on the plutonium 
product from 5,000 MWe of thermal reac¬ 
tors.**^ The results as given in hg. 4 clearly 
shows that a much larger nuclear power pro¬ 
gramme can be sustains by the use of bred 
plutonium in fast breeder reactors. The neces¬ 
sary development efforts have therefore been 
initiated in India. These arc also significant 
for utilisation of thorium for power. 

By all standards we have a formidable task 
to provide a new atomic power station of ap¬ 
proximately 500 MWe capacity each year 
after 1972-73, using a minimum of foreign 
ext^ange, a very scarce commodity, and also 
providing the maximum spin off to industiy. 

If the most importamt bottteneck in our 
programme today is to be named, it is of train¬ 
ed scientists aim engineers with experience to 
take over independent vcsponsibflify for de¬ 
sign and construction sopbistkated plants* 
Even whh an inventory of about 2,500 scientnts 
and engmeera in the Coinmis8ioit*8 establish- 
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mentSt we find outerives seriously stretched to 
undertake all the tasks which we can now 
identify for reaping a return for the investment 
which has been made in the last 20 years in 
Atomic Energy. 

If there is a moral in what has been recounted 
hitherto, it could be summarised as follows. 
Undoubtedly nuclear power projects are going 
to be the most powerful element in the pro¬ 
gress of developing nations. The advantages 
would be great if the developing, nations do 
not acquire them as black boxes but develop 
indi^ous cai^bility to the extent feasible in 
relation to their human, financial and industrial 
resources. This is hardly possible unless there 
is participation in serious training programmes 
involving all aspects of research covering funda¬ 
mental science and technological tasks. Above 
alK developing nations would have to consider 
whether they can afford to depend for their 
fuel resources on imported fuels. For this 
might result in the future in a new type of depen¬ 
dence of some counirics on others, of rather 
profound significance in political and social 
terms. Moreover, striving for self-reliance is 
not to be confused with self-sufficiency, for 
progress will depend on then abiliiy to receive 
as well as to give knowledge and technology 
internationally, on being able to interact with 
mutuality with other nations. For this thev 
will need com|>etencc and scIf-confidcncc 

Imaginative Plans 

For developing nations to make use of the 
benefits of nuclear power they need to imagi¬ 
natively plan not only the low cost power units 
but also the power consuming complex that 
could provide much needed inputs lo Ihc eco¬ 
nomy. They would have to disregard the tradi¬ 
tional pattern by which initiatives are taken 
independently to provide different essential 
national inputs. Recognising that in this 
matter one plus one can be much more than 
two, they would need a new appro,^ch differing 
from the current practice which depends largely 
on growth curves of electrical load in the past 
for determining new generating capacity for the 
future. They will di.sccver that internal- social, 
administrative and political problems arc at 
least as important as economic and teclmolo- 
gical factors in undertaking tasks, and more 
difficult to solve since these do not lend them¬ 
selves to meaningful outside assistance. This 
is precisely why they would find the task most 
challenging as well as rewarding. For, in 
confronting these problems squarely in respect 
of precise projects which cover almost every 
facet of national life they would acquire new 
strength and purpose of even more long-term 
significance than the project itself. 
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APPENDIX "A* 

ACTIONS PRELIMINARY TO AGRO- 
INDUSTRIAl. COMPLEX 

The Indian case studies which are described 
in the present publication involve major as¬ 
sumptions which will have to be verified before 
one could emhatk on schemes arising ilirom them. 
These are, for instance : 


1 That the cost of CANDU type of reactor^ 
under Indian conditioas would, in fact, 
turn out as projected in the report- both 
in terms of ln*uan technical content and 
foreign exchange rct|uiremetns, 

2 That underground, water supply is cap¬ 
able of sustaining lift irrigi.tion at the level 
onvisawd without adversely affecting ex¬ 
isting tube wells us well as surface w'ells. 

3 Tiiat for the given cropping patterns the 
profit from agriculture could be as slated. 

4 Thai appropriate social organisation can 
be createtl for a maximum utili/ation of 
tube vvelJv. 

5 That the new tcchnologies*in relation to 
(/) electric furnace for phosphotic fertili¬ 
sers (it) high density cicctrolyscr cells for 
hydrogen production and (Hit double 
fiuted tubes for desalination, will bring 
the results us visualised in the report. 

Test situatKMis arc required lO valithitc these 
assumptions. Some of them arc : 

1 Small diesel or gas turbine power gene¬ 
ration units m:iy be localctl for lift irri¬ 
gation to build lip hml and its distribution 
even before the planned large capacity 
installation is Li>innii.ssioiicd. 

2 A pilot plant for desalination usi'^g fossil 
fuel may be put in Kuich Sauraslitra re¬ 
gion to \erify the dcsaiinnlion technology. 
A small farm may be attaclied to this plant 
wlierc ilic economics of the ci opping pat¬ 
tern can be tested. 

3 Agricultural universities in (he country 
may be contacted for testing the new agri¬ 
cultural pattern. 

4 At ports such as Cochin or Mangalore 
(so that import is easy) where cheap elec¬ 
tricity is available, phosphorous produc¬ 
tion by electric furnace process can be 
undertaken. 

5 For testing hydrogen production via 
electrolytic process (using advanced ceils) 
Nangai will be an idoel location. 


APPENDIX B' 

ECONO.VIIC CONSEQl ENCES OF POWER 
CUTS AND POWER INTERRUPIIONS 

Kerala slate has almost all of its power 
generation from JiyJcl sources. From 1961- 
62 to l%5-6ft there have bec*n heavy cuts on 
the consumption during the non-monsoon 
period. In 1966, which vvaJ> a particularly 
bad year (with as much as 27 per cent deficiency 
of rainfall J, the cut imposoil was as much as 
50 per cent in genera! and 75 i>er cent in cases 
of some unils. Cases of cent per cent cuts 
lasting for two lo 58 days were also reported. 
It must be realised that deficiency of this 
magnitude is likely to occur once in every 15 
years. The economy suffered to varying de¬ 
grees in ; II the years. 

Shortage of power has many effects. It 
does not enable the consuming units to have 
planned production. It also afieers cflTiciency 
and morale. Tile Joss of production in one 
industry creates raw-material shortage in otiicr 
industries tliai have these feed stocks. Toss 
of fertiliser production for example results in 
loss of agricultural production. 

Earlier, the Directorate of Industries, Kerala 
state, compiled the claims of loss of production 
from various units and reported a loss of Ks 
514 lakhs per year due to power cut to direct 
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comuni«r«i and R$ 900 bkhs per year through lying were critically examined. More data was 
secondary loss. The loss due to interruptiotis collected to arrive at the following resuhs* 
was iHH (juantiiTed. The assumplionj^ under- which are deliberately conservative. 

average per year. 1961-66 


Loss to Direct Consume-s^ Secondary Loss(^ Total 

Due to cot Due to inter- Due to cut Duo to in- 
ruptions*** t miptions 

Rs lakhs Rs lakhs Rs lakhs Rs lakhs Rs lakhs 

In Production .... 200 100 200 70 570 

In Value Added ... 60 30 60 21 171 


•Only fifty reporting large unh.s considered. (Contributing per cent of total industrial 
production). 

@Only fertiliser to ag»’iculiijrc considered, otJtrr loss not quantified. 


•••Loss due to damages, etc., not quantified. 

If other units arc ronshiiretl and secondary 
loss within the industrial unif\ is etmsuivrcd 
this loss would he Rf 750 iaUis and a value 
added equivalent of Rs 225 lakhs {Rs 150 lakhs 
due to power cut md Rs 75 lakhs due to power 
interruptions.) 

It must be remembered that the opportunity 
of production lost in an economy of shortages 
is more costly than just the ruptH; wtirth of it. 

APPENDIX ‘C’ 

COMPARISON OF COAI, BASED AND 
NUCLEAR POWER PLANTS 

Figure 2, (Projoclcd costs for coal-fired stations 
and Candu type reactors in India) 

The cost estimates for larger ,si/.e stations 
have been projected on the basis of technical 
and economic considerations, parliciilarJ> in 
view of actual experience gained so far under 
Indian conditions with maximum feasible 
local supply of equipmem and materials. The 
capital ami t»pcratirig costs of larger nuclear 
stations have been extrapolated from the 
detailed ct»si data available for 2fK) MWe 
unit size of the CANDU type under Indian 
conditions. The capital and operating costs 
of larger coal fired thermal stations have been 
c.xtrapoIated from the cost data available for 
120-140 MWe unit si/cs under Indian condi¬ 
tions. The studies have l>cen done for a gene¬ 
ralised site location anywhere in India, and 
much more detailed studies would l)c neces¬ 
sary for the economic environments existing at 
a particular location. In calculating the gene¬ 
ration costs, the plant life for amorti.sation 
purposes has been assumed to be 25 years, and 
the load factor has been taken a.s 75 per cent. 
Although the generation costs have been cal¬ 
culated with varying annual charge rates, for 
the purposes of this paper results arc presented 
only for U per cent annual cliargc rate. Any 
reduction in the annual charge rate would be 
moa': advantageous for nuclear power stations 
because of incir higher capital costs. For 
nuclear stations the fuelling costs are based on 
an axerage fuel burnup of KCXX) MWD/Tc 
with suitable credits for plutonium and cobclt, 

Tn determining the breakeven radius for 
200 MWe nuclear station, the cost and calorific 
VttJuc of coal as reported to be delivered at 
Harduaganj. Trombay and Lnnore have been 
used as basis. It is, however, recognised that 
this breakeven radius wtniKl have to be actually 
cstasblished on the ‘price contours', for various 
grades of coal available for use in power stat¬ 
ions. 

APPENDIX *D’ 

THE TERMS OF REFERENCE & COM- 
POSITION OF WORKING GROUP ON 
AGRO-INDUSTRiAL COMPIEX 

1 The terms of rdferenoe were outlined in 
the letter No, AEC/13/67 by the Secretary. 


There are many other intangible conspqiienccs. 

Atomic Energy Commission, India. 
Relevant extracts from the same follow : 

1 “Recently, the Oak Ridge National Labo¬ 
ratory organised a study on nuclear- 
powered industrial and agro-industrial 
complexes in which representatives from 
the Indian Atomic Energy Commission 
participated. The purpose of tHc study 
was to consider the impact of low cost 
nuclear energy on certain major power 
consuming industries like ammonia via 
electrolytic hydrogen, phosphorous via 
electric furnace, aluminium, etc. This is 
of particular interest to India in relation 
to the potentialities of an agro-industrial 
complex in regions such as the Indo- 
Gangetic plain and Kutch-Saurashtra, 

2 As a follow-up of the general study con¬ 
ducted at Oak Ridge and with a view to 
spa‘ifically consider the implications of 
such a complex in India, it has been decided 
to constitiile a working group including 
various expertise relevant to such a study. 
The working group will also have a panel 
of consultants on whose experience and 
knowledge they could draw during the 
course of their studies, 

3 (a) The working group will confine its 
study to the two areas mentioned in para 
(1) and in each of these areas it will study: 

(6) Comparative economics of the 
production of nitrogenous fertiliser via 
electrolysis, naphtha, natural gas or refi¬ 
nery gas and coal. 

<c) Comparative economics of produc¬ 
tion of phosphatic fertilisers via the electric 
furnace and the wet processes; transpor¬ 
tation costs of the finished material and 
suitability of the indigenous phosphate 

(d) Economics of production of alumi¬ 
nium and its marketability 

(e) Economics of production of caustic 
soda and chloride 

(f) Economics of production of impor¬ 
tant crops such as rice, paddy, jowar, etc. 
and the relationship of their cost of |m*o- 
duction to the cost of water and the cost 
of fertilisers; possibility of conserving 
water through modem agricultural tech¬ 
niques. 

4 (a) In conducting the study, the working 
group will also consider: 

(/>) The national estimates of nitroge¬ 
nous. phosphatic and potassic fertilisers, 
aluminium and caustic soda 

(e) The availability and requireroent of 
raw materials such as natural gas, refinery 
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fotm, naphtha, coal, ttc for oltiofeBoua 
fertilisers, phosphate defiosits for phos- 
pharic fertilisers and bauxite, alumina, etc. 
for aluminium; 

The alternative uses of raw materials such 
as naphtha and the advisability of diverting 
them for fertiliser production, 

(d) Reactor size of the order of 1000 
MWe and the trend in cost reduction re* 
.suiting even from large size reactors and 
range of cost of power production from 3 
paise to 6 pai$e/kwh. 

Members 

1 Shri K. T. Thomas, Chairman, 

Head, Waste T^tmcnt Division, 

Bhabha Atomic Research Centre^ 
Chhatrapati Shivaji Maharaj Marg, 
Bombay-1. 

2 Shri M. P. S. Ramani, Convenor, 

Reactor Engineering Divi.sion, 

Bhabha Atomic Research Centre, 
Chatrapati Shivaji Maharaj Marg, 
Bomba>-l. 

3 Dr K. R. Chakravarti, 

General Manager, Planning Sl Develop¬ 
ment, 

Fertiliser Corporation of India, 

Sindri, Bihar State. 

Altcrnaic : Shri R. R. Poricha, 

Dy. Chief Engineer 
Planning & Development, 

Fertiliser Corporation of India, 

Sindri, Bihar State. 

4 Dr D. K. Desai 

Professor (Agriculture & Co-op.). 

Indian Institute of Management, 
Vastrapur, AHMEDABAD-6. 

5 Shri K. S. Hinge, 

Chief Executive Officer (Development), 
lata Chemicals Limited, Bombay Hou.se, 
Bruce .Street, Bombay-1. 

6 Shri N. S. Rao, 

Biology Division, 

Bhabha Atomic Research Centre. 
Trombay, Bombay-85. 

The team was assisted by the following 
scientific officers of Bhabha Atomic Research 
Centre: 

1 Shri V. B. Godse 

2 Shri M. G. Nayar 

3 Shri C. M. Shah 

4 Shri N. S. Sunder Rajan 

Consultants 

1 Shri P. J. Heredia. 

Secretary to iJie Govt, of Gujarat, 
Department of Agriculture, 

Sachivalaya, Ahmedabad-15. 
and his nominee: 

Dr G, A, Patel, 

Director of Agriculture, 

Krishi Bhavan, Paldi, Ahniedabad-6. 

2 Dr J. S. Kanwar. 

Dy. Director General, 

Indian Council of Agricultural 
Research, Krishi Bhavan, 

Dr Ra^icndra Prasad Road, 

New Delhi-1. 

3 Nominee of the Ford Foundation: 

(a) Mr. Nathan M. KofTsky, 

Programme Advisor on Agricultural Eco¬ 
nomics. 

(^) Dr Carl C. Malone, Consultant . 
on Agricuttiual Oevelopmeatr-Farm Man¬ 
agement. 
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(tf) Mr Vcmon L. H«tU ConsulULOt 
on Agricultural Development—Rice Breed* 
ing and Production, 

4 Prof D. Lai, '^ata Institute of Funda¬ 
mental Research, Colaba. Bombay-«S. 

5 Shri A. L. Sabharwal, Indian Aluminium 
Company, 

1, Middleton Street, Calcutta. 

6 Shri V. N. Meckoni, Head Reactor £n- 
gineeriM Division, Bhabha Atomic Re¬ 
search &ntre, Tromboy, Bombey-85. 

The team had the benefit of consultations 
wi'^ the Agro-Industrial Study team of the 
Oak Ridge National Laboratory and in parti¬ 
cular with Dr R. P. Hammond, Mr H. E. 
Goeller and Mr J. E. Mrochek. 


APPENDIX 


nuudmum costs of fossil hieU for given eleo 
tricity costs) should be as below: 


Power 

Coal 

LSHS 

Naphtha 

p/kwh 

Rs/T« 

Rs/Tc 

Rs/Te 

1 '0 

4 

ID 

40 

2 0 

37 

120 

175 

3 0 

70 

225 

290 

3. Similarly breakeven 
nium nitrate are as under 

points for 

ammo- 

Pow^r 

Coal 

LSHS 

Naphtha 

p/kwh 

Rs/Tc 

Rs/Tc 

Rs/Tc 

10 

11 

40 

90 

2 0 

39 

190 

190 

3-0 

70 

260 

325 


4. The maxinnim stream size assumed for 
phosphatic fertilisers are 650 Tb/day for dia- 
mmonium phosphate (DAP), 650 Te/day for 
triple super-phosphate (TSP), 700 Tc/day for 


nitric phosplmto (NP) and 450 Tc/day for wet 
phosphoric acid plants. The costs of produc¬ 
tion of DAP (18 N *4dP,0,)- TOP (ONi 46 
Ps Of) and NP a4.3N| 14 >7 PgOs) at varying 
prices of power and sulphur have been consi- 
deted for the study. The plant capacity assu¬ 
mes 600 Te/day of Pa Of production. Thus 
capacity of DA? plant is 1300 Tc/day (two 
streams), TSP 1300 Tc/day (two strtams), NP 
4100 Te/day (six streams). The cost of pro¬ 
duction of NP is about Rs 950/Te irrespective 
of either power cost or sulphur cost. The break¬ 
even poiuts between furnace acid (electric 
furnace process) and wet acid (sulphuric add 
based process) are as under . 

Power Sulphur 

p/kwh Rs/lc 

TSP DAP 

1 “0 ‘ 400 430 

2 *0 470 500 

3 *0 600 600 


NAPHTHA PRODUCTION AND 
AVAILABILITY 


Estimated for Million 

1970-71 tonnes/ 

annum 

Total available 4 *134 

For gasoline production 1 *471 

Petrochemicals 0 -861 

Export (at current level) 0-515 

Available surplus 1 *287 

Required for the targeted fertiliser 
l^oduction of 3 *5 million tonnes 2 -864 

Expected deficit 1 -577 


Source : Criteria in planning for nitrogenous 
fertiliser industry in India (1967) 
by Fertiliser Corporation of India. 


APPENDIX ‘F* 

FERTILISER ECONOMICS 
ASSUMPTIONS AND EXPLANATIONS 

(а) The location of the plants are, uni¬ 
formly, the most favourable for a given process 
coal brsed plant at the mine head, heavy stock 
and napbtlia based plants of the refinery, and 
etectrolyser based plant near the power source. 
This puts them on equal footing. 

(б) The life of the plant is uniformly 15 
years with zero salvage value at the end of the 
period. 

(c) Interest on investment is seven per 
cent. 

(d) No investment on colony for workers 
and supporting iadlity for the plant has been 
taken into account. Thus the whole analysis 
has been limited to battery limit plant. 

(e) 'Other minor assumprinns on working 
cepital, taxes and cost of labour, indirect ma¬ 
terial etc., have been made on a realistic basis. 

(/) Sinking fund method is used for com¬ 
putation of ocqMeciation, 

2. For a given plant of 3000 tonnes per day 
(four streams of 750 tonnes each) of urea, cost 
of production for a particular process as a 
function of cost of feed stock um ' for that 
process has been considered for the study. 
In order that the fertilisers produced by fossil 
IM'based piants are not costlier than those by 
p0w«t^baied \etoctr9lyser oelh) plants, the 


APPENDDC ‘G' 

PRODUCTION, CAPACrrV AND EFFICIENCY OF NITROGENOUS FERTILISER 

FACTORIES" 

(In tonnes of nitrogen) 


Name of the fertiliser 
factory 

Feedstock 

Annual 

Capacity 

Production 
for the first 

11 months of 
1967-68 j.e. 
up to end of 
February 1968 

Extrapola¬ 
ted produc¬ 
tion for one, 
year 

Plant 
efficiency 
(Per cent) 

Public Sector 






Sindri 

Coke & coke 
oven gas 

102,000 

66,716 

72,781 

71.35 

Nangai 

Electrolysis 

80,000 

71.734 

78,255 

97,82 

Trombay 

Naphtha and 
refinery gas 

90,000 

36,518 

39.838 

44,26 

Gorakhpur 

Naphtha 

80,000 

450 

491 

0.61 

FACT 

(Udyogamatidal) 

Naphtha and 
electrolysis 

67.000 

73,974 

26,153 

42.18 

Ncyveli 

Lignite 

70,000 

29,425 

37,100 

45,85 


Rourkela Coke oven 120,000 33.665 36,725 30,60 

gas 


Private Sector 






Varanasi 

Coke 

10,000 

4,742 

5,175 

51,73 

Ennore 

Naphtha 

16,000 

6,054 

6,604 

41,28 

Gujarat 

Naphtha and 
refinery gas 

96,000 

33,019 

36,020 

37.52 

Visakhapatnam .. 

Naphtha 

80,000 

3,957 

4,316 

5,40 


"Answers in Parliament, Oil Commentary P. 48 Vol. V. No. 13, May 15, 1968. The figures 
in the last two columns have been calculated by the authors. The very low cfiiciencirs in some of 
the cases nnay be due to the fact that they are new plants which have just started production. 

The only large electrolysis based plant in the list is at Nangai and curiously enough it has 
operated at the hkhest plant effi<^ncy of 27.8 per cent when compared with other plants 
whose avarige efficiencies range from 40—50 per cent. It is not clearly established whether 
this is doe to any inherent superiority of the Naugal plant or whether there are some other 
mgladies affectiiig the ellciencies of the other plants. However this plant is worth examining. 
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ASSUMPTIONS AND EXPLANATIONS 
FOE ALUMINIUM PRCHNJCSiON 

For ntitmtion or cost of produotioii of 
aluiiuiiiutn» the following aMumptions are 
made: 

1 For raw material much rs caustic, 
cryolite, llourspar, elcctrodei etc. present day 
average market rates have been assumed as 
under: 


Principal Raw Materials 

Cost of raw mate- 

require and quantities 

rials at the point of 

tonites/tonne atumi- 

occurence of at the 

nium.) 

port if imported. 

Bauxite 

Rs 10/' to Rs IS/- 


at minehcad. 

Cryolite 

Rs 2,000/- c.i.f. 

Aluminium fluoride 

Rs 2.250/- c.i.r. 

Floursper 

Rs MO/- c.i.f. 

Calcined petroleum coke 

Rs 400/- f.o.r. 

Calcined anthracite coal 

Rs 850/- c.i.f. 

Low ash metallurgical 

Rs. 5M/- c.i.f. 

coke 


Caustic soda 

Rs 855/- f.o.r. 

Coal 

Rs 34/- f.o.r. 

Pitch 

Rs 250/- f.o.r. 

Furnace oil 

Rs 200/- f.o.r. 


2 Labour charges liave been estimated from 
actual operating data for smaller plants and 
scaled up. The cost of labour for the complete 
fabricated aluminium produce will be around 
Rs450/Te. 

3 Power consumption calculated at 22,000 
kwh/tonne of fabricated aluminium. 

4 Power rate for project evaluation c.g. 
western Indo-Gangctic and Kutch-Saurashtra 
region) has been taken at 2 *6 paise/kwh. 

5 Plant life 25 years with zero salvage value. 
Depreciation is computed by sinking fund 
method. 

6 Interest rate seven per cent. 

APPENDIX 

COMPARISON OF THE DIFFERENT 

ASSUMPTIONS FOR ELECTRICITV 
COSTS 

rhe cost of power from a single purpose 
power plant of 2 x 600 MWe has been estimated 
to be 2 -6 paise/kwh in the discussion on agro¬ 
industrial complex. I'his generation cost is 
based on eight per cent annual charge rate, 85 
per cent load factor and with no provision for 
return on capital. If three per cent return on 
capital (11 per cent annual charge rate.) and 
75 per cent load factor arc taken, according to 
the procedure being adopted for calculating 
gene ration costs, this would work out to four 
paise/kwh. 

The idea of agro-industrial complex is based 
on a more horizontal load duration curvr. As 
such 85 per cent L F is quite justihed here. 

Also, the nK’th<,Hl of economic evaluation of 
the complex as used lierein is to And out the rate 
of return on investment taking into considera¬ 
tion the inputs to and outputs from the com¬ 
plex as a w'holc. The capital regeneration 
(three per cc«t) need not therefore be taken 
into account. 

Hence there is no inconsistency in the di- 
(Terent costs reported. 

APPENDIX r 

ECONOMICS OF DESALINATION. 

ASSUMPTIONS AND COMMENTS. 

1, The capital cost for plants employing 
two desalint tion technologies and generating 
1000 and 1200 MWe .salable power ww es¬ 
timated. 

The important assumptions (interest rate 
six per cent, plant factor 80 per cent, capital 
regeneration of three percent, and the lire of 


thedIRbrent parts of the havodbem in** 
dkated ip the figwb ihm* 

Thus^ for a particular technology and parti¬ 
cular total power gcnetatiofi, the cost for water 
per 1000 ^lons as a (bnetton of water plant 
capacity is expressed in this Agime. 

Z The assumption of 15 years life for tube 
bundle,very conservative. As such in actual } 
practice there may be considerable itduction 
in the final cost of water. 

3, For Long Tube Vertical Evaporator 
(LTVE) plant the overall heat transfer co-effi¬ 
cient is taken as 1450 Btu/ft* hr* F as compared 
to 780 Bty/ft* hr® F for the Multi-Stage Flash 
Evaporator (MSF) plant on the assumption 
that double fluted tubes will be used for the 
farm. It should be pointed out that the above 
heat transfer co-efficients for MSF have been 
achieved in large scale commercial operation. 

4, The use of sulphuric acid to treat sea wa¬ 
ter in order to reduce scale formation on the 
heat exchanger tube is assumed at present. If 
hydrochloric acid is used as an dtemative it 
would be possible to reduce the wtter cost to 
the extent of Rs 0.30 per thousand gallons. 

For understanding of the underlying assum¬ 
ptions for the various tables for western UP 
and Kutch Saurashtra projects reference to the 
preliminary report of the agro-industrial 
complex study group is required. 


APPENDIX K* 

AGRICULTURAL ECONOMICS 

ASSUMPTIONS AND EXPLANATIONS 

1. Only flow method of irrigation has been 
considered for watering crops. These costs 
could be reduced further by utilising modem 
water management methods. 

2. In order to maintain the load factor on 
the desalination plant, it is necessary to have 
water demand throughout the year. Crop 
rotation as sucti assumes special importance 
in the study. The economics of most profit¬ 
able crop rotation on the basis of data collec¬ 
ted on individual crop has been worked out. 
Two alternative crop rotations have been con¬ 
sidered for the study. 

3. Average yields and average prices of the 
crops have bec»' assumed. Average cost of 
other rgricultural inputs have also been taken 
into account. 

As these crop rotations are hypothetical, 
they will have to be tested on experimental 
farms before one takes any decision on their 
feasibility and actual water requirements. 


APPENDIX -L’ 

{Extracts Jrom Special Study Project—Summary 
Report dated June 1, 1968 on the Nuclear-Pow^ 
cred Agro-Industrial Complex^ brought out by 
Oak Ridge National Laboratory, 

Recommendations 

Arid, tropical and semi-tropical regions 
with year round growing climates appear po¬ 
tentially capable of growing food at costs in 
or near the world market price range, using 
desalted water at prices like 20 c/10* gal. The 
extra cost for the expeT'sive water is at iecst 
partially offset by the opportunity to conduct 
intensive year round food-factory agriculture 
in strong growing climates with many conditions 
under unusually good control, including the 
**rain'\ Several crops (notably grains and 
potatoes) have reached yield levels such that 
they can supply a man with his caloric require¬ 
ment using less than 200 gallons of water per 
day, and further improvemeJit is potentially 
possible. What is mm, it pppears that the 
.same is true for complete year rour d cropping 


pattern that miiht be employed on aotual 
faxins. 

To flilly leatixe these potentialities* or to 
have the option of Inv^ing them at some fb- 
tttie time* will lequiie gustained R and D 
and inferimpiiot efforts on alt fironts tot two 
decades. Evaporator and bieete work has 
already been initiated by the OflSoe of Saline 
Water and flic Atomic Energy Comrohsion, 
xemctfvely. The agricultural wmk is more 
dmhaed and will benefit from both fa) acauiiing 
a focus based on the kmg term food-<raetoiy 
objective, and (b) the stiimilaction of imagina¬ 
tive research Into new possibilities and com¬ 
binations. As an eosam^ under (a) the esta¬ 
blishment of an experimental station of several 
hundred acres watered a small fossil fiielled 
evaporator in a suitable warm arid location 
could be most valuable. Such a pilot farm 
would undertake the complex problem of wor¬ 
king out optimal year round crop patterns, 
using the best available strains and practices 
from agricultural work anywhm and feeding 
back problems and needs uncovered in tiying 
to put them together in practice. As e spec^- 
tive example under (b) exploratoiy flmdamental 
research on the effects of CO| enhancement 
within the plant canopy, carried out at least 
in part under controIM environmental condi¬ 
tions, might be considered. 

Water desalting on a large scale for muni¬ 
cipal. industrial, and agricultural purposes 
is at present most economically accomplished 
in *‘dual purpose** plants whicn also generate 
power on a large scale. This availability of low 
cost power is in some cases most wdeome for 
promoting the development of heavy industry 
in the region and displacing dependence on 
strategic raw materials such as natural ma 
or naptha or sulphur. The generalized stucw 
which we have made suggest the prafitability 
of such agre-industria] complexes for some 
developing countries, possibly even with near 
term technology. Thus it appears desirable 
to carry out specific studies in greater depth 
for specific regions with their own local condi¬ 
tions. 

Because of cost scaling of the plants with 
size it will, under some circumstances, be eco¬ 
nomical to concentrate heavy industry at one 
place and accept the increeseJin product trans¬ 
portation costs, rather than disperse the indus¬ 
try to the product consumption areas. If nuc¬ 
lear reactors are employed, the energy source 
also scales favourably with size, yielding an 
additional advantage for large complms. 

The portability of nuclear power gives great 
flexibility in the location of industrial compk xes, 
c.g. they can be sited at bauxite or phosphate 
rock deposits far from fossil fuel sources, and 
ammonia can be made anywhere there is coo¬ 
ling water without reference to petroleum supp¬ 
lies. The generalized studies again sug^t 
the possible profitability of such complies 
in some developing countries at sizes of 500 
MWe and up, and in the US at larger sizes, 
perhaps even with near term technology. Thus 
it again appears worthwhile to cany out speci¬ 
fic studies in greater depth for a numb^ of 
individual regions with their own local condi¬ 
tions. 

In the case of those Industrial proce^ 
whose nature may be changed by the wider 
availability of economical pow^, R and D 
on key items may be needed either to permit 
adequate evaluation of their potential or to 
create the option of their emplojmot with¬ 
out undue delay. Examples myht include 
advanced water electrolysis cells for Ha pro¬ 
duction, acylic generators^ caustic treatment 
of seawater to pravenl scale formation in eva¬ 
porators, and chemical reactions in high tem¬ 
perature plasma systems. 


Nett: As for the purpose of this sUt«^ only 
mahdand India was considered. a]l the island 
lenitories of India in the Bay of Bengal and the 
Arabian Sea are not ^own in the figim. 
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Between Fire and Fireworks 

It is only to tho abstract moralist or the absolute cynic or the man 
woman who has the compassion of the Buddha that all lives are sacred 
even that all human lives are equal. With the politician the value of li 
differs according to whose life It is-and Mrs Indira Gandhi Is a politicta 
If nothing else. It Is, therefore^ a reasonable assumption that> although si 
had earlier decided that she could afford to (at Oarshan Singh Pherumr 
starve himself to death and acted accordingly, she will now taka the vis 
that the self-burning of Sant Fateh Singh wouid be, so to speak, anoth 
Kettle of fish* 



Say, who is quitting poverty? 
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a tender hearted 
giant 


The Fertilizer Corporation of India 
Limitki^the largest fertilizer com¬ 
plex of iU kinu in the country, is 
indeed a giant organisation. It 
provides e*iipTw/ment opportunities 
to some 19,000 people in its five 
operating units and three projects 
under construction. 

But to FCI, employees are not just 
names and numbers. They are 
peopio of flesh and blood seeking 
a better, happier life. Mnd FCI 
recognise their needs and try as 


much as possible to fulfil them. It 
provides facilities for subsidised 
canteens, transport, free medical 
treatment, free education (for 
employee's children) and proper 
housing, not to mention creches, 
paid-hoiideys, gratuity and provi« 
dant fund. | 

Admittedly they aren’t everything 
that an employee may need. { 
Nevertheless they are gestures to 
show that the giant has a tender 
heart. 


I 1 Qu inspires goodwill 
|h rnl and understanding. 

FERTILIZER CORPORATION OF INDIA LIMITED . new Delhi 
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Between Fire and Fireworks 

As WE write these iirtes on the morning of the 28th January, it docs not seem likely 
that Ppjab will go up inflames or cvenSant Fateh Singh. It is only to the abstract 
moralist or the absolute cynic or the man or woman who has the compassion of 
the Buddha that all lives are sacred or even that all human lives are equal. With 
the politician the value of life differs according to whose life it is - and Mrs hidira 
Gandhi is a politician, if nothing else. Jt is, therefore, a reasonable assumption 
that, although she had earlier decided that she could afford to let Darshan Singh 
Pheruman starve himself to death and acted accordingly, she will now take the view 
that the self-burning of Sant Fateh Singh would be, so to speak. another kettle of 
fish. Darsfian Singh Pheruman did not have the passionate mass following which 
Sant Fateh Singh is presumed to command. The fi^st unto death which the 
former accomplished, moreover, was undertaken perhaps less against the central 
government's non-decision on Chandigarh than against the politics of Sant Fateh 
Singh and his faction in the Akali Dal. 

The Prime Minister could, therefore, adopt tlie attitude that Darshan Singh 
Pheruman’s fast was essentially an issue of domestic politics in Punjab. Events 
subsequent to Pheruman’s passing away proved her calculations right. There was 
no outburst of popular sentiment of a kind to give her any serious political head¬ 
ache. It may be that even Sant Fateh Singh’s self-immolation — if this, un¬ 
fortunately, were to occur, which is unlikely - need not necessarily lose Punjab 
to India or even the central government. But it may well lose Punjab to the pre¬ 
sent Indira Gandhi administration. 

This, as Mrs Gandhi must be deploring, would, however, not be the w'bole 
story. Any act of commission or omission on the part of the Prime Minister with 
regard to the issue of Chandigarh is bound to be exploited against her by her 
political opponents in the a)uulry and Parliament, unless, of course, the decision 
she may ultimately lake on the future of Chandigarh is so eminently reasonable 
that it would be received with satisfaction in Punjab and without resentment in 
Haryana. This is thus an occasion for a Daniel to come and deliver judgment. 
If an instinct for political survival would do duty for wisdom, Mrs Gandhi could 
be counted as a thousand Daniels or a similar number of .Solomons. But there are 
those fatal flaws in her character, viz., a sinful pride and a self-opinionated obsti¬ 
nacy. 


In the case of Pheruman she could gel away with luimouring tluit pride and 
obstinacy under the pretext that the central government could not decide a politi¬ 
cal issue under pressure or threats from individuals or political groups. It is our 
assessment that, where Sant Fateh Singh's life is concerned, she would find it 
convenient to be wise rather than proud or stubborn. This would mean that a 
solution acceptable to Punjab and not altogether disagreeable to Haryana will 
be announced well before Sant Fateh Singh gels within scorching distiince of 
any devouring flame. Whatever this formula may be and whatever the claims 
made for it by Mrs Gandhi, it would undoubtedly, be a decision taken by the 
central government under compulsion. To say this is not to pass judgment on 
the merits of the .settlement itself. Tlial verdict must await the relevant announce¬ 
ment by the Prime Minister. 

Decision on Assam Crude 


RECORDS AND STATISTICS 160 
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The RECENT decision of the union government on the utilization of Assam’s crude 
oil resources has had a mixed reception. Coming in the wake of a state-wide 
agitation, the proposal to retain nearly one niilliim tonnes of crude over and 
above the approximately J .25 million tonnes already used by the Digboi and 
Noonmati refineries, for processing within the stale has been hailed as a viclory 
for the just cause of the Assamese. Several others, however, have interpreted it as 
a surrender to the pressure tactics of the .state government; in the opinion of 
these critics, the Prime Minister has yielded on the issue in the interest of 
retaining the support of Assam for her faction of the Congress party. 

The case of the government and the people of Assam is based on the simple 
fact that crude oil being one of the most important natural rcsouice of the 
state, its processing should be undertaken in such a way that they too bene¬ 
fit to at least a reasonable extent in the form of higher state revenue and emp- 
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loymcnt opportunities. This indeed is a 
legitimate claim. More so when Assam 
IS one of the most industrially backward 
states in the country. Tf additiomtl crude 
is processed within Assam itself, it will 
undoubtedly foster industrialisation 
which will not only augment the finan¬ 
cial resources of the stale but shall also 
open up new vistas of employment. 

The case of the critics is based pri¬ 
marily on the consideration that the 
market for processed petroleum within 
the Assam slate and the adjoining areas 
of Manipur, Tripura, NEFA, Bhutan 
and Sikkim is limited. The region, 
therefore, may not be able to fully 
absorb in the next 10 years even the 
petroleum products, except kerosene 
which will be turned out by the Digboi 
and the Noonmati refineries. The (wo 
refineries at present have a combined 
capacity of 1.25 million tonnes. The 
capacity of the Noonmati refinery 
will be increased from 0.75 to 1.1 
million tonnes in the next few years 
through the process of removing bottle¬ 
necks. So, as against an estimated de¬ 
mand of 1.09 million tonnes in 1975 
and 1.66 million tonnes in 1980 (this 
estimate takes into account the econo¬ 
mic growth of Assam and its neigh¬ 
bouring territories at a much faster 
rale than has been the case hiilier(o), 
this north-east legion will have a refin¬ 
ing capacity of 1.625 million tonnes. 
If additional capacity is installed in 
Assam, the critics contend, much larger 
quantities of products will have to be 
carried to outside the region for mar¬ 
keting than is the case at present. 

The arrangement, it is further pointed 
out, will adversely affect the working 
of the Barauni refinery which is the third 
refining unit based on Assam crude. 
Citing the findings of the five-member 
experts committee which recently rc- 
p<>rtcd on the techno-economic feasi¬ 
bility of locating additional refining 
capacity in Assam, they argue that the 
maximum annuiil output of crude oil 
from the proved and indicated reseivcs 
of both Oil India and the Oil and Natu¬ 
ral (ias Commission's Assam conces¬ 
sions will be 4.606 million tonnes in 
1973, With !hc expansion of the Bar¬ 
auni refinery to 3.4 million tonnes, 
primarily through the process of rem¬ 
oving bottlenecks, as in the case of the 
Noonmati refinery, the total crude oil 
requirements of the three refineries 
based on Assam crude will be 5.025 
million tonnes. The envisaged crude 
output from the state, therefore, will not 
be sufficient u> meet the full icquire- 
mcnls of the Digboi, Noonmati and 
Barauni refineries; it will be jusi margi¬ 
nally more than even tlicir present 
combined capacity of 4.275 million 
tonnes. Tfie relent ion of one million 
tonnes additional crude for processing 
in Assam will, thus, necessiiatc making 
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available at least a similar quantity to 
the Barauni refinery from elsewhere 
—^from imports till alternative indige¬ 
nous sources arc found. 

In view of the above, the retention 
of an additional one million tonnes of 
crude for simple processing in Assam, 
thereferc, it is argued, will not be an 
economic proposition, notwithstanding 
the fact that nearly six crorcs of rupees 
will have to be spent on expanding the 
crude conditioning facilities at Moran 
and the Nahorkatiya-Moran-Noon- 
mati-Bara uni pipeline for carrying 
crude to the two main processing cen¬ 
tres at Noonmati and Barauni. The ex¬ 
penditure on provision of facilities for 
processing additional crude in Assam 
and on the movement of surplus pro¬ 
ducts to north Bengal and possibly 
further south or west will be much 
more than the cost of expanding the 
above facilities. 

But the union government’s deci¬ 
sion docs not envisage simple proces¬ 
sing of additional crude in Assam. 
What is aimed at is the setting up of a 
petrochemicals complex the products 
of which can be consumed in the neigh¬ 
bouring areas or transported to long 
distances without much cost. If a Judi¬ 
cious selection of the products to be 
n'Hinufactured at this complex is made, 
much of the criticism of the union 
government’s decision will not be justi¬ 
fied. 

But to assume that the union govern¬ 
ment’s decision will not create any com¬ 
plications will be presumptuous. The 
main complication will arise in regard 
to the meeting of the rcquircmenis of 
petroleum products in the high-demand 
Calcutta area in the next three years— 
till the Haldia refinery goes on stream. 
The fears about any large-scale modi¬ 
fications in the Barauni refinery cquip- 


January 30, 1970 

ment appear to be unwarranted as the 
import of low-stdphur crude which is 
suitable for this refinery may not pose 
insurmountable hurdles. The present 
source of supply for the Calcutta 
area is Barauni from which products 
are carried through a pipeline to Hal¬ 
dia. Tf this pipeline is to be used simul¬ 
taneously for bringing in imported 
crude to the Barauni refinery, the 
movement of products through the 
pipeline will obviously be hindered 
unless the capacity of the pipeline is 
increased. If some movement has to 
take place by rail—undue expansion of 
the pipeline may not be warranted in 
view of the proposed Haldia refinery— 
then the question arises: will it not 
be more economical to cater for the re¬ 
quirements of the Calcutta area from 
Visakhapatnam, Madras or Cochin 
by harnessing coastal shipping into 
service? 

But this will raise the question of 
how the products of the Barauni refi¬ 
nery should be marketed if it is to be 
run to 3.4 million tonnes capacity. 
Obviously additional products from 
this area will flow to the west. This 
may necessitate the extension of 
Barauni-Kanpur product pipeline to 
Delhi. As a result, there will be distur¬ 
bance in the marketing zones of the 
Koyali and Trombay refineries. All this 
boils down to the fact that there will have 
to be a new demarcation of the econo¬ 
mical marketing areas of every refinery. 
We feel that this study should be under¬ 
taken expeditiously, fn the meanwhile, 
the plans to set up a new refinery at 
Kandia should be held in abeyance. Tf 
the products from Barauni have to be 
marketed more and more westwards, 
it will be difficult to absorb the products 
of the Koyali refinery in the Delhi- 
Punjab area. 

The decision of the Kandia refinery 
has to be held back for another reason 
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An attempt was made in two recent issue.s to 
delineate the principles that should govern 
internalional agreements in the splieres of com¬ 
mercial policy and commodity regulation. 
Connected with this is the question of the con¬ 
trol of international cartels through inicr- 
government action. 


The need for such control is now generally 
recognised, although there is sliarp difTerence 
of opinon on the measure and manner of con¬ 
trol that should be adopted on the international 
plane. For more than one reasipn, it seems 
desirable that a certain degn» of regulation 
should be imposed on the activities of private 
international cartels through concerted inter¬ 
governmental action in the light of a code of 


agreed principles. The chief reason, of course, 
is that the cartel, domestic or international , is 
essentially a restrictive device, preventing the 
creation of additional wealth and is, therefore, 
out of place in any economic set up geared to 
the expaasionist ideal of an ever-increasing flow 
of goods and services into the world markets. 
As the Economist pointed out in a recent article 
on this subject. **An attempt to mulct con¬ 
sumers for the benefit of producers is bad 
enough in any case; but when the producers are 
in one sovereign state and the consumers in 
another, there may be serious political reper- 
ciissions. The influence that a cartel can exert 
on the location of an industry, by discouraging 
or forbidding new entrants, is a far more seri¬ 
ous matter when it aflects the relative industrial 
strengths of nations’*. 
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too. There are indications that the 
output of crude oil from Gujarat may 
£0 down in not very distant future. So, 
to feed this refiitery, crude oil may 
have to be supplied from the Cambay 

Freer Food in 

TM REMOVAL of Controls by the Tamil 
Nadu government over the movement 
of foodgrains and soiling prices with 
effect from January 9 did not come 
entirely as a surprise as an indication 
had been given earlier by the state's 
Food Minister, Mr P. U. Shanmugham, 
that the time was ripe for decontrol 
and the state government was consi¬ 
dering the question of abolishing statu¬ 
tory rationing in Madras and Coim¬ 
batore and removing all controls over 
the transport of foodgrains. But while 
the Tamil Nadu cabinet has given the 
lead to the country in this regard and 
far-reaching decisions relating to food 
controls may be taken by the central 
government and the chief ministers 
when they meet in New Delhi t'ftcr 
some time, in knowledgeable trade 
circles the question is being asked how 
the Tamil Nadu government took such 
H bold decision and what exactly is the 
significance of a record output cf food- 
grains in 1969-70 for the whole country 
and what are the reasons for the ano¬ 
malous trends in respect of availability 
and prices. 

In Tamil Nadu, thanks to a favour¬ 
able north-east monsoon, a bumper 
rice crop is expected to be harvested 
in the next few weeks and there arc 
hopes that with an extension of the area 
under high-yielding varieties the output 
of rice will rise substantially in the next 
two or three seasons. It is also pointed 
out at the same time that the carry-over 
stocks were exhausted in 1968-69 as 
there was a calamitous drought in many 
districts in the state and there can be 
a distinct improvement in the supply 
situation only if there are two good 
crops ir succession. 

The state government probably thou¬ 
ght it advisable to abolish statutory 
rationing and continue the subsidised 
rupec-a-measure scheme in a modified 
form as this afforded an opportunity 
for the government to effect a subs¬ 
tantial saving in expenditure. Also, 
it is felt that with a better food situation 
in Kerala and reports of a significant 
improvement in output in Mysore, 
there was no likelihood of smuggling of 
foodgrains on a large scale from Tamil 
Nadu into the neighbouring states. 
The prospect of sizable quantities of 
rice being received from Andhra Pra¬ 
desh is not quite encouraging. But it is 
argued that with a record crop in Mad¬ 
hya Pradesh, Orissa and West Bengal 


offshore, where exploration is now 
being undertaken. If we fail to strike 
oil in this offshore area, crude may 
have to be imported even for the Koyaii 
refinery. 

Tamil Nadu 

and a comfortable position in Maha¬ 
rashtra, it will not be possible to export 
clandestinely large quantities to Maha¬ 
rashtra and other states from Andhra 
Pradesh, and Tamil Nadu can hope to 
get about two to three lakh tonnes of 
superior varieties of rice as in former 
years and sell a corresponding or a 
slightly less quantity to Kerala if it 
became necessary. 

The wisdom of the Tamil Nadu gov¬ 
ernment’s action will be borne out 
only by the developments in the com¬ 
ing weeks as it is anticipted that arri¬ 
vals against the new crop will be heavy 
only in Fcbruary-March. But there 
has already been a slight decline in 
the open market. Tliis development 
has no special significance as prior to 
decontrol paddy was selling at exorbi¬ 
tant levels in some districts and it had 
been complained that there was exces¬ 
sive procurement and consumers in the 
non-rationed areas were badly affected 
by rising prices. 

The continuance of procurement 
operations in a new form may also 
have a defeating effect as it is fell 
that the levy of 50 per cent on the 
quantities exported out of Thanjavur 
district, the granary of the state, by 
establishing check posts as strategic 
points and the collection of a lower levy 
of 15 per cent in other districts will 
besides giving rise to administrative 
problems result in the procurement of 
large quantities of rice which may not 
be needed for fulfilling obligations under 
the rupec-a-mcasure scheme in a modi¬ 
fied form in Madras and Coimba¬ 
tore. U has been roughly estimated 
that the quantity required for this pur¬ 
pose may not be more than one lakh 
tonnes annually and that the state is 
adopting an unduly cautious policy for 
building up stocks and meeting any 
eventuality. It will be known before 
the end of March whether the food 
situation has improved distinctly and 
whether open market prices for rice 
stabilise at reasonable levels. 

However, what is more important is 
the significance of this move of the 
Tamil Nadu government from the 
national angle and whether the interests 
of producers and consumers can be 
served better by extending the zone for 
rice and abolishing altogether controls 
over wheat. What is intriguing is the 
absence of any difficulty in absorbing 


the record quantities of foodgrains and 
any worry about the troubles that may 
be experienced in marketing bumper 
crops. The union Minister of State 
for Finance, Mr P. C. Sethi, observed 
some time back that the output of 
foodgrains in 1969-70 may be even as 
high as 102-103 million tonnes or 8 to 
9 million tonnes more than the output 
of 1968-69. 

It is likely that the earlier esti¬ 
mates may not be fully realised. But 
a crop of even 100 million tonnes should 
leave a sizeable carry-over into the 
next season and be reflected in lower 
prices for coarse cereals particularly. 
The estimates of the wheat crop arc 
widely different. It is, however, possible 
that yield will not be less than 18 mil¬ 
lion tonnes and will probably be 20 
million tonnes. The output of rice 
may constitute a record for all time at 
45 million tonnes which would suggest 
that the yield of coarse cereals will be 
35 to 37 million tonnes. With the cas¬ 
ing of prcsvsurc on coarse cereals and 
larger availability of rice, there should 
have been by now a substantial drop in 
values for bajra, jowar and other coarse 
cereals. But there are no indications of a 
downward trend in prices in the princi¬ 
pal grain markets in the country and a 
clear picture may emerge probably in 
April-May when the rabi crops are 
handled. 

At this stage it would be pertinent 
to ask what exactly is the requirement 
of the whole population in terms of 
fine and coarse cereals and how a rising 
output has been easily absorbed. Having 
regard to the fact that in 1964-65 an 
output of 88 million tonnes was not 
fully absorbed and there was a carry¬ 
over of rice and coar.se cereals, though 
it was necessary to import about 3 
million tonnes of wheal, it can be 
safely assumed that gross consumption 
in that year was around 88 million 
tonnes. Tn a five-year period, the growth 
in consumption may not be more than 
12J pci* cent even with an increase in 
the standard of living, which would 
suggest that the total availability will 
have to be at the maximum 99 million 
tonnes. This figure would, however, be 
on the high side, if it is borne in mind 
that in Tamil Nadu six million tonnes 
of foodgrains are consumed for a popu¬ 
lation of 38 million. If the average for 
Tamil Nadu is assumed for the whole 
country, a quantity of more than 95 
million tonnes will not be needed for 
meeting immediate requirements. 

Logically, therefore, there should bo a 
set-back in prices in the open market 
in April-May this year if large quantities 
of foodgrains are not being smuggled 
out of the country to Pakistan and 
Tibet. It can, however, be expected 
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that there will be compulsion to relax 
controls over movement and prices if 
the outlook for the next kharif season 
is encouraging and for the fourth 
season in succession the production of 
foodgrains is maintained at a high 
level. The only benefit so far out 
of a breakthrough on the food front 
is the absence of an increase in prices 
for foodgrains. But there will be posi- 


At long last, a big lacuna has been 
filled in our oil industry. This is in re.s- 
pect of the manufacture of lubricants. 
In 1969, we could meet from indige¬ 
nous sources requirements to the extent 
of only about 81,000 tonnes, out of an 
estimated total demand of approximat¬ 
ely 500,000 tonnes. This output came 

from two plants.the Digboi refinery 

which has a capacity to produce about 
54,000 tonnes of lubes annually and 
the Barauni refinery which can turn 
out nearly 40,000 tonnes a year. With 
the Lube India's Trombay plant and 
Madras refinery lub'canls unit go¬ 
ing into commercial production short¬ 
ly—trial runs at the two projects have 
just been completed successfully- -the 
output of lubricants during the current 
calendar year is expected to go up to 
about 334,000 tonnes. The Digboi and 
the Barauni units arc expected to run 
to their full capacity this year. The 
Trombay and the Madras units may 
each yield 120,000 tonnes, although 
their capacities arc 184,000 and 164,000 
tonnes, respectively. This will meet 
nearly 60.8 per cent of this year's 
estimated 550,000 tonnes requirements. 
Next year when the Madras and the 
Trombay units reach their optimum 
capacities, the domestic production 
may go up to about 440,000 tonnes. 
This may meet slightly over 70 per 
cent ol'thc next year's estimated require¬ 
ments of approximately 600,(XX) ton¬ 
nes. 

An-^iher noteworthy development is 
tlia' ior the first time we will be produc¬ 
ing high visfovity lubes on a commer¬ 
cial scale this year. Hitherto our pro¬ 
duction has been confined primarily 
to lo\>^ viscosity lubricants, although 
some medium grades have also been 
produced at Digboi. The indigenous 
products vvere blended with the import¬ 
ed lubes to raise their viscosity. 1'he 
Trombay plant will be specialising in 
the manufacture of high and medium 
viscosity industiial and automotive 
lubricants. The Madras plant will 
produce all the three grade of lubes, 
high, medium as well as low. Trans¬ 
former oil will be turned out by both 
the Trombay and the Madras plants. 

The spurt in the production of lubes 
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tive gain only if there can be a stabili¬ 
sation of foodgrain prices at slightly 
lower levels and with an increase in 
yield per acre it is possible to reduce 
the areas under coarse cereals and divert 
the.! for cultivation of pulses, oilseeds 
and raw cotton. In this sense the deve¬ 
lopments in the 1970-71 agrirultural 
season should have far-reaching im¬ 
portance. 


this year and during the next year will 
apparently help in reducing the import 
bill drastically. It is estimated that the 
cost of importing lubes of special grade 
and additives to support indigenous 
production will be of the order of just 
about Rs 10 crores, as against nearly 
Rs 23 crores in 1969. It will, however, 
be presumptuous to assume that we 
will become self-sufficient in lubricants 
in the near future. Any further leap in 
production can be ruled out for some 
time after 1971, for the process of 
removing bottlenecks may yield from 
the present installed capacity not more 
than 10 per cent additional output. 
Towards the end of the fourth Plan, 
i.c. in 1973, however, there may be 
another spurt in output when theHaldia 
refinery's lube unit is commissioned. 
This unit will have capacity to produce 
150,000/180,000 tonnes of lubricants 
a year. An agreement for setting up 
the Haldia lube plant was signed with 
Rumania a few days ago. 

We may not become fully self- 
sufficient in lube oils even then. As 
against a total capacity of about 650,OCX) 
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tonnes available in 1975, the aggregate 
requirements in that year will be over 
800,000 tonnes—according to current 
estimates, they are placed at around 
881,(XK) tonnes, but this figure might 
prove on the high side if the rate of 
industrial growth docs not pick up to 
around nine per cent per annum, as is 
envisaged in the fourth Plan draft. 
Absolute self-sufficiency in lubes, of 
course, may not be desirable as the 
demand for some types may not be 
enough to warrant production at eco¬ 
nomic cost. But still attention will have 
to be paid in the near future to augment 
the overall capacity by 1975 to about 
800,000 tonnes, so that the shortages 
from indigenous sources may not be 
marked in (he case of at least the lubes 
the production of which can he under¬ 
taken here at reasonable cost. 


With the foundation for lubes manu¬ 
facture having been laid firmly, though 
balatcdly—the Lube India’s Trombay 
project was mooted nearly a decade 
ago, but an agreement for the setting 
up of this venture as a 50 : 50 partner¬ 
ship between Esso Standard Eastern 
and the Ciovernment of India was sign¬ 
ed only in 1965 -it should not be n'»w 
difficult to augment the capacity fur¬ 
ther. primarily through the expansion 
of the existing units. But what is requir¬ 
ed is a close watch on the growth in 
demand so that the necessary action for 
expanding tlic capacity can be taken 
expeditiously and well in tim.. 

The main component of the lubes 
import bill in future obviously will be 
the cost of additives. It is hoped that 
attempts at import substitution in this 
respect will also be made in nonc-too- 
distanl a future. 
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Development Aid : Successes 
and Failures 

JOSSLEYN HENNESSY 


One Of the most important reports, 
from the vietit^int of developing coun¬ 
tries, to come out of the OECD is that 
made annually to the High-Level Com¬ 
mittee on Development Assistance 
(DAC). The latest report is particularly 
important because its publication coin¬ 
cides with the beginning of preparations 
for the Second United Nations Deve¬ 
lopment Decade. I therefore make no 
apology for summarising and comment¬ 
ing upon the report’s highlights, as 
outlined in the latest issue of the 
OECD Observer by the chairman of the 
DAC, Mr. Edwin McCammon Martin. 

Mr Martin begins by the admission 
that the development effort must be 
considered to be still “in a state of cri¬ 
sis”. 

Total net flows from DAC countries 
in 1968 increased by no less than 15 
per cent to $12,900 million, but the in¬ 
crease was, in fact, all due to the 41 per 
cent rise in private net flows, as they 
reached a record $6,000 million, all 
categories increasing substantially- 
Oflicial development assistance, conces¬ 
sional funds with a strong development 
orientation, which fill need' that no 
other funds can meet, declined from 
$6,700 imllion to $6,400 million. This 
was because of the virtual stagnation m 
the flows of three big donors, the 
USA, France and the UK, which to¬ 
gether account for over70 percent of 
such flows. 

Not Good Enough 

Apart from the volume shortfall in 
official development assistance, there 
are a number of areas in which donor 
performance ranged generally from 
good to very good. Mr Martin stresses 
that the criticism that he then goes on 
to make sprang from his conviction that 
nothing less than “excellent” was good 
enough- For example, official assistance 
commitments contained a smaller per¬ 
centage of grant money (58 per cent), 
but loans were inovidcd on slightly 
softer terms in 1968 than in 1967. 

Mr Martin hopes that the adoption in 
1969 of the new DAC target for softer 
terms. wiU lead to improvements. There 
was no induction in the proportion of 
aid ,wat tied, although the USA, 
Oermac^ and tlanada did in* 1969 


announce significant, though not miuor, 
relaxations in their tying rules. 

Worse, perhaps, was the failure of 
bilateral and multilateral donors to 
make noticeable progress in adapting 
terms of aid to country capacity to pay, 
taking account not only of existing debt 
burdens and export growth rates but 
also of the degree of poverty, for the 
reduction of which larger future bor¬ 
rowings will be required. 

Even more tiresome for the already 
serious debt problem was the jump in 
net outstanding guaranteed private ex¬ 
port credits, a notorious cause of finan¬ 
cial crises. Some went to countries like 
the oil producers which should be finan¬ 
cing investments this way. But large 
increases were registered for Argentina, 
Brazil and Chile, all with recent re¬ 
financings because of excessive build¬ 
ups of just this sort of short-term debt. 
Substantial volumes also went to South 
Korea, India and Pakistan, poor coun¬ 
tries which already face disturbingly 
heavy loads of debt. 

Misffirected Aid 

Though improvements are still requir¬ 
ed in the geographic distribution of aid, 
there was not much change in 1968. 
Some stiU goes where it will promote 
political or cultural objectives or short¬ 
term economic interests rather than 
where it is most needed or will best 
produce more development. The most 
conspicuous case is the $500 million, 
mostly scarce grant money, which the 
USA has been paying out for several 
years in south-east Asia. It may well be 
necessary and it undoubtedly has some 
development effect, but to include it 
all in "official development assistance” 
(a new concept recently introduced by 
the DAC which excludes official export 
credits and certain other official flows at 
market terms') can only lead to embar¬ 
rassing questions as to why such aid 
has not produced bigger dividends, al¬ 
though the report adds nervously that 
this does not mean that it was “wasted 
in the customary sense of the word”— 
a phrase the meaning of which escapes 
me. 

Nor did donors succeed in achieving 
any radical improvements in co-ordina¬ 
tion at the countty level, especially with 
■respect to tedhnical assistance, of in- 


131 

creasing bilateral and maltilateral pro¬ 
grammes in many countries. 

Mr Martin fears that, while steady 
improvement is being made, far too 
much technical assistance is still engD^ 
ed in transferring knowledge and skills 
that may or may not be relevant in deve¬ 
loped countries, but are clearly irrele¬ 
vant to the problems, situations and re¬ 
sources of developing countries. 

Trade is not DAC’s business but it is 
vital to development There persists 
a general reluctance among developed 
countries to open markets wider to ex¬ 
ports of agricultural and industrial pro¬ 
ducts which developing countries can 
demonstrably produce in larger quanti¬ 
ties and at lower prices. Increasingly to 
open their markets would not be charity 
but common sense; it would help pro¬ 
ducers in developing countries and de¬ 
light consumers in developed countries. 

Minimal Progre&s 

Progress was minimal on the 
UNCTAD II commitment to extend 
non-reciprocal preferences on manufac¬ 
tures. And there was an increase 
rather than a decrease in funds to sub¬ 
sidise production, and in some cases 
export, of agricultural crops that com¬ 
pete with cheaper output in developng 
countries. It is, however, consoling to 
note that there was nevertheless a 
major increase in export earnings arising 
from prosperity in the DAC countries. 

In the USA in particular, as also in 
several other key donors, there conti¬ 
nues a small but vocal opposition to the 
effort for development, accompanied 
by widespread apathy. Some legislatures 
are reluctant to expand aid in the face 
of (1) competing claims for always 
scarce public funds, (2) the demands 
for cuts in budget deficits to halt infla¬ 
tion, and (3) the public aversion to more 
taxation. Mr Martin stresses that no aid 
programme, adequate for current 
needs, can be funded except out of tax¬ 
payers pockets. That is why the stagna¬ 
tion in net official flows in 1968 is so 
disturbing. 

Mr Martin wonders whether the time 
has come to consider whether the huge 
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sums sftent for military purjiases may 
not largely reflect an instinctive, tradi* 
tional search fur peace ,and security, 
rather than a rational modenwip^oach 
to them. Might not an application of 
cool, fonvaro-looking analysis, of the 
sort which has been so successful in 
the material sectors of our socie* 
ties, give us a better understanding 
of the world of the future, and suggest 
new means for dealing with its perils? 

n 

RECORD OF DEVELOPMENT 

The objective of flows of financial 
resources and the technical help that 
they make possible is the more rapid 
development of nations seeking to 
better the lives of their people. Hence 
no report on donor programmes is 
complete without some description of 
what has happened in the developing 
countries as a result of their own efforts. 
External collaborators are often able to 
provide~if wisely handled—the critical 
margin of resources needed to break 
bottlenecks. 

The first points to note are the defects 
in the figures, which look so definite and 
reliable, the wide range of situations 
which make generalisations always 
more or less inapplicable to any one 
country, and the inability to measure 
the changes in institutions, structures, 
and attitu^s, without wHch moderni¬ 
sation and better living arc impossible. 

The year 1968 was a comparatively 
good year, though there were fail¬ 
ures as well as successes. Economic 
growth in real terms again averaged 
between S and 6 per cent. In the 1960s 
economic growth has thus equalled if 
not surpassed the S per cent per year, 
mentioned as the growth goal of the 
First Development Decade. 

But it was again, as in 1967, largely 
due to the exceptionally good progress 
of about a dozen countries who betier- 
ed 7 per ceni including Burma. Taiwan. 
Costa Rica, Iran, Israel, South Korea, 
out of some 45 for which we now have 
data. Mo.U had average records of 4-6 
per cent. Of these 45 countries, only 
Jamaica, Peru, Uganda and Uruguay 
fell below 3 per cent, though many of 
the least developed countries probably 
had poor growth as well as poor statis¬ 
tics. 

One year is a short and arbitrary 
time to appraise progress, A longer 
look must be superficial, done with a 
broad brush, but it is essential if we are 
to plan for the ’70s to try to get some 
impression of what is going on and why. 
So here iw go ; 

Considering the difficulties, progress 
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over the sixties has been remarkably 
good, although some countries have 
done better than others and a few peo¬ 
ple in most countries have benefitt^ 
more than the masses. The facts do 
not call for despair, but for soW opti¬ 
mism. 

In the political sphere it is still diffi¬ 
cult to appreciate tM historical signifi¬ 
cance of the 1960s. But surely the d^de 
will be remembered for more than the 
walk on the moon. Sixtysix nations that 
were colonies in 1959 are today inde¬ 
pendent. The magnitude of this change 
in international relationships and the 
accompanying need for the creation of 
the whole apparatus of a nation-state, 
an independent sovereign society, are 
staggering thoughts. 

The 5 per cent-plus GNP growth at 
constant prices is higher than developed 
countries reached over any extended 
period at similar stages of their moderni¬ 
sation. 

Bomn in Education 

Education has boomed; enrolments 
have doubled or tripled since the early 
’50s. Developing countries have devot¬ 
ed a steadily growing percentage of 
public revenue to it. At the same time, 
donor countries have significantly help¬ 
ed developing countries in their educa¬ 
tional efforts by providing teachers and 
school facilities. In 1968, there were 
49,368 teachers financed by DAC coun- 
trie.s in the developing countries. Since 
1950 the average annual increase in 
adult literates has exceeded 20,000,000, 
but the high rate of population growth 
has meant an increase in illiterates. 

In the past few years a “green 
revolution” has got underway in a 
number of major countries, with output 
per acre of wheat and rice often doub¬ 
led, reflecting not only larger and better 
inputs but also a change in farmer 
attitudes toward innovation which has 
surprised many who thought that if 
they could not read they could not 
count. Its greatest importance is the 
attention that it has attracted to how 
much applied science can now do in 
designing plants to specifications of cli¬ 
mate, soil, water, nutritional content 
and immunity to pests and diseases. 

The difficulties faced in taking these 
steps forward were much greater than 
the industrial nations faced in their 
development. For example, an intense 
urge has arisen in the developing coun¬ 
tries to catch up with the developed 
today, not tomorrow. There is an acute 
scarcity of capital resulffiig in high 
interest rates. The developing countries ' 
have been forced to fight for markets 
against not only superior technology 
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of the developed but some biocidog of 
access to their consumers, made possi¬ 
ble tw the use of trade barriers among 
the ^eloped. 

While developing countries have 
benefiUed in many ways from advanc¬ 
ed techniques, the riieer complexity of 
modem technology and its rapid chang¬ 
es have prevent^ them from reaping 
the windfall profits of true innovation 
on which European and later US growth 
depended and still depends so heavily. 

The heavy pressure of democratic 
political and social institutions on the 
leaders of developing countries have 
often come before instead of, as in the 
west, after their economic and educa¬ 
tional revolutions were well under way. 

It is too soon to have a clear and 
objective explanation of the stuxiesses 
that, despite these difficulties, the deve¬ 
loping countries have achieved. But a 
few things stand out. 

The example of western prosperity 
has sparked a “revolution of rising ex¬ 
pectations”, politically disturbing, but 
also convincing many that their 
lives could be improved. Although Mr 
Martin says that this stimulates them to 
try to do something about it, it is my 
impression that ninetyninc out of a 
hundred expect their governments to do 
it for them ! I suggest that some deve¬ 
loping governments could profitably 
buy up for mass distribution copies of 
Samuel Smiles famous book Self-Hdp-, 
that played its part in stimulating the 
ambitions of individuals so successfully 
in Victorian England. First published 
in 1859, and translated into twelve 
languages, 250,000 copies had been sold 
in English alone by 1904 when Smiles- 
died. 

Growing Markets 

Modern technology has also created 
new and fast-growing markets for some 
non-agricultural primary products like 
petroleum and minerals, as well as pro¬ 
vided better means for finding what lies 
hiddm underground. 

Perhaps even more important, 
modern economic science lias enabled 
the managers of our economies and our 
international monetary system to avoid 
serious cyclical depressions. The un¬ 
precedented rate of steady growth 
that the wMt has achieved hw offered 
a rising, though shifting, market for 
most exports of the develojung coun¬ 
tries. Thus despite synthetics, trade 
barriers, and slow growth in western 
consumptitni of trofHcal foods, the m- 
ports of developins countries have in¬ 
creased in valve in each of the las^ jten 
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years; there is no previous period of 
more than five years without a decline* 

These rising export earnings, reach¬ 
ing a total of $47,000 million in 1968, 
have been supplemented by a near 
doubling, since 1956, of the annual net 
inflow of external capital, public and pri¬ 
vate, from DAC countries, though 
adjustment to constant prices would 
probably cut this increase by about 
one-third. 

Ill 

NATIONAL AND INTERNATIONAL 
RESPONSIBILITIES 

“With this record why then”, asks 
the chairman of the OECD DAC com¬ 
mittee, “are there so many and so vigo¬ 
rous complaints from the leaders of the 
developing world? Is it right that the 
leaders of the majority of the develop¬ 
ing countries should be alleging crisis, 
despite the astonishing progress made 
so far ? T think it is. They luive 
clear evidence before them of 
what kinds of lives modern science 
and technology, properly harnessed by 
man, have made possible for hundreds 
of millions of others, and cannot help 
but believe it could do the same for them 
if only we would somehow arrange it. 

Against this, however, they see the 
dollar gap in incomes steadily widen¬ 
ing, primarily because of their depen- 
^nec on exports to the west, which in 
turn depend in part on the growth of 
western GNP. This makes catching up, 
especially in view of the west's much 
larger initial per capita GNP, seem 
discouragingly far in the future. 

Falling death rates have spectacular¬ 
ly increased population growth rates to 
a 2.5 per cent average per year. Thus 
for many countries their GNP growth 
has meant little more to individual 
incomes than standing still. 

The levels from which most of the 
developing population starts are shock¬ 
ingly low; even a 3 per cent increase in 
per capita incomes won't buy much 
more if the starting point is $100 per 
year, which is the average for less) for 
countries including two-thirds, or 1,000 
million, of the people in the non¬ 
communist developing world. 

In these countries, and-even among a 
large percentage of persons living in 
the more prosperous and successful 
countries, improvements in living dur¬ 
ing the ^cadc have been deplorably 
small. There has been no noticeable 
rrfuction in the huge numbers of un¬ 
employed or under-employed or in the 
in*ospeets of the tfens of millidfts of 
familtes ekeing out a living as subsis¬ 
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tence farmers, sizable groups in even 
the richest countries. 

Inequality of income within each 
country remains a grave problem, cons¬ 
picuously worse in most cases than in 
developed countries. The vast majority, 
who are experiencing little perceptible 
improvement in their daily lives, cons¬ 
titute today's basic problem. 

A better distribution of incomes 
within countries is a domestic is>ue, 
but the great differences in conditions 
and rate of progress among countries 
are a proper concern for the inter¬ 
national community. National actions 
by both donors and recipients and, 
even more, concerted actions within the 
framework of the strategy for the 
Second Development Decade should 
tackle both these inequalities. 

A report of the utmost interest to the 
developing countries it is of unusual 
importance because, its publication 
coincides with the invitation of prepara¬ 
tions for the Second United Nations 
Development Decade. 

IV 

SUGGESTIONS FOR THE 1970s 

T commented above upon the high¬ 
lights of the OECD report as outlined 
in the latest issue of the OECD Obser^ 
ver by the DAC’s chairman, Mr 
Edwin McCammon Martin. Now I 
run over Mr Martin’s personal reco¬ 
mmendations for action. Since they 
do not form part of the official report, 
Mr Martin was able to express himself 
with greater freedom. 

The task ahead is an intensive search 
for ways to mobilise our human and 
material resources to do a still better 
Job. The resources at the disposal of 
developed countries are, in Mr Martin’s 
view, “very .great indeed”. 

Only govcrnmcnls can decide together 
what should be done, in what organisa¬ 
tional framework, and with what priori¬ 
ties. Only a convincjd public opinion 
can ensure that action is taken, whether 
in. developed or developing countries, 
or by international institutions. 

Developing countries’ leaders are no 
doubt aware that there arc a number 
of countries in which the dominant 
elements of the population arc working 
and saving, bent on action and innova¬ 
tion, looking forward rather than 
backward, confident of their ability to 
change their lives. There are, however, 
also other countries in which those who 
should besetting an example prefer 
leisure, spending, talk and the status 
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They gaze regretfiiUy at the past 
rather than hopefully at the future. 

Needless to say the confident innova^ 
tors will gel somewhere, the status 
(/tto-ists will get nowhere. Without some 
leaders who have made the change, 
modernisation will proceed at a crawl, 
no matter how rich the natural resourc¬ 
es or how generous the external help 
may be. How to speed this change in 
attitude is a secret which we should all 
be striving to solve, rather than ap¬ 
pointing committees of planners to 
construct a new, more sophisticated 
growth model. 

Sense of Participation 

Part of the answer must surely lie in 
a general sense of deep participation 
in the national life, its struggles and 
ambitions. In some countries success 
seems to have foUowed external threats 
by powerful neighbours. In others, the 
political, social and economic .struc¬ 
tures have by chance or good luck fos¬ 
tered widespread loyalty to national 
development. Structural change may 
entail high economic costs but if it can 
change lethargy into enthusiasm, it may 
be worth costs and risks. Such reforms 
as generally enforced progressive in¬ 
come, property and estate taxes, and 
redistributions of agricultural land, 
increase the sense of participation in the 
benefits of development by reducing 
present gross inequities in income. 
They arc needed in many countries. 
But it can be argued—not, of course, as 
a substitute for these measures—that an 
even more effective attack on feelings 
of isolation and on maldistribution of 
incomes can be achieved by giving more 
people productive, full-time employ¬ 
ment. 

This is tin effort with a rare com¬ 
bination of social, economic and politi¬ 
cal dividends. Besides representing eco¬ 
nomic waste on a grand scale and being 
the source of many social evils, the un¬ 
employed, educated or uneducated, are 
political dynamite. This has been 
accepted since World War 11 by most 
developed countries which have made 
“full employmem" a central aim of 
national policy. Mr Martin suggests 
that full employment should be a cen¬ 
tral theme for the development effort 
of the seventies, justifying niajor invest¬ 
ments of human and material resources 
regardless of whether the GNP return 
will conic sooner or later. 1 don’t much 
like that word “regardless”. It will 
encourage politicians to promote emp¬ 
loyment for its own sake, usually by 
pouring funds into an important but 
declining industry or activity. This 
may win votes, but it ensures the pre¬ 
servation of the status quo which Mr 
Martin deplores. I hasten to add, 
however, that Mr Martin is not refer¬ 
ring here to the preservation of tradi- 
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tional industries, but to the need, j[pr 
long-term economic reasons, of expen¬ 
diture on health, education and family 
planning. 

To be a productive worker requires 
good health, the foundations of which 
are laid by adequate pre-school nutri¬ 
tion, especially of proteins. Neither 
present income levels nor eating habits 
will achieve this. Major public pro¬ 
grammes will be required, an invest¬ 
ment that can only pay ofl'economically 
in the ’80s and ’90s. But there is increas¬ 
ing evidence that, even in the short 
run, improved child nutrition can subs¬ 
tantially reduce expenditure on medical 
care and greatly improve the ciliciency 
of expenditure on education by reduc¬ 
ing excessive drop-out rates. The food 
aio currently given by donor countries, 
especially for school feeding program¬ 
mes, is an important contribution to 
belter nutrition. The authorities of deve¬ 
loping countries should pay more atten¬ 
tion to the needs ot pre-school children. 
Though tliey can only make partial 
contribution to the total problem, don¬ 
ors should be able to find further uses 
for their surplus foods in such new or 
extended recipient country nutritional 
programmes. 

Efficiency in the education of poten¬ 
tial workers must also be greatly improv¬ 
ed by relating curricula more closely 


to the needs of the developiiig society 
and by using modern communiOation 
techniques more boldly. 

But, of course, healthy, trained work¬ 
ers neei jobs. At least some of the 
many aspects of this difficult problem 
can perhaps be tackled in the ’70s. 
For example, far too often all parties 
concerned design production facilities 
and techniques on the principle prevail¬ 
ing in the economically dominant in¬ 
dustrial world that labour is expensive 
and capital cheap, whereas in the deve¬ 
loping world labour is nearly always 
cheap and capital expensive. 

Labour Intensive Production 

Engineers and production experts in 
industry and agriculture and construc¬ 
tion should have no difficulty in finding 
more labour-intensive ways of producing 
quality products at reasonable costs, 
when labour is cheap and capital dear. 

Increased employment through larger 
exports is also fundamental. Greater 
acceptance by industrialised countries 
of competitive goods is a first step. But 
developing countries must also orga¬ 
nise a whole series of export-oriented 
policies. The success which a number of 
countries like South Korea, Taiwan, 
Israel, Mexico, Hong Kong, have 
achieved in expanding their exports of 
both agricultural and industrial products 
shows how important export policies 


are. But while they can close the 
employment gap somewhat in the 
seventies, all the evidence is that, aa 
the unprecedented birth rates of the 
sixties swell the labour force of the late 
*70s and ’80s, they may prove only able 
to hold the line, if that. There is no 
prospect, even dimly on the horizon, of 
keeping unemployment at tolerable 
levels, let alone reducing it to what 
should be a normal rate, without a 
major slow-up in birth rates. 

Too large families reduce the possi¬ 
bilities of individual savings. Too many 
people for whom the government must 
provide education and housing and 
public services reduce the public savings 
available for productive infrastructure* 
Too many children as against workers 
reduce the total income per head pos¬ 
sible. Too many children prevent making \ 
all literate and add to the difficulty \ 
of giving any but a very few a high 
quality education. 

Conscious international efforts at 
family planning are unprecedented in 
human history but no more unprece¬ 
dented than what has happened to 
population growth rate in many coun¬ 
tries in the past 20 years* i 

There is a simple but fundamental 
choice between an exploding quantity 
of people and an improving quality of 
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United States . 

4.360 

1 

0 65 

12-13 

0-41 

8 

0 38 

8 

Swed^^tt , . 

3,230 

2 

0*50 

15 

0 28 

11 

0-28 

9.10-U 

Canada . 

3.000 

3 

0-49 

16 

0 -34 

10 

0*28 

9-10-11 

Switzerland . 

2,700 

4 

1 -42 

1-2 

Oil 

16 

Oil 

10 

I>enmark . 

2,7.S0 

5 

0-55 

14 

0-21 

14-15 

0’21 

14 

France . 

2,500 

6 

1 17 

3 

0-68 

1-2 

0-68 

1-2 

Australia . 

2,330 

7*8 

0-67 

10 

0 56 

3 

0-57 

3 

Norway. 

2,330 

7*8 

0-65 

12-13 

0-26 

12 

0*28 

9-10-11 

Belgium . 

2,190 

9 

1 15 

4 

0-44 

6 

0 41 

7 

Germany . 

2,180 

10 

I -26 

1-2 

0*45 

5 

0 42 

5-6 

Netherlands . 

1,970 

11 

IIP 

5 

0-54 

4 

0 53 

4 

United Kingdom . 

1.840 

12 

0-75 

8 

0 42 

7 

0 42 


Austria . 

f530 

13 

0-66 

11 

0 -25 

13 

0 20 

IS 

12 

Japan . 

1,410 

14 

0'74 

9 

0-36 

9 

0-25 

Iiaty . 

1,360 

15 

0 76 

7 

0 21 

14-15 

0*23 

13 

Portugal . 

540 

16 

0-94 

6 

m 

0 68 

1-2 

0^68 

t-2 

TOTAI. DAC . 

2,700 


0'77 

.. 

042 


0-39 
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life. Wt cannot now, any of ns, have 
both. It IS clear that the progress of the 
develppii^ countries in dming with* 
these jpave problems, and others which 
some of them face, will be much slower, 
may even fail, if they cannot count on 
more assistance from developed coun¬ 
tries, more imaginative and wiser in 
substance and procedure than achieved 
so far. Otherwise we run the risk that a 
slowup in the pace of modernisation 
will grind to a halt or even start a back¬ 
ward slide. It is a process in which a 
degree of dynamism and hope must be 
maintained to avoid a feeling of such 
discouragement that political will and 
cohesion is lost. If this moment is lost, 
it may take a long time to rally and 
re-group constructive forces to resume 
the struggle for sound development by 
rational means. Donors have therefore 
a great interest in re-examining their 
efforts to see how and at what pace they 
can improve their performance to meet 
the urgent needs which exist. 

V 

THE SECOND UNITED NATIONS 
DEVELOPMENT DECADE 

The most important event for the 
progress of development over the next 
few years may be the action, expected 
in the autumn of 1970, by the UN 
General Assembly on a strategy for the 
Second Development Decade.“May be” 
is all one can say now because, despite 
the discussions vvhich have been going 
on for over a year in several United 
Nations forums, the outcome is as yet 
uncertain. Neither developed nor deve¬ 
loping countries have yet faced clearly 
at their highest political levels the full 
implications for the international poli-^ 
tical scene in the seventies of the choices 
before them. Each country—block soli¬ 
darity is, fortunately, not likely to 
prevail —must choose its line of nego¬ 
tiation. 

One choice for the developed coun¬ 
tries would be to decide that a joint 
programme to promote development, 
backed strongly by the developing 
countries, would be'worth sticrifices in 
the short-term, and to propose measures 
for greater, mutually-supporting efforts 
bv all countries, taking into realistic 
account the limits of their capabilities 
on the one hand, and the urgent needs 
of recipients on the other. 

Such a new approach would be im¬ 
portant not just because of new steps 
agreed to, nor even new dates accepted 
in principle for achieving old targets, 
but also from the expression of a clear 
intention to continue throughout the 
decade to seek to evolve.new program¬ 
mes and make new efforts as r^uired 
by continual changes in conditions or 
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which may become possible as the 
informed public, who in the end is 
the controlling factor, gains new under** 
standing that the long-term interests 
of all countries arc interests in com¬ 
mon. 

An invaluable outline of the reasons 
for this choice, together with a provo¬ 
cative list of constructive suggestions 
for programmes of action, is contained 
in the recently published Report of the 
Pearson Commission, which should be 
read by all seriously interested in the 
welfare of the peoples of the world, 
more especially of the two-thirds strug¬ 
gling so desperately to move ahead. 
The report shows that aid has contri¬ 
buted effectively to development and 
that there is a clear need for substan- 
liall> increased flows to finance require¬ 
ments of demonstrable priority and 
use. 

‘'Confron(;alions” will not promote 
development. They would be a form of 
warfare, albeit non-violent. What is 
wanted is consultation not denunciation, 
ending in compromise. Let us hope that 
with the skilled help of United Nations 
authorities, with a long experience in 
these matters, and with further major 
efforts in all countries to appreciate 
the true dimensions of the problems of 
development for this and future gene¬ 
rations, a strategy can be agreed by the 
end of 1970 which will be not only a 
real co-operative step forward but, 
even more important, will promote 
mutual understanding of what is involved 
and so facilitate steady improvements 
of policies and actions throughout the 
1970s. Major social progress seldom 
comes in ‘‘great leaps” foward but 
rather by constantly widening under¬ 
standing and steady improvement in 
arrangements for achieving more and 
more ambitious goals. 

VI 

SOME NEW INTERNATIONAL 
AID INITIATIVES 

In February, 1969, the Development 
Assistance Committee of OECD adopt¬ 
ed a new supplemental^ recommenda¬ 
tion which should lead to an easing of 
the financial terms of its members’ 
official aid to developing countries 
(cf, OECD Ohserrer, June, 1969). 

On July 23, 1969, the second general 
replenishment of the International De¬ 
velopment Association’s (IDA) resour¬ 
ces came into force. This provides for 
expanding iDA’s resources to $1,200 
million equivalent, payable in three 
annual instalments of $400 million 
each, as against $250 million in the 
previous three years. 

The International Monetary Fund 
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approved in June, 1969, an arrangement 
to^ assist itoembers in finaneing contri¬ 
butions to iiiiemidonal buffer stocks. 
Drawings to finance biiffer stocks in 
connection with international commo¬ 
dity arrangements may be made up io 
amounts equivalent to 50 per cent of 
the member’s quota, provided that 
drawings under the Fund’s compen¬ 
satory financing facility, which has 
existed for some time, and the buffer 
stock facility taken together, do not 
exceed 75 per cent of the quota. The 
IBRD v ill also make loans for this 
purpose. 

The Report of the Commission on 
International I^veJopment, which was 
commissioned by the President of the 
World Bank in August, 1968^ and pre¬ 
pared by an eight-man team under the 
chairmanship of Mr Lester Pearson, 
was published on October 2. 1969. 
Besides recommending a larger volume 
of aid, the report makes recommen¬ 
dations on trade policy, private foreign 
investment, terms and conditions of 
aid, population research and on the in¬ 
ternal ional framework of development. 


Multi-national Corporation 

The Private Investment Company for 
Asia (PICA) was founded in February, 
1969, by prominent financial and in¬ 
dustrial concerns in the USA, Japan, 
Europe, Canada, and Australia. PICA’S 
authorised capital is $40 million, of 
which $16.8 million was paid at in¬ 
ception Shareholding as well staff 
representation arc divided into three 
equal groups of members from the 
USA, Japan, Europe, Canada and 
Australia. PICA is organised as a 
multi-national corporation to make 
and facilitate private capital invest¬ 
ments in the developing nations of 
east Asia. Equity capital and 
medium and long-term debt will be 
provided both to establish new enter¬ 
prises and to expand and diversify ex¬ 
isting companies. 

Legislation in the UKin 1969 extend¬ 
ed the possible areas of operation of the 
Commonwealth Development Corpora- 
tion(CDC) to all developing countries; 
the CDC's annual allocations from the 
aid budget consist in increasing pro¬ 
portions of concessional finance. 

On November 26, 1969, the UK. 
government published its forecast for 
public expenditures including aid until 
1973-74. Economic aid is to increase 
from £219 million ($526 million) in 
1969-70 to £300 million ($720 million) 
in 1973-74. 

Procurement restrictions in the USA 
were eased in 1969 by the abolition 
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of “additionality” requirements. This 
provision had been introduced in 1967 
in order to ensure that aid'fiiianced 
exports be “additional” to regular cthn- 
mercial exports. 

For all AID loans to Latin American 
countries signed after November 1. 
1969, purchases of goods and services 
are authorised not only in the USA 
but in. all independent countries 
of the Western Hemisphere, south 
of the USA, except Cuba. (The present 
“90-10” origin or componentry rule — 
whereby at least 90 per cent of the value 
of eligioie finished items must have been 
indigenously produced in the eligible 
geographic .source countries—^will be 
maintained until the US gains expe- 
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rience with the new untying arrange¬ 
ments.) 

The President appointed a Task Force 
on Foreign Economic Assistance in 
September 1969, to review US econo¬ 
mic assistance programmes and to 
recommend comprehensive proposals 
by March, 1970. The task force in¬ 
cludes representatives of banking pri¬ 
vate industry, the academic commu¬ 
nity, and others. 

f/ote : I need hardly say that Mr E.M. 
Martin is not responsible for 
the emphasis of my summary of 
his report in the latest OECD 
Ob'ienttr, still less for my com¬ 
ments. 


Has Silver Lost Its Lustre ? 


S- P- CHOPRA 


In TfiE middle of 1967, the US Treji- 
sury terminated its commitment to sell 
silver at the fixed price of S 1.29 per 
ounce due to dwinding reserves of the 
white metal. Since then, silver prices 
have experienced violent fluctuations, 
the peak at $2.56 per ounce in the New 
York market having been attained on 
June 12, 1968. By January this year, it 
had declined to $ 1.81 per ounce. Sfie- 
cutative demand, increased industrial 
uses and the declining use of this metal 
for coinage are some of the major fac¬ 
tors whidi bring about fluctuations in 
its price though occasionally the inter¬ 
national monetary crises also exert 
some pressure. 

An important fact which needs to be 
emphasised about silver is that the yearly 


world demand for it is higher than pro¬ 
duction, III 1968, world production 
(excluding communist countries) of 
silver at 238.2 million ounces was 
58.5 per cent of total consumption at 
406.8 million ounces. In 1950, how¬ 
ever, the gap between production and 
consumption was negligible ; whereas 
world production was estimated to be 
198.6 million ounces, consumption 
was marginaU> higher at 201.5 mil¬ 
lion ounces. Again, world produc¬ 
tion of silver between 1950 and 1968 
rose by 20.0 per cent while consump¬ 
tion got more than doubled. An extra¬ 
polation of trends in regard to produc¬ 
tion and consumption of silver shows 
that the gap between the two will con¬ 
tinue to widen in the coming years. 

Mining being a long-term proposition. 



it may not bus jx^ssible for prodbcini^ 
countries to increase silver prodSuction 
iti the next few yeats. Moreover, silver 
is a by-product of such base metals as 
lead, zinc and copper. The price 
behaviour and the demand for thei^ 
metals have a major influence on silver 
output. 

Subdued Demand 

For the last two years, the demand for 
these metals has been subdued. If the 
price of silver rules above $ 2.20 per 
ounce, the producers will have .some 
incentive for raising the volume of its 
output. In 1968, its price was above 
this level for a major part of the year 
resulting in about 10 per cent rise in 
output. In 1969, however, the price 
of silver ruled below S2.0 per ounce 
and hence the rise in production is 
estimated to be negligible. It will not 
be surprising to find a small fall in pro¬ 
duction when data from all the produ¬ 
cing countries is received. The major 
silver producing countries arc Canada, 
Mexico, Peru and the USA (see 
Table I). 

The industrial uses of silver such as 
photographic processes, manufacture 
of electrical and electronic instruments, 
jewellery, art works etc., have increased 
enormously during the past two decades^ 
Against the consumption of silver in 
1950 at 157.4 million ounces for indus¬ 
trial uses, the volume Of consumption 
in 1968 was as high as 347-3 million 
ounces (see Table II). The major con¬ 
suming countries are the USA, West 
Germany, Japan, the UK and Italy. 
Even though the rise in the price of sil¬ 
ver in 1967 and 1968 made the use of 
this metal in industries costly and pu¬ 
shed up the cost prices of end-products, 
yet there was no fall in consump- 


Table J 

WORLD SILVER PRODUCTION (Excluding Comminiist Countries) 


(In million ounces) 



1950 

1960 

1965 

1967 

1968 

Percentage 
increase 
(4*) or de¬ 
crease (—) 
of 196$ 
over 1967 

Mexico 

49-1 

44-5 

40-3 

38 -3 

41 -6 

4-8*6 

USA . 

42-3 

36-8 

39-8 

32-1 

35 0 

4-94) 

Canada 

23 -2 

34 0 

31 -9 

36-4 

45 -6 

4-25-3 

Peru 

13*4 

30-8 

36 -5 

37 0 

37 -0 

Bolivia 

6-6 

4-9 

4-1 

5^0 

5 0 

,, 

Other South and Central American 
countries 

7 0 

7-8 

10-1 

10-0 

n-0 

4-10-0 

Total Western Hemisphere 

141 -6 

158-8 

. 162 -7 

158-8 

175-2 

■i-lO-3 

Outside the Western Hemisphere 

57 0 

49 0 

35-7 

58-0 

03-0 

4-8 *6 

World Production excluding Com¬ 
munist countries 

198-6 

207-8 

218-4 

216-8 

236^ 

+9-9 


: The Annual Reviews of Silver Market by Handy and 
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More power to light up 

the face of Delhi ^ in the making. 



£vcr expanding Delhi, the seal of 
out Goircrnment, the window into 
our country for visitors from abroad, 
has always felt the shorun of 
power to light up homes and hosp¬ 
itals, offices and showrooms, its 
streets, parks and fountains, in the 
night. 

Voltage drops are the order of the 
day and night! Despite that, the 220 
MV Indraprasta Thermal Power 
Station is making valisnt efforts to 
meet the demandi. 

This often-dark picture will change 
to cheerful brightness when the 
expansion of the Indraprasta Plant, 
now under way, is completed in a 
few months. 

This is an additional facility of a 
55/60 MW unit designed and built 
by BHEL Ht^ Pressure Boiler 
Plant, Tiruchi. 

The foreign exchange saved by 
BHEL-Tiruchi on this project will 
be Ra. 27 million. 


Bur what’s even mote important to 
the citizens of the Capital is that 
BHF.L-Tiruchi will help to keep the 
face of Delhi happily lit up without 
fear of inadequate power or sudden 
voltage drops. 

An investment that pays 

Other thermal power stations that 
will equip with BHEL high pressure 
boilers amounting to a value of over 
Rs. 700 million : Pathrathu—Kotha- 
eudam— Ennorc—Badarpur—Obra 
IJkai — Bhatinda —Namrup—Hard- 
uaganj. 

When these prdccts progressively 
go on steam by 1971 -1972, the High 
Pressure Boiler Plant at Tiruchi will 
have mote than repaid the initial 
investment on it. More, it will con¬ 
tribute enormously to the national 
exchequer and earn foreign exchange 
by planting power projects in Inter¬ 
national mrketa. 



BHARAT HEAVY ELECTRICALS UMITED 
High Prtssura Boiler Plant, TiruehlrapaMf 14 

BHEL 

oraHting ite poim to praqwr 
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a popular stylist 


I 


his styles are the dream; 

he lends the town a'hooting; 
his models are the cream; 

“ GWALIOR SUITING 

CWALlOa iUITiNOhMEN ARC MEN WHO HAVE AN ETB W ORIOfNAUTY 



AVAILABLE IN DELHI AT: 

Mills’ Retail Depot* A-25, Connaught Place; Sylco, 11-E, Connaught Place; Bhagirathmal A 
Sons, Opp. Bank of India, Chandni Chowk; Raikamal Emporium, 113-E, Kamla Nagar and othcf 
leading storeS' 

DISTRIBUTORS : Hariram Banarsidass, Katra Naya ; Gupta Bros., Katra Naya : Naodlal 
Hamarain, Chandni Chowk; Pindidass Shani & Sons, Katra Ashrafi; S. R. Traders, Katra Moti ; 
Kalasingh & Sons, Katra Subhash; Lucky Silk Store. Katra Rathi; Anand Prakash A Sons* 
Nai Sarak; Mahindra Cloth House, Chandni Chowk; Ganpatrai Jagdishnarain, Katra Marwan ; 
Sumer Chand Jain. Katra Shahanshahi; Rugganmal Puranchand, Katra Choban; Shiva Textile, 
Katra Naya* Chandni Chowk, Delhi. 

AGENTS : Gaugabishan Bhasio* Krishan Gali, Katra Neel; S, K* Traderi, Katra Neei* 
Chandni Chowk* Delhi. 
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lion. On the other hand, xi$e of silver 
for purposes of coinage has been on the 
decline. This trend is clearly visible 
in all countries including the USA, the 
foremost consumer of silver for coin¬ 
age. 

In the USA, the treasury has been 
the main non-producer source for fill¬ 
ing the gap between production and 
industrial consumption. Also, for pur¬ 
poses of coinage, it has always provided 
all the silver needed. The pressure of 
demand from both these sources be¬ 
came so heavy in 1965 that the treasury 
was afraid of losing all its reserves. It 
was in these circumstances that the Coi¬ 
nage Act was passed in that country, 
and non-silver dimes, quarters and 40- 
per cent-silvcr half-dollars were put into 
circulation. Lately, there is a move to 
put into circulation non-silver half- 
dollars in place of the ones having 40 
per cent silver. 

When the US Treasury stopped its 


sales of silver at S 1.29 per ounce in 
July 1967 and the free market price of 
this metal rose sharply, it became pro¬ 
fitable to melt (he US coins. The go¬ 
vernment in that countr>' clamped a ban 
on melting of silver coins as well as their 
exports so as not to lose this important 
source of supply. Lor industrial uses, 
the General Services Administration 
(GSA) released two million ounces of 
silver per week at market prices. It 
was possible for it to do so because the 
treasury had succeeded in acquiring 
about 300 million ounces of silver bet¬ 
ween mid-1967 and end of 1968. 

Tn 1969, the redemption of silver from 
coins had been reduced to a trickle. 
Silver coins were no longer in cir¬ 
culation as the dealers, collectors and 
speculators liad mopped up all the 
fioating Mocks. Tn order to increase 
the supply of silver for industrial uses, 
the treasury permided, on May 12,1969, 
the melting of coins and reduced the 


supply of silver sales to 1.5 million 
ounces per week as against 2.0 mi¬ 
llion ounces. 

Silver, like gold, is also used as 
hedge against inflation. As private pos¬ 
session of gold has been harmed in 
many countries, people have turned to 
siUer as a safeguard against economic 
uncertainties. In durability and case 
in storage, silver is as good as gold. 
It is therefore natural that speculative 
demand for the white metal should be 
a major determining factor in its price 
behaviour especially when tlie yearly 
mined supp*y is significantly lower 
than demand. Every time the price of 
silver goes above S 2.0 per ounce, 
it is likely to increase the flow from the 
speculative hoard and also to muKc 
the mining operations profitable, That 
is why the price of silver ruled below 
this ceiling throughout 1969, 

As slated above, more silver is 


Tabu: II 

WORLD SILVER CONSUMPllON (Excluding Communist Countries) 


1950 


1. Industrial Uses: . 

USA . 120 0 

Canatia 5 *2 

Mexico .. .. . 

United Kingdom 12 -4 

France . 1 ‘3 

West Germany 7 *6 

Italy . 

Japan . 

India . 

Other countries 10 *9 

Total-- I 157-4 

IT Coinage: 

USA (a) 24 -6 

Canada 5 *4 

France . 

Italy . 

Japan . 

Other countries . 1<>‘1 

Total — II . 44 1 


(In million ounces) 

Pcrceniaijc 
ijicrcasc 
( , ) or dc" 
lease ( ■) 
of 1968 


l‘)55 

I960 

1%5 

1967 

1968 

over 1967 

100 0 

100-0 

1.37 -0 

145 0 

145 -0 


4 6 

4*3 

5-3 

5-4 

5*1 

^5 *6 

2-5 

4 0 

4-7 

5-0 

5*0 


14 2 

16 5 

25 0 

24 0 

25 0 

-4*2 

15-7 

13*0 

14 0 

14-7 

14-2 

-3 *4 

28*1 

40 2 

54 *6 

48-2 

45 0 

^6*6 


,. 

25 *0 

30 0 

30 *0 

.. 

6*3 

21 *5 

25 -0 

31 -3 

54 0 

+ 8*6 

3*0 


16 0 

15*0 

16 0 

+6*7 

18*4 

25*0 

30 0 

30 0 

.30 -0 

•• 

192*8 

224 *6 

336 0 

348 -6 

,347 *3 

^0*4 

8-2 

46 -0 

320 -3 

43 *8 

‘36 8 

-16*0 

2*6 

7-5 

20-4 

8*8 

4*3 

—51*1 

.. 

12-2 

7*2 

9*6 

2*9 

^69*8 


7*1 

2*9 

1*9 

0*5 

"^•73 *7 


4-6 

5 8 

,. 

,, 

.. 

41 *8 

26*5 

24*5 

25 0 

15*0 

-^0 0 

52 *6 

103 *9 

381 *1 

89 1 

59 *5 

—33 -2 


III Total world consumption of Silver excluding 

Communist countries (I-f II) 201*5 245*4 .128*5 717*7 437*7 406 *8 - -7*1 


(a) Supplies of silver for coinage in the USA are obtained entirely from Treasury stocks and have never been part of market demand. 

Source : The Annual Review of Silver by Handy and Harman. 

















EASTERN ECONOMIST 

Rs 485 per kg. at the official rate of 
exchange), the price in Bombay ruled 
between Rs 500 and 510 per kg. 
Obviously, the differential between 
world market prices and Bombay pri¬ 
ces is not significant whereas in the 
case of gold, the difference is more than 
IdO per cent. Again, the peak price 
of silver in New York was recorded 
in July 1968 while the highest price of 
silver (Rs 633 per kg.) was registered 
in Bombay in September 1968. Tt 
is no secret that sizable quantities of 
silver were smuggled out of oilr coun¬ 
try, despite the official ban, in exchange 
for gold or other luxury items such as 
nylon and watches. In order to curb 
the smuggling activity in silver, the 


January 30, 1970 

Government of India promulgated an 
ordinance on January 4, 1969, which 
amended the Customs Act and required 
every person on the west coast of our 
country—50 km. inland from the coast 
— to declare his stocks of silver, bul¬ 
lion and coins exceeding Rs 15,000 
in price and particulars of the place 
where such silver was kept. This had 
a healthy effect as the volume of silver 
smuggled out of the country was re¬ 
duced, though not entirely eliminated. 
Silver hoardings in this country had 
been estimated by the Reserve Bank 
of India a few vears ago at 5,000 mi¬ 
llion ounces: what proportion of this 
hoarding has bscn smuggled out du¬ 
ring the last 2 J years is anybody’s guess. 


OECD Strategy of Trade Preferences 

DR R. S« ARORA 
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consumed than mined every year; the 
shortage of this metal is therefore like¬ 
ly to raise its head soon unless steps 
are taken lo reduce its consumption. 
One of the industries where sizable 
quantities of silver are consumed is 
photography. The discovery of a new 
photographic process which will not 
need silver will reduce the demand for 
this metal. Feverish efforts arc cur¬ 
rently being made in research labora¬ 
tories in the USA lo find photographic 
processes which either curtail or eli¬ 
minate the use of silver. 


Silver was without doubt a favourite 
of the speculators from middle of 1967 
to middle of 1968 but the steep break 
in its prices since then has unnerved 
them and it is expected that for some¬ 
time to come, hoarding of silver in the 
world for quick profits will go out of 
fashion. The currenc> crises might 
sometimes revive interest in this metal 
but every lime its price goes above 
» 2.0 per ounce, the unloadings by 
speculators and the increased activity 
of producers are likely to depress its 
pria*. 

Stripped of Pretensions 

Mocatta and Goldsmid, one of the 
leading bullion dealers in London, 
have pointed out in their annual re¬ 
view of silver for 1969 that it “was 
finally stripped of its pretensions as a 
precious metal. Speculative activity 
has continued to dominate the market 
but it has been ruled by considera¬ 
tions of supply and demand rather 
than monetary irrelcvancics.” It 
has confirmed that the largest non¬ 
users, potential source for silver is the 
US coinage. Mocatta and Golds- 
mid have estimated that theoretically 
there arc about 1,700 million ounces 
of silver in this form in the USA and 
although a considerable portion of it 
will never become available in the mar¬ 
ket. the coins w'ill certainly have a de¬ 
cisive effect on the price of the white 
metal in the next few years. Mocatta 
and Cfoldsmid ha\c also estimated that 
nearly 400 million ounces of silver are 
co’\iained in dollar pieces w'hich have 
become collectors’ items and about 
300 million ounces of silver has been 
lost, leaving a balance of 1,000 mil¬ 
lion ounces available for melting in 
the coming years. 

Even though the silver markets of 
our country are isolated from the world 
markets since no imports or exports of 
this metal are allowed, yet fluctuations 
in international prices of this metal 
have a profound effect on its prices in 
our country. In early January this 
year when the New York price of sil¬ 
ver was 1.81 an ounce (equal to 


The Mi MBi.RS of the Organisation of 
Economic Co-operation and Develop¬ 
ment (OECD) — rich nations’ club — 
were scheduled to meet from October 
27 lo 29 last year at Paris to work out 
a scheme of generalised non-rcciprocal 
and non-discriminatory trade prefe¬ 
rences in favour of developing countries. 
At the eleventh hour the meeting was 
postponed indefinitely at the instance 
of the United States. The developing 
countries have obviously watched this 
development with grave concern since 
they view this yet another blow to 
their cause in the context of many 
other recent retrogressive trends in the 
field of trade and aid. 


The report of the World Bank for 
the year ending June 30,1969, shows that 
contrary to earlier expectation that the 
developing countries’ share in the world 
trade would grow, it has actually de¬ 
clined from 22 per cent in I960 to 20 
per cent in 1968. The promise of the 
developed countries to provide a better 
access to exports from the developing 
countries thus remains far from being 
fulfilled. The developing countries have 
been struggling for several years for an 
adequate share in the world trade. 

At the elev enth hour of the New' Delhi 
round of the United Nations Confer¬ 
ence on Trade and Development a 
resolution on preferential or free entry 
of exports of manufactures and semi¬ 
manufactures of developing countries 
was adopted on the basis of the draft 
submitted by the Group of 77 (the de¬ 
veloping countries). The resolution 
unanimously adopted by the conference 
recognised that the OECD document 
on the subject, adopted in November 
1967 (TD;'56) marked a major change 
in commercial policies as between de¬ 


veloped market-economy countries and 
developing countries. 

At UNCTAD-T, all the developing 
countries unanimously supported the 
idea of tarifi’ preferences, but the US 
delegation adopted a position of ada¬ 
mant opposition to the demand of tire 
less developed countries. The reasons 
underlying American opposition to or 
scepticism about the desirability and 
probable contribution of preferences to 
the development of the Jess developed 
countries were thought to be of two 
broad sorts : administrative-political 
and economic. The official US stand on 
this subject was subsequently reiterated 
by official spokesmen and defended, 
supported, or rationalised, at Last in 
broad terms by experts. 

In the intervening period, however, 
one delects a certain convergence of the 
two positions, with the developing 
countries displaying a livelier sense of 
complexity of the technical and policy 
issues involved, and the developed 
countries, on their side, showing a 
greater willingness to reconsider their 
stand on the subject. Perhaps, on second 
thought the developed countries realis¬ 
ed that aside from political advanti^gcs, 
(he liberalisation of trade might 
also bring long run economic benefits 
to the industrial countries since it 
would permit an increase in the de¬ 
veloping countries’ output of .sophisti¬ 
cated products in whose manufacturing 
they have a comparative advantage. At 
the same time they realised that the 
transitional difficulties associated with 
such a shift could be mitigated if the 
liberalisation of trade was undertaken 
in gradual fashion. 

In a speech in November, 1966, Mr j 
Anthony Solomon, the American Assis- 
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tant Sccretaiy of State for Economic 
Affairs, posed the issue as follows : 
*‘Doc 8 equal treatment for all make 
sense when the competitive strength of 
infant industries in the poor countries 
is obviously no match for long-establi¬ 
shed mature industries in the developed 
countries?” 

At Punta del Estc in the spring of 
1967, President Johnson announced a 
more flexible US policy on this subject: 
•*Wc are ready to explore with other 
industriiised counirics — and with our 
people — the possibility of temporary 
preferential tariff advantages for all 
developing countries in the markets of 
all the industrialised countries/’ Accord¬ 
ing to some reports, the United King¬ 
dom supported this approach, but the 
Common Market countries, parti¬ 
cularly France, favoured selective prefe¬ 
rences favouring some less-dcvelopcd 
countries (former African colonies) 
over others. Meanwhile, the Ministers 
of the OECD countries had increasing¬ 
ly recognised the desirability of arriving 
at some solution in the matter of prefe¬ 
rences and in November, 1965, they 
had given a mandate to the OECD to 
formulate constructive and concerted 
policies for increasing the developing 
countries’ export earnings. 

Two Decisions 

A wcll-documentcd report was sub¬ 
mitted to the ministers for their con¬ 
sideration at a meeting in Paris on 
December 1, 1967. At that 

meeting, the ministers took two main 
decisions: firstly, they agreed that the 
broad outlines of the report should 
serve as a common basis for delegations 
of member governments at the second 
conference and in future discussions 
of the matter; secondly, they asked the 
OECD to continue its work after ob¬ 
taining the views of the developing 
countries, since it would make no 
sense to introduce preferential arrange¬ 
ments w'hich did not have the latter’s 
support. However, the report was 
adopted as the guideline for New 
Delhi, but there was no ministerial dis¬ 
cussion to find a line through the all- 
important points which the working 
piroup report had raised without supply¬ 
ing answers. It was on details that the 
ranks of rich countries had remained 
dangerously ^lit, although they had 
accepted the idea that ^generalised pre¬ 
ferences were a good thmg. 

While discussing the duration of 
tfade preferences, during UNCTAD-11 
the developed countries suggested that 
the initial life-time of the scheme of 
preferences should be 10 years with a 
major review near the end of that period 
to determine whether the scheme should 
be continued, modified or abolished. 

The developed market economy 
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countries generally took the view that 
a procedure should be adopted within 
the system of preferences for phasing 
out the reverse preferences granted 
by some developing countries to some 
developed countries. They offered seve¬ 
ral reasons for this view and drew atten¬ 
tion in particular to the domestic 
difficulties they would encounter in 
granting preferences to those develop¬ 
ing countries w'hich did not accord them 
equal Ireatmcnl with other developed 
countries. On this issue some socialist 
countries of casiern Europe urged that 
the question ofreverse preference should 
be resolved in accordance with general 
Principle Eight adopted al the First 
UNCTAD, which said: 

‘•International trade should be con¬ 
ducted to mutual advantage on the 
basis of the most-favoured-nation 
treatment and should be free from 
measures detrimental to the trading 
interests of other countries. However, 
developed countries should grant con¬ 
cessions to all developing countries and 
cxjLend to developing countries all con¬ 
cessions they grant to one another, and 
should not, in granting these or other 
concessions, require any concessions in 
return from developing countries. New 
preferential concessions, both tariff 
and non-tariff, should be made to 
developing counirics as a whole and 
such preferences should not be 
extended to developed countries. 
Developing counirics need not extend 
to developed countries preferential 
treatment in operation amongst them. 
Special preferences at present enjoyed 
by certain developing counirics in cer¬ 
tain developed counirics should be re¬ 
garded as Iransiiional and subject to 
progressive reduction." 

Parallel Action 

Several developed countries stressed 
the importance cf parallel action by 
the socialist countries of eastern Europe 
to promote the expansion of exportsfrom 
the developing countries. This parallel 
action should, provide equivalent in¬ 
creased opportunities for the exports of 
the developing countries to those pro¬ 
vided by the developed market economy 
countries through the scheme of pre¬ 
ferences. Several east European coun¬ 
tries were found ready to grant tariff 
preferences to developing countries. 

In the final resolut ion adopted on this 
subject, the conference first cited “the 
unanimous agreement in favour of the 
early establishment of a mutually accep¬ 
table system of generalised non-recipro¬ 
cal and non-discriminatory preferences 
which would be beneficial to the develop¬ 
ing countries,” and the need for further 
intensive work on such a system. The 
conference then staled that the objec¬ 
tives of such a system of preferences in 
favour of the developing countries. 
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including special measures favouring 
the least advanced among them, should 
be : 

"(i) to increase their export earning; 

(ii) to promote their industrailisa- 
tion; and 

(iii) to accelerate their rates of econo¬ 
mic growth”. 

To this end, the resolution stated, the 
conference established a special commit¬ 
tee on preference as a subsidiary organ 
of the Trade and Dc\'elopment Board, to 
enable all countries concerned to parti¬ 
cipate in consultations. The first meet¬ 
ing of the special committee should be 
held in November, J968, and the ob¬ 
jective .should be "to settle the details 
cf the arrangements in the course of 
I%9", the conference stated, noting 
"the hope expressed by many countries 
that the arrangements should enter 
into effect in early 1970”, 

Time Table for Offers 

The United Nations Trade and De¬ 
velopment Board had laid down a time 
table for this under which OECD 
countries were to transmit their offers 
to the UNCTAD Secretary-General by 
November last year, and the UNCTAD 
special committee on preferences anti 
then the Trade and Development 
Board itself were to meet early in 1970 
to settle the scheme. ‘The Group of 
IT fears that developments in Paris 
might seriously ihrcalcn a timely con¬ 
clusion of negotiations on preferences. 

In a report prepared for the first 
UNCTAD and reproduced in the 1962 
UN World Economic Survey, (Part II, 
1963) it has been noted that tariff rates 
in industrial countries tend to increase 
with the degree of processing and thus 
provide a disincentive to the export of 
goods at higher levels of fabrication by 
developing countries. The Survey adds 
that “the degree of progression of duties 
,. would be greater if the duties were 
related not to the total value of respec¬ 
tive imports but to the value added in 
the manufacturing process concerned.” 
Since then the findings of several 
specialised studies liavc’ provided sup¬ 
port for the proposition that the struc¬ 
ture of protection in the industrial 
countries is biased against the imports 
of manufactured and semi-manufac¬ 
tured goods from developing areas. 

On the one hand, tariffs tend to rise 
witli the degree of fabrication, on the 
other manufactured and semi-manufac¬ 
tured goods of interest to developing 
countries bear higher duties — nominal 
as well as effective — than the technolo¬ 
gically-sophisticated products traded 
among the industrial nations, 'l^ese 
studies also indicate that developing 
countries have advantages in prdducing 
standardised commodities which are 
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either labour-intensive or utilisis domes¬ 
tic and do not require compli¬ 

cated technology and sophisticated 
managerial skills. " , 

In view of the decline in the share of 
-earnings of primary commodities in 
world trade, these commodities have to 
assume increasing importance in the ev 
ports of developing countries if they are 
to accelerate their economic growth. 
Accordingly, to conform to the chang¬ 
ing pattern of comparative advantages 
and to contribute to the development 
process, industrial countries would have 
to equalise their trade barriers in a 
downward direction. These actions 
would make it possible for the develop¬ 
ing countries to provide an increasing 
share of the imports — and the do¬ 
mestic consumption—of simple munu- 
i^actures in industrial countries. 

Non-reciprocal Preferences 

During the New Delhi round of the 
UNCTAD several aspects of trade pre¬ 
ferences were discussed in detail by 
the second committee. The committee 
agreed that a generalised, non-reci¬ 
procal and noil-discriminatory system 
of preferences in favour of the develop¬ 
ing countries which wculd assist the de¬ 
veloping countries to increase their ex¬ 
port earnings, and so contribute to the 
acceleration in their rates of economic 
growth, should be implemented as 
soon as possible. However, the com¬ 
mittee decided that two questions be 
examined in some detail, namely the 
main elements of such a system and 
the time-table for future action leading 
to the early implementation of the 
scheme of preferences. 

The representatives of the deve¬ 
loping countries stressed that pre¬ 
ferential treatment should be accorded 
to all manufactures and semi-manu¬ 
factures, including processed and 
semi-processed agricultural and other 
primary products falling under Chap¬ 
ter 1-99 of the Brussels Tariff Nomen¬ 
clature (BTN; with a bare minimum 
ol exceptions which would be deter¬ 
mined on a casc-by-casc basis. The 
developed market economy countries 
expressed the view that all manufac¬ 
tures and semi-manufactures on the 
basis of Chapter 25-99 of the BTN 
should be included in a scheme ol pre¬ 
ferences. 

It was, however, agreed that ab 
imiio exceptions from the preferential 
scheme should be kept to a bare mini¬ 
mum and that developed countries 
should not aim at a list of exceptions 
common to all of them. It was also 
generally agreed that any system of 
preferences would liave to include a 
safeguard mechanism. The developed 
market economy countries referred to 
the alternative arrangements of a tariff 
quoia-cum-adj astment procedure and 
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of purely cscap^lause action. It was 
painted out that it had not been possible 
for these countries to agree upon one 
method rather than the other. Several 
conceptual and administrative difficul¬ 
ties inherent in the application of a tariff 
quota system were, however, admitted. 

The' developing countries, on the 
whole, reiterated their support for 
unrestricted duty-free entry for their 
products and in consequence expressed 
their support for an escape-clause sys¬ 
tem, despite its limitations. 

During UNCTAD Tl, while the de¬ 
veloping countries could agree to perio¬ 
dic reviews of the schemes, they pointed 
out the dangers of abruptly disconti¬ 
nuing the scheme. On the other hand, 
they emphasised that in the periodic 
reviews of the scheme an assessment 
should be made of the extent to which 
the least advanced developing countries 
liad benefited from the system. The de¬ 
veloping countries further emphasised 
that the general system of preferences 
should provide at least equivalent ad¬ 
vantages to those developing countries 
enjoying preferences in certain de¬ 
veloped countries. Yet it was acknow¬ 
ledged that ns long as the details of the 
general schemef were not known, it 
would not be possible to assess to what 
extent the generalised system would 
provide such advantages. A number of 
developed market economy countries 
maintained that the general system of 
preferences should gradually absorb 
the existing preferences. 

While some developing countries 
stressed that reverse preferences were a 
matter for the developed countries to 
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decide upon, others felt that reverse 
preferences should be abolished, in 

e irticiilar since they concerned tq i 
rge extent the least developed coun¬ 
tries and since they placed economic 
burdens upon such countries* 

With regard to institutidhal arrange¬ 
ments, the developing countries felt 
that suitable machinery within the 
UNCTAD should be established to 
supervise and ensure the effective imple¬ 
mentation of the scheme. But several 
western countries stated that it was not 
necessary to create new institutions to 
handle this matter; only existing facili¬ 
ties available within the UNCTAD 
could be utilised. 

At first, sight it might appear that 
the final resolution adopted by UN- 
CTAD-Tl was a far cry from the 
17-point proposal put forward by the 
“Group of 77” and, the rich did not 
agree in substance to anything beyond 
the stand they had taken in December, 
1967, at Pans at an OECD meeting. 
In my opinion the unanimous accep¬ 
tance of the desirability of a general, 
non-discriminatory and non-recipro¬ 
cal system of preferences in favour of the 
developing countries undoubtedly was 
of considerable conceptual importance. 

The postponement of the OECD meet¬ 
ing must cause concern to the develop¬ 
ing countries. These countries have 
reason to believe that the developments 
in Paris constituted the symptom of a 
deep malaise which is threatening to 
jeopardisethe very basis of international 
co-operatien for the economic develop¬ 
ment of developing countries — a very 
sad augury indeed for the second de¬ 
velopment decade. 
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WINDOW ON THE WORLD 


German Economic Policy in 1970 


ERHARD HAUBOLD 


Theke is a cerlain ebullience to be 
discerned on the West German econo¬ 
mic scene, which antieij^tes the new 
year’s prospects. Change is promised by 
the new government in office and by 
citpectalions of new links with the east. 

The new government in Bonn took 
office last fall amid an economic situa¬ 
tion that demanded prompt action. Of 
the four agreed politico-economic goals 
—stable prices, high level of employ¬ 
ment, harmonious foreign relations and 
steady, appropriate economic growth— 
two were especially endangerea. A per¬ 
sisting distortion in the international 
business situation brought with it a 
pressure on the stability of German 
prices. Since spring 1969, the overall 
demand had risen to boom-like propor¬ 
tions. More and more this demand 
was leading to economic stresses. 

With the decision of October 24.1969, 
to revalue the DM, a firm foundation 
was laid to return to a policy of stabi¬ 
lity. On the one hand, revaluation led 
to a diminished pressure in the form of 
excessive foreign demand, thus es¬ 
tablishing a prerequisite for that domes¬ 
tic stability which the Law on Economic 
Stability and Growth sets as a goal. At 
the same time, the revaluation ended an 
international uncertainty about cur¬ 
rency exchanges that had endured for 
some time. No longer is the Deutsche 
mark an object of speculation. 

Improvement in Balance of Payments 

The revaluation also enabled the 
government to contribute to an impro¬ 
vement in the international balance of 
payments and to strengthening the inter¬ 
national monetary system. In choosing 
the revaluation rate of 9.3 per cent, 
Bonn did more than lake into account 
the disparity that had developed in 
the course of time between domestic 
and foreign cost-price relationships. 
The rate also allowed for the fact that 
the price spiral abroad was continuing. 
That is, the new parity anticipated a 
certain degree of future international 
price rises. 

Can the forces of the market by 
themselves on this firmer foundation 
provided by revaluation restore econo¬ 
mic balance now? The balance would 
need to be characterised by stability 
without stagnation. Looking into 1970, 


the Economics Minister, Prof. Schiller, 
sees little likelihood that producers, 
taking into account new orders and a 
backlog, will have reason to complain 
of a lack of demand. However, economic 
growth will be more modest than in 
1969, in which the real growth of the 
gross national product amounted to 
over 7 per cent. 

Stock-taking by Industry 

As a result of restrictions and mone¬ 
tary brakes that have been applied in 
recent week.s. industry will have to do a 
considerable stock-taking. Exporters 
will have to adjust prices or qualities to 
the sharp increase in the exchange rate 
of the DM. New taxation measures 
will have to be assessed. A question 
which is being asked in Bonn economic 
circles is: Will economic policies desig¬ 
ned to stimulate internal spending and 
internal investment, succeed in channel¬ 
ing efforts and capital away from the 
export sector? 

What is certain is that domestic 
demand in the closing weeks of 1969 
had risen steeply, and the pressure on 
the labour market had increased ac¬ 
cordingly. The German Labour Office 
at 1969-end, placed the number of 
foreign workers in West Germany at 
over 1.5 million, some 265,000 more 
than in 1968. Industry was undoubtedly 
experiencing a boom during the Chris¬ 
tmas and New Year seasons; though 
figures have yet be known the impres¬ 
sion is that West Germans have indul¬ 
ged in a major shopping spree. 

The export sector loo offers food for 
satisfaction. Recent discussions with the 
Soviet Union will lead to a major steel 
and pipeline deal benefiting this sector 
of business. The new government is also 
expected to increase its expenditures in 
the fields of development assistance. 
It has already allocated impressive cre¬ 
dits for east European trade. A more 
liberal foreign policy being fashioned in 
Bonn promises to lift some of the res¬ 
trictions on exports that the Hallstcin 
doctrine tended to impose. 

Fears that the economy may over¬ 
heat if the present boom in production 
continues do nevertheless play on the 
ajpprehensions of business. Some as¬ 
pects of the West German market 
strengthen this apprehension. There is a 
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general rise of prices in west Europe as a 
whole, mainly caused by the presence 
of a sellers’ market in an area of industry 
which has progressed mightily in recent 
years. This is the subcontracting sector 
where a large number of Tccdcr’ com¬ 
panies supply the big factories with 
their nuts and bolls as well as with such 
specialised components as pistons, brake 
equipment, electrical hardware and the 
like. 

In these specialised fields, manufac¬ 
turers catering to the industry as a 
whole are able to produce parts at 
prices defying the possibilities of indi¬ 
vidual firms. In the present boom even 
the feeder industries with their vast 
production potential have been unable 
to keep up with the demand. This has 
brought about inevitable delays in deli¬ 
very and re-pricing. One large manu¬ 
facturer of agricultural tractors has 
over 1,000 vehicles held up on the fac¬ 
tory floor because of the inability of his 
subcontractor to supply him with gear 
boxes. The new year should here see a 
decision taken as to whether the indus¬ 
try is likely to decide upon large-scale 
investment in new plant, or whether 
caution wiU prevail and fears of over¬ 
heating will lead to a new recession. 

This is the imponderable that West 
Germany Jives with today: a problem 
also present in other west European 
countries, but here rendered more acute 
by the peculiar circumstances which 
prcvtMl. One might as a consequence 
hazard a guess. The barometer is Ican-^ 
ing favourably towards the optimistic; 
and if this trend is translated into ef¬ 
fective economic movement. West Ger¬ 
many may well be destined to experience 
an even more startlingly successful 
boom year in 1970 than in any of 
so far. 

Multinational Companies 

On the socio-industrial side, there 
are strong indications that the Federal 
Republic is moving strongly towards 
the corporate welfare structure fashion¬ 
able in the USA.West Germany is in the 
full flowering of an era of big corj^ra- 
tions. To certain extent the vast private 
business group with its corporate com¬ 
mittee structure reproduces many of 
the aspects of government, and its 
co-operation with the political autho¬ 
rity and trade unions brings a curious 
but effective blend of economic libera¬ 
lism associated with private and state 
capitalism.in its wake. 

Thus, West Germany, on the thres¬ 
hold of the 1970s, secs a steady but sure 
disappearance of the old-fashioned fa¬ 
mily type business and its replacement by 
tbc new giant corporate structure. The 
mechanism of the change has taken 
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various fomu* A dramatic incident 
the change at Krupp’s, Gcrman>v!s most 
famous paternalistic family empire; 

Under the Grand Coalition govern¬ 
ment the blend of socialist and CDU 
cccnomic doctrine strengthened the 
move towards big mergers. State sub¬ 
sidies v/ere withheld from the ineffi¬ 
cient industries; that many of these 
were of the family type was significant 
but also incidental. Grants were chan¬ 
nelled towards the clfictent structures 
or were used to encourage mergers. The 
process was clearly evident in the aero¬ 
nautical industry, in the electrical in¬ 
dustry and in the small petroleum 


industry. During 1970 the application 
of this pressure towards incorporation 
should continue strongly. 

In the wake of this development, 
an ever-increasing emphasis cn forming 
(rul^ multi-national companies can be 
observed. Cases inpeint are the Siemens 
group which ha\ established already 
90 plants in foreign countries and emp¬ 
loys 60,000 personnel abroad. The BASF 
chemical group has acquired strong¬ 
holds in the USA and other countries. 
And of Volkswagen's daily production 
of over 7,000 vehicles, more than 1,000 
are being manufactured every day by 
its plants in Mexico and Brazil, 


Indonesia on Road to Recovery 

HARDEV SINGH 


The BUDCHiT for the year 1970-71 
presented recently by President Suharto 
of Indonesia bears the stamp of the 
seriousness with which that country is 
making efforts to improve its economic 
condition. The budget outlines an 
expenditure of 161 million rupiah for 
development, which is nearly 31 per cent 
more than the provision made For si¬ 
milar purpose a year before. President 
Suharto also proposes to adopt measu¬ 
res that will encourage business activity 
in the country through increased sa¬ 
vings. For instance, personal income 
tax, which currently ranges from 21 
per cent to 60 per cent, has been propo¬ 
sed to be lowered to 10 per cent to 50 
per cent. At the same time, exempted 
taxable limit has been proposed to be 
raised from an annual income of 24,000 
to 48,(X)0 rupiah. The maximum cor¬ 
poration tax is also to be lowered from 
60 to 48 per cent. 

In spile of these efforts to accelerate 
domestic investment considerable re¬ 
liance has to be placed on external assis¬ 
tance. An amount of 134,000 million 
rupiah is expected to be contributed 
through foreign aid towards develop¬ 
ment budget, while domestic savings 
are hkely to contribute nearly 37,000 
miihon rupiah. This has been 
found necessary because Indonesian 
economy was in a rather bad shape bet¬ 
ween the years 1961 to 1966. Ram¬ 
pant inflation marred industrial activity 
in that country during these years and 
investible funds found their way into 
speculation. The last three years, 
however, have witnessed rapid recovery. 
Considerable stability has been achie¬ 
ved in prices, which increased during 
the fii^sl nine months of 1969 by just 
four per cent as against 85 per cent in 
1968 and 635 per cent in 1966. This 
trend has largely been supported by the 
government's credit policy and good rice 
harvest. There has been increased 


production of petroleum and other basic 
minerals loo and increased exploration 
and development have stimulated the 
economy. 

The current budget coincides with the 
second year of Indonesia's first five 
year plan (1969-1974). Broadly spea¬ 
king, the plan has modest objectives; 
the provision of food and clothing to its 
people, the improvement of infrastruc¬ 
ture, the improvement of housing for 
the common people and the provision 
of more employment. In the field of 
agriculture, for instance, rice production 
is expected to reach 15.4 million tons 
by the end of the plan, about 50 per 
cent more than the 1968 crop. In fact 
the harvest of 10.7 million tons in 1968 
was nearly 14 per cent more than in 
1967. Ifthisratcof increase could be 
attained and maintained, Indonesia 
will have its rice production increased 
well above the annual population grow¬ 
th of2.3 percent, which will be a major 
breakthrough from the traditional 
production lag. This has been propo¬ 
sed to be achieved through irrigation, 
cultivation of high-yielding varieties of 
rice and use of fertilizers and pesticides. 
Further, information on modern me¬ 
thods and planning to the peasants is 
to be a decisive factor in the success of 
the plan. Through these measures, 
830,000 hectares of rice-fields are to 
be rehabilitated and another 460,000 
hectares are to be brought under irri¬ 
gation. 

As has been pointed out, industry in 
Indonesia suffered substantially during 
the years of inflation, 1961-1966. Gra¬ 
dually, however, some rehabilitation 
was possible between 1966pand 1968; 
the present plan projjoscs to increase 
the industrial production in Indonesia 
by nearly 90 per cent over a i^riod of 
jive years. The industries which have 
been given priority include fertil]aers> 


cement^ chemicals, textiles^ pidp, and 
paper, pharmaceuticals, engineering 
and machine tools. The government 
proposes to invest nearly 110,160 mi¬ 
llion rupiah in industry, While banks and 
private capital are expected to invest 
nearly 140,500 million rupiah. 

Major share of investment is likely to 
go into fertilizers, cement and chemical 
industries, which will involve an expen¬ 
diture of 114,420 million rupiah. The 
fertilizer factory in Palcmbang is expec¬ 
ted to have increased annual output 
of 400,000 tons while the petrochemical 
project at Gresik, which is to be com¬ 
pleted this year, will produce annually 
66,000 tons and 110,000 tons of urea 
and ammonium fertilizers respectively. 
Feasibility studies are being undertaken 
for the construction of a fertilizer fac¬ 
tory using natural gas at Djatibarant in 
west Java. The construction of a 
superphosphate factory at Tjiiatjap is 
also being contemplated. 

Efficient Working 

Indonesia at present has three cement 
factories, namely at Gresik, Indarung 
and Tonassa, with a total annual ouipuL 
of 615,000 tons, which is far below In¬ 
donesia's present demand. The appli¬ 
cation of more efficient methods in the 
three factories is exected to raise pro¬ 
duction to 850,000 tons towards the 
end of this year. Further, the feasibi¬ 
lity of establishing a cement factory at 
Tjibinong in west Java, is being con¬ 
templated. When realised, it will be 
capable of producing 400,000 tons every 
year. The location for another cement 
factory is being considered, potential 
locations being, Bohorok and Atjeh, 
in Sumatra, Klaten and Pamotan in 
central Java, and Tjibadak, in west 
Java. By the end of this plan annual 
cement prduction. is likely to move up 
to 1,630,000 tons. It has been pointed 
out that new units are proposed lo be 
financed by domestic as well as foreign 
private capital. 

Textiles industry in Indonesia pro¬ 
duces weaving yarn which is just enough 
to meet half the capacity of spinning 
mills. The plan, therefore, proposes 
to reduce this discrepancy. In the initial 
stages, spinning factories are to be re¬ 
habilitated, there arc at present 14 
spinning factories, while two factories 
at Bekasi and Palembang are await¬ 
ing completion. The weaving factories 
have not been able to perform at full 
capacity because of high cost of elec¬ 
tricity and the sub^standard quality of 
domestically produced weaving yarn. 
Through improvement and expansion 
the output of textiles is to be raised 
from 300 million metres to 900 million 
metres in. five years* The investment 
I^ahs include tte rehabiUtatibn of spin- 
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aad weaving factories, expansion of 
spinning and finishing factories; and 
the modernization of weaving factories. 

The present installed capacity of elec¬ 
tric power in Indonesia is around 
650,000 kw, all of which cannot be put 
to use for want of transmission and 
distribution lines. For instance, only 
half of the total power produced by the 
Djatiluhur multipurpose dam at pre¬ 
sent could be transmitted and distribu¬ 
ted. The five-year plan proposes to 
add new power stations with a capacity 
of 360,000 kw. This means that con¬ 
siderable imaginative planning has to 
be done to distribute electricity to va¬ 
rious areas by establishing new 
transmission and distribution lines. 
The infrastructure was neglected 


EASTERN ECX>NOMIST 

grossly during the last 20 years. 
Repair work and maintenance were far 
below the standard for lack of funds. 
Expansion, if at all, was negligible. It 
has been estimated that it will take 
nearly 10 years to catch up with the 
overdue repair and rehabiJitatiou wwk 
alone. Bad condition of roads. 70 percent 
of which are virtually unfit for use, 
has led to a considerable over-crowding 
of railways. With the bulk of its rol¬ 
ling stock more than 40 years old. even 
railways can hardly cope with the in¬ 
creasing pressure on transportation. 
The plan, ihcrelbrc, proposes to increase 
the carrying capacity of railways from 
the present 75000, km per day to 93,000 
km by 1973. I'or this the railways 
urgently require new rolling stock, new 
tracks and sleepers and better bridges. 
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mid-term prospect that its represen¬ 
tatives at GATT (the Cteneral Agree¬ 
ment on Tariffs and Trade) in Geneva 
can be counted on to watch very care¬ 
fully the terms of the new' agrcemoins 
the Market will be signing with non- 
members this year. According to the 
GATT rules preferential agrccmerits 
can be signed only if they lead to free 
trade or to a customs union beiw^n 
the parties concerned “in a reasonable 
period of time." If the Market's agree¬ 
ments with non-members can be cons¬ 
trued to break this rule the USA can 
be counted on to make this construc¬ 
tion. 

The Market has ten states seeking 
forms of non-memberShip trading ag¬ 
reements with it. The most important 
arc Israel, Spain, Austria, the l-’AR 
and Turkey; others with Argentina, 
Lebanon, Japan and Malta are in the 
exploratory stage and Yugoslavia is 
seeking to broaden the guarantee for 
its beef exports. 

With Israel the preferential agree¬ 
ment will have a first stage of five 
years in which tiirift' cuts of about 45 
per cent will be made by the Common 
Market. Israel evidently hopes that this 
Market concession will provide the first 
step to its full assccialion with the 
Market. 

Agreement with Spain 

The approaching agreement with 
Spain W'ill probably bo for a teim of 
six years in the first place during which 
the Market will make tariff cuts of 60 
percent on Spanish industrial products. 
The Spaniards may be content to pro¬ 
gress from this position to a form of 
association but their aim is undoub¬ 
tedly full membership of the Market. 

The United Arab Republic is fairly 
far advanced in its application for a 
preferential agreement and Turkey is 
expected to move from its present “pre¬ 
paratory” stage to a “transitional" 
sta^ in its association agreement. The 
position of Austria, which has been 
having talks in Brussels for five years, 
is peculiar because of its neutral status 
which is guaranteed by the Soviet Union 
as well as by the USA, Britain and 
France. Because of this, the Austrians 
made no progress with their request for 
association with the Market but are 
likely to be successful with their present 
modified application for a preferential 
trading agreement. If successful, Austria 
would withdraw from EFTA, 

Potentially the most important of the 
completely new negotiations will be 
that between the Market and Japan. 
In this case the Market is sending an 
emissary, its Commissioner responsible 


Clients for Common Market 

E.B. BROOK 


VIENNA: 

If thf subject discussed most frequently 
in European economics is the Common 
Market it is no more than an indication 
of the overwhelming presence it has 
developed on the European scene. 

The Soviet Union's anger at the pros¬ 
pect of Britain at last being admitted 
to membership of the Market reveals 
that the cold realists of cast Europe 
see the Market externally for what it 
really is—a protective, defensive and, 
when necessary, aggressive union of 
west European states. The Soviet Uni¬ 
on may be deliberately propagandist in 
suggesting that this defensive-aggressive¬ 
ness of the Market is directed mainly 
against cast Europe for, to no small 
extent, the Market has also an anti- 
American tinge and traders from other 
parts of the world know well that its 
tariffs and protective rules border on 
the hostile. 

The alleged anti-communist slant of 
the Market has not, incidentally, pre¬ 
vented East Germany from absorbing, 
through its “inter-trade" with West 
Germany, many of the fiscal benefits 
of tiw Market nor has it deterred much 
less orthodoxly-communist Yugoslavia 
from arriving at agreements with the 
Brussels Commiasion over such matters 
as terms for the export of Yugoslav 
beef and veal. 

If the east European grf)up of Come- 
con can manage to modernize its atti¬ 
tudes and methods it would not be 
surprising if one day the two European 
economic mammoths might make a 
deal. The prohabiliiy of this event 
would be iuOreased if the current discu- 


sstons between the USA and the USSR 
on strategic armaments produce reas¬ 
suring results and, especially, if a 
European security conference, inclu¬ 
ding the USA and Canada, is ever held 
with a constructive outcome. 

But in the meantime, while the much 
quieter European Free Trade Asso¬ 
ciation contemplates its disintegration 
or absorption and steadily builds its 
trade, the Common Market holds the 
stage with Comccon running a much 
less anile show in the cast of theconti- 
hcni. 

The latest Market developments lake 
two directions, the Barre plan for 
monetary co-operation between mem- 
Ix^rs and a spate of negotiations 
with non-member countries which 
should lead to imporlanl trading agree¬ 
ments this year. Many of these agree¬ 
ments will be of a preferential type, 
which means that they will be carefully 
observed by the liSA which has given 
clear signs of being increasingly worried 
by the Market's trading policies. 

American trading companies are 
disturbed over the reverse preferences 
granted to the Common Market by 
countries in Africa and the Middle 
East. They fear these reverse prefer¬ 
ences may disrupt the market for Ame¬ 
rican exports. The US government 
shares the view now' coming to be more 
widely held that within a foreseeable 
time, Europe will be divided between 
the Market and Ccmecon with unpre¬ 
dictable effects on economic and politi¬ 
cal groups elsewhere, not least in the 
USA. 

Washington is so nervous of this 



EASTERN ECONOMIST 


146 

for External Trade, to Tokyo next 
month to arrange for negotiations |[egin- 
ning in August, on a trade agreemeijit. 
Malta is seeking association and the 
Argentines and the Lebanese preferen¬ 
tial agreements. 

The direct ramiheatiojis of the Com¬ 
mon Market arc thus rapidly ceasing 
to be exclusively European and becom¬ 
ing worldwide, a development in which 
it is moving far ahead of EFTA and 
becoming more significantly interna¬ 
tional than Comecon. While the latter 
is composed exclusively of communist 
states the Market is proving itself 
capable of associating or reaching 
working agreements with countries so 

Inflation in 


GERARD A- 

WASHINGTON: 

While most economists— in ao- 
vernment, business and the universities 
—believe that, in general, the govern¬ 
ment is taking the right actions to slow 
down inflation, some believe it should 
crack down even harder, while others 
believe it has already gone far enough 
and should ease monetary restrictions. 

Economic indicators that have been 
slanting sharply upward for the past 
few years have turned down, or at least 
flattened out, and the pace of business 
has definitely slowed down — the 
government’s goa*. But prices have 
continued to rise. This past year they 
rose by six per cent, and even the most 
optimistic forecasts do not sec the 
rate of increase for 1970 dropping 
much below four per cent. 

As the government secs it, the po¬ 
licies of keeping taxes up and spending 
down, while holding back on the flow 
of new money into the economy, is 
working just about as pre<|ictcd. The 
economy is gradually slowing down 
without a risk of recession. 

But the time to case up is not yet 
here, for the war against inflation has 
not ycl been won. One of the tough¬ 
est battles is convincing businessmen 
and consumers that the government is 
determined to win even if it means con¬ 
tinuing unpopular restrictive policies. 

Economists of the monetary school 
believe that expansion or contrac¬ 
tion of the money supply has a powerful 
effect on economic activity hold that 
if the money supply is not eased .soon 
the United States is certain to have a 
mild recession six to nine months from 
now. They reason that it takes that 


diverse in political attitudes as Spain, 
neutral Austria and communist Yugos¬ 
lavia; its formal agreements will reach 
to four continents, including the exis¬ 
ting close membership relations with a 
number of African states. 

It is not surprising, for this reason, 
that the Soviet Union feels some alarm 
at the possibility of further significant 
widcniiig of this increasingly interna¬ 
tional organisation or that the USA 
regards it suspiciously as an enterprising 
challenger in many of the world’s new 
markets. How far GATT will be able, 
if called upon, to control the Market’s 
growth and international relations re¬ 
mains to be seen. 


US Slowing 

DONOHUE 

long for decisions made now to pro¬ 
duce results. 

Equally distinguished economists 
believe just the opposite. They theo¬ 
rize that businessmen arc only waiting 
for monetary restraint to be eased, at 
which time they will invest heavily. 
Their argument is somewhat strength¬ 
ened by Congressional action to reduce 
taxes and i ncrease spending. 

They predict the government surplus 
this fiscal year ending June 30 will bp 
smaller than expected and that next 
year government spending will rise con¬ 
siderably. Thus fiscal policy will bft 
promoting rather than combating in¬ 
flation., Sonte would have the govern¬ 
ment risk u recession and accept in¬ 
creased unemployment. 

A few economists and businessmen 
have proposed wage and price controls, 
but the administration has strongly 
opposed such measures on the grounds 
that they would not really halt inflation 
but produce further strains and dis¬ 
tortions and would be very difficult to 
enforce equitably. 

The President was very unhappy 
about the Tax Bill and increased ex¬ 
penditures voted by the Congress. 
It was reported that he is consi¬ 
dering proposing taxes be raised on 
such items as alcohol and tobacco and 
postponing reductions on automobiles 
and telephone service. 

For without a surplus in the budget, 
or at least one in balance,^he govern¬ 
ment will not be soaking purchasing 
power out of the economy. It wil* be 
pompeting with private buyers for 
goods and services and, if in deficit, 
it will have to borrow on the private 
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market, intensifying pressures for 
funds there. 

Adding further to the difficiiUtes 
of making any sort of prediction is the 
outcome of labour-management wage 
negotiations this year. Several of the 
largest labour unions are determined 
to get large pay increases to make up 
for the rise in the cost of living. Ma¬ 
nagement, facing lowered profits and 
increased competition, wants to keep 
wage increase to a minimum. Large 
wage increases could lead to fresh infla¬ 
tionary pressures, while lowered cor¬ 
porate profits or lengthy strikes could 
seriously cut into government tax re¬ 
venues. 

Inflation has been costly to the 
American people. In many industries 
workers have found prices rising faster 
than wages. High interest rates have 
made it difficult for many to obtain 
financing for new houses. Cities and 
states have been unable to obtain funds 
for needed services. 

Correcting inflation has also been 
costly. The rate of growth of the eco¬ 
nomy was probably three per cent last 
year: the forecast is for about two 
per cent this year in real terms. This is 
not enough to keep up with the rising 
population and demands of citizens 
for improved transportation, housing, 
medical care, schools and social ser¬ 
vices. 

But almost everyone agrees that in¬ 
flation must be slowed down significant¬ 
ly if the United States is to preserve 
the value of its currency and lay the 
base for orderly growth and develop¬ 
ment. 
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The new year has not begun badly. It is 
a great thing, indeed, that one or the bloodiest 
civil wars of history has ended within the first 
few weeks of J970. In terms of sheer destruc¬ 
tion of human life and human values the civil 
war in Nimria was nearly as obscene and outra¬ 
geous as the war in Vietnam which, unfortuoatc- 
ly, is raging still. T may be inclined to concede 
that the unity of Nigeria is a worthy enough 
cai^ and that a strong and prosperous Nigeria, 
rising above its tribal divisions, could vastly 
assist in modernising social and political insti¬ 
tutions on the African Continent and theieby 
make the states of 'Black* Africa in particular 
a contemporary of other communities and 
governments in a world now moving from the 
twentieth century into the twenty-first. Even 
so, an intolerable price has been paid for the 
survival of Nigeria as a federal polity and this 
price, as so often happens when military solu¬ 
tions are sought, iiad to be paid, in the main, 
by those sections of the affected populations 
who perhaps had the least say in the matter. 
The Ibos and their allied trilies in short-lived 
Biafra had fought with a valour which had 
exacted admiration from a cynical world and 
their women and children have paid in blood, 
tears and, above all, stark hunger a toll which 
has become an ugly burden on the conscience 
of the human race. Hence it is that we may 
welcome with unalloyed relief the ending of 
this outrageously destructive conflict, although 
it has eno^ only when the dreams of a brave 
community, stubbornly resolved to pay for its 
dreams, have been finally shattered on the 
field of battle. 


As so often happens on such occasions, the 
Nigerian war has left memories which may not 
easily heal. Outside of the parties imme¬ 
diately apd directly engaged in it. the most to 
suffer in reputation was the United Nations 
as an institution and U Thant as its Secretary- 
General. The charge against it is not that it 
failed to prevent this wrr. Its real sin was that, 
tlvoughout, it both felt and acted helpless even 
in mitigating tlK barbarities of this war as it 
was waged against the women and children of 
besieged Biafra. It just would not do for U 
Thant to plead that the governments of the 
USSR, the United Kingdom or other coun¬ 
tries were supplVifig munitions or other des¬ 
tructive facilities to one or the other of the 
combatants or that the United States had chosen 
to remain largely indifferent. It is in circums¬ 
tances such as these that the United Nations 
is intended to speak and act, at least within its 
organisational limitations,' as the conscience 
of the world. It must be said to the discredit 
of the Sccretan-General and his advisers that 
they have failed the world community in this 
elementary obligation they owe to it. 

I believe that it is not pointless to indulge 
in such recriiPinations against the United 
Nations or its Secretary-General because it 
is just possible that they can be shamed into 
making amends for their lapses and failures 
in the past. For, amends can still be made. 
Althou^ Gen. Gowon, the Head of State, 
tUa said that it would be the policy of the 
Federal Government of Nigeria to go all out 
to provide relief to and teing about the njhabt- 
litation of the starving Ibo and other tribal 
communities of northern Nigeria, the tribal 
passions arousad by the civil war have been 
such that it would be foolish to expect that the 
conauerors would become generous or even 
toloruit ovemigAt Iii the circimistahoes, it 


is the clear duly of the United Nations and its 
Secretary-General to organise the forces of 
world opinion for the task of ensuring that the 
conquered communities are not required to 
endure any post-war misery for a day longer 
than is strictly necesspry. 

U Thant, I am glad to sec, has not been 
altogether inactive in this lespect. hut 1 would 
certainly assert that it is not too much to expect 
of him tliai he ought to imrtart some real 
passion into what must be his first and fore¬ 
most mission which is to see that the United 
Kingdom and the USSR in particular, as well 
as ail the other prominent members of the 
Ifnited Nations, including the United States, 
l^rsuadc the Fetleral Government of Nigeria 
to invite them to organise succour to the 
conquered communities and co-opcrale fully 
with this international effort without any consi¬ 
deration of national prestige or other unworthy 
calculations. 


Our Embassy in Washington is, whether 
Mr Dinesli Singh likes it or not, the 
most important foreign post in the keeping 
or the giving of the Government of India. 
Ordinarily, it should be filled by men 
who have an outstanding record in our 
public life or men who arc of high stature in 
our political life. At about the time India 
became independent there were quite a few 
people of that calibre ivrotmd. This was due 
partly to the ennobling influence which Gandhi- 
ji had on his human environment and partly 
to the libertl traditions which informed so 
many of our public men and business leaders 
of the era of India’s political and economic 
renaissance in the intcr-war period. 

" Today, in the 23rd year of our Independence, 
the number of t>eople who could be readily 
thought of for high public office nt home or 
abroad has become very small indeed. Some 
perhaps mav be inclined to blame the late 
Jawaharlal Nehru for this for so much else 
which is disturbing and dissatisfying in the 
contents or quality of society these days. 
Mr S. K. Patil, indeed, had once spoken of the 
public personality of Jawalwrlal Nehru as a 
banyan tree beneath which no vegetation could 
or would grow. Whalc\cr may be the validity 
of this criticism of Nehru, tlie fact remains 
that the ranks of wise and generous men in our 
public life have been steadily depleted over the 
last 20 years and are not being replenished. 
Even so, it could not have been altogether im¬ 
possible for the Prime MinLsier to have drafted 
a suitable Ambassador for Washington from 
the eminent men who arc still to be found in 
our public life. But, then, Mrs Indira Gandhi’s 
recent record has not been conspicmnis for any 
commitment to the maintenance or promo¬ 
tion of the quality of Indie’s leadership, at 
home or abroad. 

Once a public man or a politician of sufficient 
calibre was not thought of for tfic ambassador¬ 
ship to the United States, the wi.sdom of select¬ 
ing a man of the background and accomplish¬ 
ments of Mr L. K. Jha would become more or 
less obvious. To the extent that a good part of 
our relations with the United States is or 
should be a matter of mutual understanding and 
co-operation in the area of American assista¬ 
nce, whether government or private, in India’s 
development effort, there is little doubt that 


Mr L. K. Jha’s tenure in Washini^on would 
be H sucx'cssful and even memorabTe one, la 
this sense, Mrs Gandhi certainly deserves to 
be complimented on thinking of Idm for the 
assignment in Washington. It is, thereftne. 
all the more regrettable that the appointment 
of Mr Jlxa to the ambassadorship of the United 
States has been made m a context or in cir¬ 
cumstances w hich have given rise to the justi¬ 
fiable impression that the main reason for the 
Prime Minister\s decision is that neither 
she happy with Mr /ha at the Reserve Bank, 
nor is Mr Jlia happy to be at the Reserve Bank 
after Mrs Gandhi’s political decision to scrap 
social control of banking in favour of natton¬ 
al Ksat ion. 


There has been a spate of speculations in the 
press about who is likely to succeed Mr Jha 
at the Reserve Bank. Although the orderly 
management of nationalised banking will be 
one of the very important responsibilities of the 
Reserve Bank, it is obvious that its Governor 
should essentially be one who is competent to 
advise the government on the larger issues of 
monetary and credit policies and even fiscal 
policy. Mr Morarji Desai, when he held the 
Finance portldllo, unnecessarily complicated 
matters by staling publicly that it was the policy 
of the government not to appoint an otficial 
;:s Governor t>f the Reserve Bank in tlte futuit. 
Should tite Prime Minister, who now holds tl>c 
portfolio of Finance, desire to exploit Mr 
Desai's statement for licr own purposes, she 
would, no doubt, be able to make a political 
or senii-politicai appointment. Some of the 
names most frequently bandied about in inspir¬ 
ed reports have certainly not been such as 
to prompt confidence ituhe Prinu; Minister’s 
good faith. 


Some time ago. Mr R, K. Khadilkar chose 
to proclaim that the central government would 
nationalise in due course the ba'tks still func¬ 
tioning in the private sector. Editorial writets 
in many newspaper offices evidently thougtit 
that it would not be a bad thing to remind the 
Minister of State in the Ministry of Finance 
that he owed it to his oflice to observe u certain 
discipline in his public utterances. Hence a 
spate of exhortations to the Minister not to 
exceed his brief. Since Mr Khadilkar is 
nothing if not irrepressible, this has merely 
meant that a certain amount of newsprint ana 
other more or less scarce resources have been 
wasted. Mr Kliadilkar htlis been at it again, 
declaring even more vehemently than before 
that it is the government’s intention to take 
over what remains of the private sector in bank¬ 
ing. Keeping him company, good or bad, is 
Mr Govinda Menon who, evidently, wants to 
hammer out for himself a socialist future w*^ ich 
might redeem his ideologically or otherwise 
sinful past. The Law Minister, it would 
appear, will be able to sleep soundly only when 
general insurance has also been taken over by 
the government. In fairness to these Knights 
of Camclot (the Indira Gandhi vei^ion), I 
must add that they are only trying to live up to 
piecedem. It may be recalled that Mr V. C. 
Shukle, Minister of Stale in the Ministry of 
Home Affairs, was publicly propagating the 
nationalisation of banking at a time when the 
government's official policy was stilt social 
control. 

V. B. 
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Trade Winds 


WIIST GERMAN BUSINESS MISSION 

Addkessinc) newsmen Iiere last week after 
10 days of tniks with the representatives of the 
Ciovcrrfcnvent of India and various industrial 
organisatiom in the country, the leader of the 
West German business mission, Dr Hermann 
Abs, observed that his delegation was carrying 
**pcvsUivc impi-essioas ^ back home about our 
industrial potential and the scojie for Indo- 
Gernnn economic collaboration. He explain¬ 
ed that the visit of this mission was not expected 
to yield immediate results; nor any .specific 
proposal of collaboration wa.s meant to be dis¬ 
cussed during the mission’s .sojourn in the 
country. The visit was primarily meant for 
discussions in order to impart to the two sides 
belter understanding of each other's problems. 

The scope for West German investments in 
India. Dr Abs said, was ‘’pretty high'* because 
of various reasons. The-^c included : (/) the 
huge domestic market; (//) the democratic set¬ 
up in the country; (Hi) the encouraging pace of 
acquisition of skills by labour, technicians and 
managerial personnel; (iv) not too hard restric¬ 
tions on foreign collaborations as is the ease in 
some other developing countries; and (r) the 
growing export-consciousness on tl’*e part of 
tlic industry which implied consciousness about 
quality. Dr Abs, however, stressed that com¬ 
mitments made in an agreement ought to be 
honoured for the period the agreement was to 
be in force. 

Asked whether his mission had expressed any 
misgivings about entering into long-term agree¬ 
ments with Indian industry because of the recent 
political events. Dr Abs replied in the negative. 
In this context, he drew attention to the political 
situation in his own country where “one wing’* 
was under communist rule, and observed that 
there was still no hesitation on the part of US 
investors to conic to West Germany to set up 
new industries. 

Answering another Question, Dr Abs gave 
the impression, however, that he would like us 
to harp less on our socialistic professions. The 
West German government, lie pointed out, 
was also socialist, yet it Irnd accorded a promi¬ 
nent role to free enterprise. West Germany, he 
claimed, liad a very big public sector too. 

Referring to exports of Indian goods to West 
Germany, Dr Abs emphasised that w'hat mat¬ 
tered was that the products o^ht to be competi¬ 
tive, both in quality and prices. This applied 
equally to all products whether they were manu¬ 
factured with German collaboration or other¬ 
wise 

in the discussioas the West Geniian mission 
Jiad with the Fcsdcraiion of Indian Cliambcrs 
of Commerce and Industry, Dr Abs is under¬ 
stood to Jiave welcomed the suggestion of the 
FICCI that an Indian delegation should visit 
West Germany for detailed discussions on colla¬ 
boration offers. 

During a private nnicting with Dr Abs, the 
Prime Ministei', Mrs Indira Gandhi, is under¬ 
stood to have told him that whatever difficulties 
mi^hl arise In fostering Indo-German coJiabo- 
ration« could be sorted out. 

Inquiries show that the various reslric- 
litms on equity participation fc^' foreigners in 
joint ventiues here, import of technologv, rates 
of royalty payments, etc., were appreciated by 
the West German mission. Some misgivings 
were, however, expressed in regard to tlic i>criod 


for royalty payment, especially in cases in which 
research expenditure on the development of 
technology was large. The Government of 
India representatives assured the mission tliat 
such cases could be dealt on merit. 

LUBE INDIA 

Tlie Vice-President, Mr G. S. Pathak, will 
formally switch on stream on February 12 the 
first lubricants base stock producing plant on 
tlic West Coast--that of Lube India Ltd. 
Although this plant is scheduled to turn out 
production at the rate of 50 per cent of its rated 
capacity (164,000 tonnes) in the first year, 75 
per cent in the second year and 100 per cent in 
the third year, full production may be achieved 
well ahead of tlie target date -possibly by the 
end of next year itself. This year, the plant 
is expected to produce 120,000 tonnes of base 
stock. 

Situated on a 60-acre plot in the Trombay 
area adjacent to the Esso refinei^ from where 
it will draw its feedstock—-reducedcrude—thc 
project, when in full production, will meet be¬ 
tween 25 to .10 percent of the country's r^uire- 
ments of lube base stock and will help in sav¬ 
ing annually approximately Rs 6 *3 crores worth 
foreign exchange. 

Lube India is the outcome of an agreement 
signed between the Government of India and 
Esso, practically on the same pattern as the 
Oil India agreement, except that it does not 
provide for any guaranteed dividend to 
the two equal partners in the venture. The 
chairman and the linancial director of the pro¬ 
ject arc to be government nominees; the manag¬ 
ing director is to be an Esso nominee. 

The foreign exchange component of the 
project’s cost lias been financed partly through 
Esso's contribution to share capital (Rs 2*4 
crores in dollars) and partly out of the Rs 5 *6 
crore dollar loan arranged by Esso with the 
Manufacturers Hanover Trust Company. The 
rupee component has been financed to the ex¬ 
tent of Rs 2 '4 crores from the equity share of 
the Government of India and to the tune of 
Rs 6 *4 crores from the USAID under tlie Cooley 
Loans scheme. The two shareholders have 
been advised to advance R$ 60 lakhs each to 
meet further requirements, if any. The autho¬ 
rised capital of the project is Rs 5 *6 crores. 

The products of Lube India will be shared 
equally by the Indian Oil Corporation (IOC) 
and the Esso’s marketing organisation in India. 
They will be blended by these two parties be¬ 
fore being marketed to the consumer. The 
supplies will be elfected to IOC and Esso’s 
marketing company at import parity. 

Most modem in design and equipment, it 
will have on Its roll only 120 persons, of which 
nearly 80 will bo technicians. The men who 
will run l„ube India have been given thorough 
training in all operations of tlie plant. The or¬ 
ganisational structure of the company is based 
on the concept of “polyvalence** which r^re- 
senis a dctiarture from the conventional ideas 
of the manpower organisation. The aim is to 
develop and train toclmicians to handle all jobs 
pertaining to skills such os related to instru¬ 
mentation, welding, electrical m^ines, process 
operations, etc. 

The actual cost incurred on the project is 
claimed to be nearly a crore of rupees less than 
the original estimate. The savings are said to 
have been effected, both in rupee and foreign 


exchange components, through strict cost . 
tfo] measures. 

The entire loan iecured for the venture is 
expected to be liquidated by the end Of the 
seventies. 

BUSINESSMEN’S MEET 

S|)eaking as the chief guest at the Guiarat 
Business men’s Convention, recently, Mr Bharat 
Ram complained of too much concentration 
at the decision-making level in the country;. 
Ho said: “The aim should be to get the maxi¬ 
mum results from all productive agencies^big, 
medium and small—nnd throu^ widening 
opportunities for new entrants. Mr Bharat 
Ram recommended a two-fold programme to 
gel the maximum results from all productive 
agencies. A selective scheme of incentives to 
facilitate the entry of new entrants in business 
and to assist the smaller establishments to grow 
up as viable units should be adopted. Second¬ 
ly, the programme should be to allow the so- 
called bigger units to freely function as it will 
help not only the growth of small industries 
but will also help the economy develop quicker 
into a technologically mature state . Inaugu¬ 
rating the convention. Mr D. C Kothari, 
Vice-president of the Federation of Indian 
Chambers of Commerce and Industry, outlined 
the dynamic role for industrialists, if they 
could provide their experience to the villages 
surrounding their factories and help organise 
them into a new pattern of life, Mr Kothari 
added that the technical staff of industrial esta¬ 
blishments could liclp villagers in organising 
their trade and providing marketing facilities. 
He suggested to develop hybrid seeds and new 
methodology to improve the yields of cash crops 
like cotton, groundnut, linseed, various t>pes 
of oilseeds and tobacco. The state Chief Minis¬ 
ter, Mr Hitcndra Desai, in his presidential 
address urged the organisers of the conven¬ 
tion to produce a master plan of ^velopment 
where the needs of all classes of society could 
be focussed within the framework of integrated 
effort. 


PAPER MILL IN KENYA 

The Kenya government, the International 
Finance Corporation of Washington and Orient 
Paper Mills, are jointly financing the construc¬ 
tion of a pulp and paper mill in Kenya at 
Broderrick Falls, near the Ugandan border. 
Construction of the plant, which will cost £12 *5 
million, is to begin in two months. 


FOREIGN TRADE IN NOVEMBER 

In November 1969, exports (including re¬ 
exports) from this country amounted to Rs 
105 ‘30 crores. Imports during the month were 
around Rs 105 *99 crores, leaving an adverse 
trade balance of Ks 69 lakhs. The cumulative 
figures for the period April-November are : 


1968 1969 


April (April 

to to 

November) November) 

(In crores of rupees) 


Exports (including 
re-exports) 
Imports 

Balance of trade 


913*78 921*79 

1242 99 1008*41 

-329*21 —86*62 


TRADE Wmi NEPAL 

Indo-Nepal trade talks were held recently 
in a friendly and cordial atmosphere and a for¬ 
mula for handling the import of items like syn¬ 
thetic fabrics from Nepal had been evolved 
which was an improvement upon the agree¬ 
ment readied in November 1968. It was the 
understanding that this formula would be eaa** 
mined in Kathmandu and father talks resum* 
ed early in Fdnniaiy. In regard to exports of 
raw jute from Nepal, it has been pouiM out 
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that the gtwrnmciu Iiad been anti would con¬ 
tinue to provide irani>it facilities for the export 
of raw juie of Nepali origin in conforiTuty with 
the Indo-Nepaf Treaty of rrade and 
Mils country would also be prepared to edhs^j- 
dcr any difhcuHics that Nopal may have with the 
cxj?nri of any individual commodity of Nepali 
origin. It has been denied that there was any 
new proposal from the government to levy any 
duty on products made out of the Nepalese raw 
materiaK. It was explained that there was no 
excise duty collected In this country on any 
cxooris from Nepal of products matle from 
Nepalese raw materials if Nepal had levied 
duties in accordance with the agreetnent 
between the two countries. 

INDO-BURMA TRADE 

rhe union Minister for Foreign Trade* Mr 
B. R. Hhagaf, had a meeting rccenilv with Gen. 
Ne Win. Chidrman of the Res t>lulionary Ci>unciI 
of Burma while he was here The expansion 
and diversification of trade between tlic two 
countries was discussed and Gen. Nc Win is 
understood to have expressed satisfaction over 
the increase in trade between the two countries 
in I96S and I96>. He expressed the hope that 
this would be I’urdicr expanded and diversified 
in future. Gen. Ne Win is understood to have 
agreed to a proposal made by Mr fihagat that 
an Indian delegation should visit Rangoon at 
iin early tiatc foi detailed discussions in this 
regard. The suggestion about the State Trad¬ 
ing Corporation opening an otticc in Rangoon 
is also understood to have been favourably 
received by Gen. Ne Win. 

nfPOR'I Oh SOYABEAN Oil. 

Several steps have been taken by the govern¬ 
ment to ease the situation regarding edible oils. 
Arrangements have already been made for im¬ 
porting 6i),000 tonnes of soyabean oil and the 
supplies are expected to start arriving within six 
to eight weeks. In addition, there arc bright 
prospects of procuring from tabroad 1,25,000 
tonnes of this oil during 197().7I, Arrange¬ 
ments have also been made to import from 
Canada 25,000 tonnes of rapesced. In the 
eastern region of India4 the oil from this con¬ 
signment will supplement the available stocks of 
mustard oil, for which it is an acceptable subs- 
tiJiUe. This country will nKo be importing 
24,000 tonnes of tallow within the next few 
weeks and the plan is to get an additional quan- 
iiry of 1,20,000 tonnes of tallow during 1970-71. 
Some amount of liquid and hydrogenated 
groundnut oil is now being utilised by the soap 
industry. When tallow tiecomes available, 
this quantity of edible oil too will be available 
for consumption. 

EXPORTS OF WAGONS 

The State Trading Corporation is increasingly 
exporting railway coaches to developing coun¬ 
tries by successfully competing against advanc¬ 
ed countries in global tenders. Starting with 
two bogies for export to Burma in 1967, the 
Integral Coach Factory is shortly to complete 
an order for l(X) bogies for export to Taiwan, 
estimated to cost about Rs 21 lakhs. This is 
the first time that Indian bogies will be going to 
that country. All the bogies will be shipped in 
one lot to Taiwan. Another export order for 
50 bogies to Thailand is under execution. The 
factory’s annual output is about 650 coaches 
and is planned to be increased to 750. 

VEGETABLE OIL PRICES 

In view of the steep increase in groundnut 
oil prices in tlic last few weeks, an increase of 
25 paisc per kg. in the prices of vanaspati has 
been allowed in all the zones. The revised 
prices, which take effect from January 23, 1970 
have been notified by government under the 
Vegetable Oil Products Control Order, 1947, 
separate prices being fixed for sale by producers, 
wluilesalers and retailers. The maximum re¬ 
tail prices of vanaspati in the different pack- 


si/cs, and when sold loose, exclusive of sales tax 
and other local taxes, will be as under : 


Zone 

16 -5 kg. 

4-0 kg. 

2 0 kg. 

Loose 
per kg. 


(Rs) 

(Rs) 

(Rs) 

(Rs) 

North 

8015 

21 14 

11 03 

4-86 

Sout* 

79 <>0 

21 08 

11 -00 

4*84 

Fast ^ 

80-54 

21 -24 

11 07 

4*88 

West 

80 -61 

21 -25 

11*08 

4*89 


COA FERTILISER PROJECT 

Mr Dayanand B. Bandodkar, Chief Minis¬ 
ter of Goa, performed on January 22 the 
“Bhumi Puja’" of the Rs 56% crorc Goa Fertili¬ 
ser Project at Sancoale, about 23 km.s from 
Panaji. The project, started by the Zuari Agro 
Chemicals Limited with technical and financial 
collaboration of the United States Steel Corpo¬ 
ration, consists of a modern integrated fertiliser 
complex with all the required auxiliary and 
ancillary facilities to produce 220,000 tonnes of 
ammonia, 340.000 tonnes of urea. 160,000 ton¬ 
nes of granulated compound fertiliser per an¬ 
num and 1,500 kw captive power to minimise 
adverse effects of breakdown in electric power. 

PULP PLANT INAUGURATED 

The pulp plant of South India Viscose Ltd, 
Coimbatore, was inaugurated recently, by Mr 
IJjjal Singh, Governor of Tamil Nadu, This 
Rs 12 -40 crorcs plant will produce pulp for 
.staple fibre and rayon production. Tlic 
present capacity of the factory is 60 tonnc.s per 
day with potentialities for expansion to 120 
tonnes per day. When the factory goes into 
production it will save foreign exchange of the 
order of R.s 4 -5 crores every year. The com¬ 
pany had obtained a loan of Rs 2 crores from 
Industrial Development Bank of India and 
raised Rs 3 -5 crorcs from its internal resources. 

DEMAND FOR FERTILIZERS 

State governments have been requested by the 
union Department of Agriculture to take up 
promotion of fertilizer use on a campaign basis 
and draw up detailed plans of action for the pur¬ 
pose. While a three-fold increase in consump¬ 
tion of fertilizers has to be achieved during the 
fourth Plan, the consumption of NPK (nitro¬ 
gen, phosphorus, potassium) in 1968-69 increas¬ 
ed by only 14 per cent over tlic previous year 
and the kharif consumption during 1969-70 
registered an increase of only 12-5 per cent 
over the corresponding kharif consumption in 
1968-69, although dunng 1966-67 and 1967-68 
the total increase in consumption was around 40 
per cent. While it is recognised that the con¬ 
sumption of chemical fertilizers during 1968-69 
and 1969-70 in some of the states such as Tamil 
Nadu and Rajasthan was adversely affected by 
unfavourable weather conditions, the need for 
a promotional campaign has been recognised 
for fulfflling the fourth Plan target. Several lines 
of action have been suggested by the union 
Department of Agriculture. The centrally 
spoasored scheme of national demonstrations 
visualises l^ing on fifteen demonstrations in 
each of the farmers’ Training districts and five 
in each of the other districts. The state govern¬ 
ments have been asked to supplement this effort 
by orj^nising demonstrations on the balanced 
use of fertilizers over wider areas. 

ASSISTANCE TO SMALL SECTOR 

The National Small Industries Corporation 
has so far delivered to small-scale industries 
20,349 machines valued at Rs 35-64 crores 
under the corporation’s hire-purchase scheme. 
During 1968-69 alone, orders w'ere placed for 
2349 machines valued at Rs 3 -73 crores. Out 
of this, 1824 machines valued af Rs 4 -5 crores 
were delivered to small-scale units. The num¬ 
ber of applications received during the year was 
4101, out of which 2928 were received during 
the six intensive campaigns conducted by the 
corporation during the year in the less de\^op^ 


ed areas of the country, namely, Nasik (Maha¬ 
rashtra), Salem (Tamil Nadu), Srtmgar and 
Jammu (JAK), Pondicheny and Gujarat. The 
payment of instalments has been affiK^ted by 
the recent recession in the mechanical eiipneer- 
ing tmiustry. The chairman of the corpora¬ 
tion ha.s requested state ministers of industries 
and directors of industries to help effectively 
in the recovery of instalments. The recovery of 
instalments would improve this year. $incc the 
beginning of the year 1969, the corporation 
is paying greater attention to streamlining the 
internal working of the hire-purchase scheme. 

VUAYANTA TANK 

The Defence Minister Mr Swaran 
Singh, staled recently that this country had 
achieved a major breakthrough in the field of 
military equipment by the manufacture of the 
Vijayania tanks at the Heavy Vehicles Factory 
at Avadi. The Minister, who was speaking 
at the Consultative Committee of Parliament 
for the Ministry of Defence, stated that the 
government entered into an agreement with 
Messrs, Vickers Armstrong (Engineers) Ltd, 
of the UK in 1961 for technical collaboration 
in the design and development of a medium tank 
and for setting up a factory for its manufacture 
in the country. Subsequently, agreements were 
also concluded for the production of the engine, 
the gun and the gun-control equipment. The 
Vijayanta tanks now being produced at Avadi, 
the Minister said, were entirely a new equip¬ 
ment specially designed and developed to meet 
the requirements of the Indian Army. About 
40,000 individual parts went into the manu¬ 
facture of this tank, out of which nearly 50 
per cent were being manufactured in the factory 
Itself. In order to reduce the country's depen¬ 
dence on imported supplies, an all-out effort 
was being made to indigenise the Vijayanta 
components as early as possible. In the pro¬ 
cess of indigenisation the major contribution 
was from the ordnance factories. The ulti¬ 
mate aim in the manufacture of tanks, he added, 
was to achieve an indigenou.s content of 85 per 
cent. The other 15 per cent, wfiich constitu¬ 
ted specialised items, were not economically 
viable for indigenous production in view of 
the smallness of the quantities required. In 
such cases action was being taken to stock¬ 
pile these items so that they did not become a 
bottleneck at any stage. 

COLLABORATION WITH U.K. 

The first meeting of the Indo-British Tech¬ 
nological Collaboration Group is to be held 
here during the second week of February. The 
group will consist of three representatives each 
from government and fipm indastry in both the 
countries. The first meeting will also be 
attended by the union Minister for Industrial 
Development, Internal Travle and Company 
Affairs, and Mrs Judith Hart, Minister for 
Overseas Development, acting on behalf of 
Mr Wedgwood Bienn, Minister of Technology. 
The group will identify and review, from time 
to time, fields of manufacture where technolo¬ 
gical collaboration between Britain and India 
can be further developed. The committee will 
facilitate the direct negotiations between parties 
from both sides, particularly at the initial stag¬ 
es when broad areas of technical collaboration 
have to be identified together with the scope 
and nature of such collaboration. The group 
will also explore the possibilities of joint ven¬ 
tures relating to third countries, ioim manufac¬ 
turing programmes between industrial groups 
and companies in both countries. It will exa¬ 
mine the scope of extending technolo^cal colla¬ 
boration between industrial groups m the UK 
and public sector undertakings in India. The 
possibilities of close collaboration in industrial 
research and development w'ill also be consider¬ 
ed by the group. It will also periodically 
review tlic manner in which industrial and 
technological collaboration between the: two 
countries can be made more fhiitfiil to the 
mutual advantage of both sides. 
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A new emblem-A new era 

Sixty years ago ITC pioneered the tobacco industry in India. The history I 
'of ITC is the history of the tobacco industry. 

It is the history of pioneering - the cultivation of Virginia leaf tobacco' 
:and its promotion as a major export item, the manufacture of quality I 
(products, the penetration of rural markets, the development of ancillary.) 
industries, the pursuit of self-reliance and the achievement of self-sufficiency.' 

ITC Carries forward the best from the past as it reaches out to the! 
future. 

The new emblem signifies this leadership-the determination to give 
the consumer value for money, the technology for quality products, the 
innovation of research and development, the drive and modernity of a 
company that sets ever higher standards of excellence for itself. 


The Imperial Tobacco .Company of India Limited * 

Pioneers Yesterday—Leaders Today i910—1970 
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USE CHEQUES IN YOUR SAVINGS ACCOUNT 


YOUR POST OFFirt 
nf ft Is a Head^ or Sub Pdfl 
Office) offers up - to • dat« 
CHEQUE facilities in Its 
Savings Bank Accounts. 


• Minimum balance necessary In • 
Cheque Account —Rs. 100 only* 

• No restrictions on numbot of cheques. 
> • No collection charges on local cheques. 

• Deposits by cheques allowed. 
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G>inpany Affairs 


BIRtA COTTON 

The BiRtA Cotton Spinning & Weaving 
Mills Ltd signed recently an aggreetnent for 
the establishment of a new company* India- 
Malaysifi Textiles Berhad. which will be the 
first nugor Malaysian-lndian joint venture to 
be set up in Malaysia. This 18 million dollars 
pro^ is to set up an integrated textile mill 
which will produce suiting* shirtins and dress 
material made out of a variety of fibre blends. 
Agreements on the project were signed at the 
Malaysian Industrial Development Finance 
MIDF, Berhad building inJalan Ampang* Kua¬ 
la Lumpur, between representatives of MIDF, 
Birla Cotton Spinning & Weaving Mills Ltd, 
the Private Investment Company for Asia, and 
a consortium of Malaysian banks. A fifth part¬ 
ner not. represented at the signing is the Interna- 
national Finance Corporation. India-Malaysh 
Textiles Berhad which has been incorporated 
in Malaysia will build and operate the mill 
at Mak Mandin Industrial Estate in Province 
Wellesley. The company has been granted 
pioneer status in principle by the government. 

Under the agreements, Birla Cotton will 
provide a major portion of the company’s 
equity and will be responsible for management. 
Its equity investment will be applied against 
the purchase of textile machinery manufactured 
in this country. MIDF’s investment will 
amount to $3 ‘25 million in the form of a long¬ 
term loan. MJDF will also underwrite a pub¬ 
lic share issue of 3 -5 million one-dollar shares 
with the Private Investment Company for Asia, 
a mutli-nation investment corporation formed 
in March 1969 to promote and invest in private 
enterprises in Asia. Fifty-one iw cent of the 
company’s equity will be offered to Malaysian 
investors, ana of this 10 per cent will be subs¬ 
cribed by MARA on behalf of Malay investors. 
The International Finance Corporation will 
invest $4 *59 million, consisting of a long-term 
loan of $3'825 million and a share subscription 
of $765,000. A further $2 *5 million will be sup¬ 
plied by a bank consortium made up of the 
First National City Bank, Bank Bumiputra, 
Malayan Banking and the United Malayan 
Banking Corporation. Including its invest¬ 
ment in India-Malaysia Textiles Berhad, 
MIDF has so far invested nearly $16 million in 
18 Malaysian textile enterprises with total 
fixed assets amounting to more than $51 million. 

Construction work on the mill is scheduled 
to start in a few months’ time and commercial 

? reduction is expected to commence in early 
972. When fully operational, the mill will 
have a capacity to produce 7 -3 million square 
yards of material a year which will largely re¬ 
place imports. Its production will result in 
foreign exchange savings to Malaysia of up to 
$8 million annually. The plant’s equipment 
will be designed to allow substantial flexibility 
for changing to other production lines as 
favoured by consumer demand. 

A, C. C. 

Mr R A. Palkfaivata, Chairman, the Asso¬ 
ciated Cement Companies Ltd, pointed out in a 
statement issued on tht occasion of the annual 
general meeting of the company held recently 
that, the decision to decontrol cement after 
two decades of control was a well-considered 
economic decision in consonance with the 
fecommendarlons of the Flanning Commission 
and the broad jioBcios of the govemnwnt to 
lelsx controls whimver feasible. Under the 
conditions of control, he added, ptodUMrs 
had no* desire to expand and new cement fac¬ 


tories are unlikely to come up in deficit areas. 
He stated that it was incredible that the govem- 
rneni should have reversed its own firm deci¬ 
sion at a time when there were surpluses of 
cement production. He made it clear that the 
cement companies did not want to make in- 
cmased profits after decontrol and in fact lud 
given the government an assurance that the 
selling price of cement would be so determined 
as to leave the comprnies with the same ex- 
works realisation of Rs 100 per tonne, as they 
have been receiving since April 1969 


Mr Palkhivala stressed the fact that the 
Associated Cement Companies Ltd has, from 
its very inception, realised its obligations to 
the cornmimity and has kept in view its social 
responsibilities. The emphasis in production 
has always been on quality and it has always 
made available its products at fair prices. 
The company has also been operating welfaie 
schemes for the villages around its works and 
has maintained demonstration farms where the 
benefits of scientific farming and improvements 
to cattle sheds have been on display. Expert 
advice on farming has also been provided. The 
chairman pointed out that on April 2 this year, 
the managing agents of this company will cease 
to operate and he expressed (he gratitude of the 
shareholders to the managing agents, who have 
helped the company to grow from its capacity 
of one million tonnes in 1936 to 6-9 million 
tonnes in 1970. During this period the gross 
block has increased from Rs 6 crores to Rs 97 
crores. 

The expaasion programme of tlie company 
in respect of its first phase has been completed, 
except for the grinding, blending and packing 
plant at Chaibasa for slag cement and the 
Chanda project. Installations at Chaiba.sa are 
expected to be completed by March 1970, while 
the first unit of tlie Chanda project is expected 
to be commissioned shortly. Its second unit 
is also expected to go on stream by July this 
year. In this manner the annua! manufactur¬ 
ing capacity of the company will be nearly 7 
million tonnes. 

The chairman pointed out that the finan¬ 
cial results of the company for the year 
ended July 31, 1969, have not been very 
encouraging because of increasing cost of pro¬ 
duction and increased provision for deprecia¬ 
tion due to new capacity going into produc¬ 
tion. 

The profitability has been reduced also by 
tile increased interest charges on borrowings 
necessary for expansion. Another factor is 
the inadequate increase in retention price which 
was belamly sanctioned. The chairman add¬ 
ed that with the reduced profitability the com¬ 
pany has been planning diversification into new 
neids. A detailed investigation has been carri¬ 
ed out on the granulation of fertiliser mixtures 
for which a study team was specially deputed 
to obtain first hand information from abroad. 
It has been decided to set up two granulation 
plants each of 50,000 tons capacity at Sevalia 
jn Gujarat and Kistna in Andhra Pradesh near 
the cement works of the company. The com¬ 
pany has already maintained facilities for mar¬ 
keting and it will find it convenient to market 
fertiliser, The Central Researcli Station of the 
company at Thana has made valuable contri¬ 
bution by way of research add technical assis¬ 
tance in cement, concrete and refractory tech- 
noloty and in machinery manufacture. The 
chairman hoped that the reseat ataiion 


would participate further in the development of 
technologies. 

SUDARSAN TRADING 

Mr S. Chirnakaruppa Thevar, chairman, 
Sudarsan Trading Company Ltd^ stated at 
the annual ^eral meeting neW recently that 
the chit fund business of the company improv¬ 
ed considerably during the year ended July 31, 
1969. The overall incrctise of business during 
the year by 22 per cent and turnover of Rs 
17 *95 crores was an all-time record. The chit 
fund unit of the company has opened 11 more 
offices during the year making ^ total of 65. 
The chairman added th^st there was need 
for an all-lndla legislation' to regulate the chit 
fund business to discourage the .speculative 
activity by some promoters so that the image 
of the chit funds is not damaged. Some of the 
state govemmcn(.s have enacted legislation on 
the subject but implementation has not been 
very satisfactory. 

The chairman indicated that the Ferokc Tile 
Works had to be dosed becaase tlie unit could 
not bo made profitable. TJic working of this 
unit resulted in severe loss to the cH^mpany. 
On the other hard, the company proposes to 
expand its activities in other fields such as 
shipping, hoteliering, manufacture of plywoed 
and other similar profitable ventures. When 
such diversification is carried through the 
company is likely to show improved results. 
To meet the capital requirements of various 
ventures proposed and to strengthen the capital 
structup. of the company, tic chairman said 
that further issue of shares would be propost*d. 

K.C.P. 

Tlie directors of K.C.P. Lid have pointed 
out that the company made a net profit of Rs 
93 *46 lakhs during the year ended June 30, 
1969, i ftcr providing Rs 85 *50 lakhs for depre¬ 
ciation and bonus to staff, A sum of Rs 30 
lakhs ha.s been provided for taxation. The 
directors have proposed to iransfcr Rs 2*50 
lakhs to capital redemption reserve, Rs 14 lakhs 
to development rebate reserve, R$ 5 *42 lakhs 
to expansion reserve (cement) and Rs 1*28 
crores (o general reserve. The directors have 
propo.sed the payment of dividends on equity 
shans at the rale of 10 per cent which wifi 
al»orb Rs 13 *73 lakhs. Sales of the company 
during the year were around Rs 13 *65 crore.s as 
against Rs 12*79 crores a year before. '^The 
company obtrined an export order for a cement 
mill shell to Ceylon worth Rs I *12 lakhs, which 
was executed by the company. Its sugar 
factory at Vuyyuru produced 46,578 tonnes of 
sugar with a recovery of 8 *97 per cent as 
against 36,167 tonnes at a recovery of 9 *3 per 
cent in the previous year. There was £ fall 
in the turnover in the confectionery products 
of the company. There is no improvement in 
the company’s distillery for want of allotment 
of alcohol by the government. The cement 
factory produced 174,000 tonne.s as against 
163,0()0 (ortnes a year before. The central 
workshop of the company cbmplclcd the erec¬ 
tion of tne cement plants for the Madras State 
Industrial Development Corporation Ltd, Ce¬ 
ment Corporatio*’ of India Ltd and the Andhra 
Cement Company Ltd. The manufacture and 
delivery of equipment for Assam Cements 
Ltd had also commenced. The company has 
also secured a turnkey contract worth Rs 3 24 
crores for Bokaro Steel for building the lime 
and dolomite shop. It has also secured an 
order from Bharat Aluminium at Korba for 
the supply of crushing and grinding plant for 
alumina. The company proposes to promote 
a new company mainly to provide technical 
and consultancy services, to undertake prin¬ 
ting jobs and to manufacture electronic equip¬ 
ment, 

STATE BANK OF INDIA 

The directors of the State Bank of India have 
proposed t final equity dividend Of Rs 13 per 
share for 1969. Together with the interim 
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dividend of Rs 10 prr 5(hdre already paid, the 
total dividend ts R« 23 per ahare, the a^me as 
in the previous year» and it wilt ateotb Rs 
129 <38 taJehs, The bank has eamea aJtigher 
net profit of Rs 550 *01 lakhs during 1969 com¬ 
pany with Rs 505 16 lakhs in 1968. before pro¬ 
viding for bonus to staflT. After providing Rs 
270 lakhs for bonus to staff, the profit works out 
at Rs 280 *01 lakhs. The directors have trans- 
fern^d Rs 111 lakhs to reserve fund. Rs 9*73 
lakhs to pension fund and Rs 25 lakhs to staff 
welfare fluid. Last year, a sum of Rs 8 lakhs 
had been transferred to staff co-operative hous¬ 
ing fund. The amount carried forward is Rs 
15 *91 lakhs against Rs 11 *01 lakhs brought in. 

An Tfitcrnat tonal Division of the Stale Bank 
of India has been set up to offer a comprehen¬ 
sive service of planning and development of 
foreign exchange business in step with the rapid 
growth and diversification of lndia*s foreign 
trade. The division will be in ovcrail control 
of international banking services and will ope¬ 
rate through the State Bank $ vast network of 
brandies in this country and offices and corres¬ 
pondents abroad. It is equipped to appraise 
trade and business climates of different coun¬ 
tries and secure qualified guidance on joint ven¬ 
tures in India and other countries, obtain credit 
information on foreign merchants, and provide 
technical guidance to Indian traders on docu¬ 
mentation. regulations and finance. 

STATE BANK OF MYSORE 

The working of the Stale Bank of Mysore 
for the year ended December 3), 1969, has 
registered an all round progress. The deposits 
and other accounts of tnc bank were Rs 50 *66 
crorcs at the end of ihc year as against Rs 44 *63 
crores on December, 1968. The advances were 
higher by Rs 8 '01 crores and stood at Rs 40 *40 
crores as against Rs 3? *.^9 crores at liic end 
of Dcc-embcr 31, 1968. The working for the 
year has resulted in a net profit of Rs 24 *30 
lakhs, subject to audit, as against Rs 23 *39 
lakhs for the year 1968, which together with 
the sum of Rs 10,000 ci>rned forward from the 
last year, aiiiounls to Rs 24 *40 lakhs available 
for appropriation. The board of directors, at 
their meeting held on January 17. 1970, have 
resolved to distribute dividend al 10 per cent. 
Provision for reserve fund is Rs 4 *90 lakhs, 
for bonus to staff Rs 9 *20 lakhs, and staff 
welfare fund Rs 25,000, 

KIRLOSKAR CUMMINS 

Kirloskar Cummins Ltd lias reported during 
tlie year ended September 30, 1969. gross sales 
of Rs 5*02 crorcs as against Rs 3*46 crores 
during the previous year. TJic gross profii 
lias increased from Rs 53 *34 lakhs to Rs 102 *60 
lakhs. Of the gross profit a sum of Rs 21 *50 
lakhs has been provided for depreciation. 
Rs 4 *25 lakhs for development rebate reserve 
and Rs 28 lakhs for taxation. The net profit 
thus works out higher at Rs 48*85 lakhs. 
After writing back Rs 80,000 being excess 
provisions for earlier years and after writing 
off Rs 1 *05 lakhs on account of miscellaneous 
expenses, the disposable profit works out to 
Rs 48 '60 lakhs, ivnicb tiie directors have ded- 
ded to transfer to general reserve. Last year, 
a sum of Rs 5 *62 lakhs had been provided for 
adjustment of deprecirtion for earlier years, 
Rs 11,778 transferred to reserve for doubtful 
account and a debit balance of previous years 
of Rs 27 *65 lakhs set off. The balance avail¬ 
able fcMT disposal was Rs 14 *2 lakhs, which 
had been transferred to general reserve. Last 
year, the directors had declared a maiden 
equity dividend of 4 per cent. This year they 
liave not so far taken any decision on dividend 
payment. 

PAPER PRODUCTS 

The directors of the Paper Products Ltd 
have proposed to issue bonus idirres in the ratio 
of one snare for every five shares held. They 


have, however, skipped the Multy dividend for 
the year ended July 31, 1969. The company 
had paid an equity dividend of 12 per cent for 
the previous year. 

The company has reported a decline in its 
gross profit to Rs 15 *20 lakhs for the year end¬ 
ed July 31. 1969. from Rs 28 50 liOdb in the 
picv^us year. After providing R$ 12 *72 
lakhrfor depreciation and making no provision 
for taxation, the profit amounts to Rs 2*48 
lakhs. Development reserve gets Rs 1 *26 
lakhs and general reserve Rs 13*47 lakhs 
following the chanfieover to the straightHne 
method of depreciation on the packaging divi¬ 
sion assets. Sales of the packaging division 
have declined to Rs 258 lakhs from Rs 267 
lakhs and its gross profit to Rs 7 *77 lakhs from 
Rs 18 ‘70 lakhs, Madras and Faridabad plants 
have shown an encouraging increase in sales 
of 68 per cent and 33 per cent respectively 
but sales of the Thana plant have fallen by 16 
per cent owing to labour unrest for more than 
five months during the year. The profitability 
of the division has been affected by the sharp 
decline in ckmand for packaging from the con¬ 
fectionery industry and delay in the issue of 
import licences for essential raw materials. 

SHAH CONSTRUCTION 

Shah Construction Co Ltd has proposed to 
issue bonus shares in the ratio of one new share 
for every seven shares h<ld by capitalising Rs 
8 *75 lakhs from general reserve. They hdve 
also proposed an equity dividend of 6 tier cent 
for the year ended June 30, 1969. The com¬ 
pany passed over the equity dividend for 1967- 
68. and paid an equity dividend of 12 per cent 
for 1966-67. During the year, the turnover 
has amounted to Rs 5*09 crorcs compared 
with Rs 5 *16 crores in the previous year. 
Though th^re has been an increase in profitabi¬ 
lity in the company''s working, it was neutralis¬ 
ed to a large extent by the absorption of the 
losses to the tune of Rs 19 *56 lakhs from a 
partnership of Messrs. Gammon Shah in which 
the company is a partner. The company’s 
working during the year has resulted in a lowfr 
gross profit of Rs 26 *78 lakhs compared with 
Rs s31 *67 lakhs in the previous year. After pro¬ 
viding Rs 15 '92 lakhs for depreciation and 
Rs 2 *60 lakhs for development rebate reserve, 
the net profit works out at Rs 8 *26 lakhs. No 
provision has been made for taxation. After 
bringing in Rs 57.604, the amount available for 
disposal is Rs 8 *83 lakhs. The directors have 
transferred Rs 9*59 lakhs to general reserve. 
Preference dividet'd will absorb Rs 1 *90 lakhs 
and equity dividend Rs 3 67 lakhs. Dividends 
will be paid from general reserve. 

ENGINE VALVES 


m the current mr over the lame period last 
year and further inprovement ts exMctodi, 
particularly in the nte of production at Othcicit^ 
wad. The managing dit^r Of the company 
stated that de^ite increased tumom am the 
major cimital emndituie for die new fhctoiy 
at Chmchwad* the company still has cOnstdor- 
able scope for expansion without recourse to 
raising mrther omitel. The Chinchwad fac¬ 
tory has gone on stream in May. 1969 and by 
the end of August, 1969 was already producing 
at the rate of 60 per cent of its licensed capa¬ 
city. In the current year, production has mr* 
ther improved and expect^ to reach its licens¬ 
ed capacity before the end of this year. Despite 
reduc^ international prices tip compemy 
has been able to sell 18 *9 per cent of its auto¬ 
mobile battery production overseas. While 
it continues to receive repeat orders from the 
USSR, which is its largest single export custom¬ 
er, it has been able to export more to the 
general currency areas. The company has been 
exploring ways and means of diversifying info 
safe or manufacture of allied products. 
It has entered Into an arrangement with another 
manufacturer for the sale of Exide bianded dry 
batteries and torches. This is expected to 
broaden its ransp of products and enable it to 
strengthen its distribution system. The com- 
any has applied for further expan.sion of both 
ard rubber container and battery manufacture. 

MADRAS RUBBFil 

During the year ended September 30, 1969, 
Madras Rubber Factory Ltd revealed a higher 
pre-tax profit of Rs. 94 *25 lakhs against 
Rs 80 *82 lakhs for the previous year in line 
with about 20 per cent increase in sales to 
Rs 20 *33 crores from Rs 16 *84 crores. Alloca¬ 
tion for depreciation was Rs 33 *65 lakhs and 
for development rebate reserve Rs 20 lakhs. 
With a balance of Rs 2 *70 lakhs, the disposable 
surplus for the year amounts to Rs 96 -95 lakhs 
out of which taxation claims Rs 45 *50 lakbs 
and general reserve Rs 54 *45 lakhs. The pro¬ 
posed 12 per cent equity dividend will account 
for Rs 22 *49 lakhs. The company has been 
granted permission to expand its capacity for 
automobile tyres from Rs 360,000 units to 
610.000 units. The expansion would cost 
about Rs 5 *5 crore.s. It will be financed from 
internal resources and loans. The company 
has already received import licences worth 
Rs 1 *95 crores for the purpose. Meanwhile 
its pilot plant for the manufacture of cycle tyres 
and tubes has commenced its trial production 
and commercial production would begin hy 
the end of the current year. The company’s 
exports rose from Rs 38 *71 lakhs to Rs 55 *08 
lakhs. 


There is an offer for the sale of 140.000 
equity shares of Rs 10 each of Engine Valves 
Ltd, at a premium of Rs 4 per share. One 
thousand preference shares of the company 
are also to be sold at Rs 100 jicr share. The 
list for applying to this share offer opened on 
January 23. The working results of Engine 
Valves in the last five years have been quite 
good. Tile company ’ s turnover, which amount¬ 
ed to Rs 58 *79 laklis in 1964-65 has expanded 
to Rs 1 ‘09 crorcs during 1968-69, The pre-tax 
profit hr.s nearly doubM to Rs 54 *85 lakhs du¬ 
ring this period. The company paid a dividend 
of 15 per cent for 1968-69. It has already decla¬ 
red an interim bonus of 7 *5 per centfor 1969-70. 
rhe shares now offered for sale will be eligible 
for the final dividend for the year ending March 
31, 1970. As against an issued capital of Rs 
58 '77 lakhs, the reserves and surplus at the 
end of March 31, 1969, amounted to Rs 28 *28 
lakhs. The shares have been offered for sale 
in order to list the in tife Madras Stock 
Exchange. 

ASSOaAtED BATTERY 

Associated Battery Makes (Eastern) Ltd is 
likely to show improved production and sales 


UNIT SALES 

The Unit Trust of India sold units worth 
Rs 2*30 crores during October-December, 
1969, the second quarter of its current financial 
year, compared with Rs 2 '72 crores in the same 
period of the previous year. Repurchases of 
units during the period amounted to Rs 48 *50 
lakhs. During the quarter 5,700 new ap|fii- 
cations were received by the trust. The total 
sales of units in the first half of the current 
year (July to December, 1969) aggregated R$ 
IS *71 crores compared with Rs 13 *77 citom 
in the corresponding period of 1968, Re¬ 
purchases during the period totalled Rs 1 , 

crores. Thus the total net sales of units were 
higher at Rs 17 *62 crores. Of the total sales 
in the first half of the curront year, a sum of 
Rs 33 *26 lakhs was invested by non-residents 
under 300 applications against Rs 11 hikhs 
under 151 applications In the same period last 
year. The total number of accounts re * ^ ' 

with the trust by the end of 1969 was 
and . the aggreg^ unit ci^ital exceeded lU 
74 *27 crofes. At the end of 1968. tho .^Jlotal 
number of account holders was 255,000siiva '4he 
aggregate unit capital amounted to Rs 53*^6 
crores.' , 
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COMPANY MEETING 

THE ASSOCIATED CEMENT COMPANIES LIMITED 


Extracts from the Statement of the Chairman, 

MR. N. A. PALKHIVALA 

The following is a summary of the statement issued to sbarehdders by Mr. N. A. 
Palkhivala, Chairman, The Associated Cement Companies Limited, on the Company’s 
working for the year ended 31st July 1969. The Annual General Meeting of the Company 
was held on Friday, January 23, 1970 at 3.30 P. M. at the Birla Matushri Sahhagar, 
19 Marine Lines, Bombay 20. 


This Annua! General Meeting of your 
Company- the Thirtythird - is held 
at a time which may he regarded as of 
unusual significance for more reasons 
than, one. This is the last year of the 
stewardship of your Company by the 
Managing Agents: and possibly the 
first year of grave ixilitical instability 
and graver economic uncertainty. In¬ 
dia is travelling under formidable omens 
into a new era which regards rationality, 
independent thinking, and a sense of 
values as things of no moment. 

2. History is replete with ironies. 
But it may be doubted whether the 
story of man affords a more tragic irony 
than the happenings in the Mahatma's 
motherland in the Centenary Year of 
his birth — the total disregard for his 
creed in economics and politics and 
the great schism within the Indian Na¬ 
tional Congress. Other countries have 
rejected their Prophets: but only the 
daedal Indian mind can revere the 
Mahatma and reject his teachings. 

Socialifim 

3. Our Constitution aimed at making 
India the land of opportunity; our politi¬ 
cians have converted it into a land of 
opportunism. They have made social¬ 
ism the opiate of the people. “Social¬ 
ism'* has become a word comprehen¬ 
sive enough to cover the entire spectrum 
ofcconoiTiic folly - a plethora of harm¬ 
ful State conlrvds, periodic bouts of 
nationalisation, and the pursuit of 
policies which ensure unemployment 
and economic retrogression. 

4. Every thinking man in India today 
accepts w'ithout icscrvation the true 
socialistic objectives of economic dc- 
vcIopm''iit, True socialism means the 
investment of human and maleiial re¬ 
sources in an imaginatively planned 
manner which can contribute to the 
vitality and progress of the nation, 
keepit in the mainstream of self-geAcral- 
ing growth and devdlopment, raise the 
standard of living of the masses, and 
bring forth the maximum gifts of each 


for the fullest enjoyment of all. The 
translation of such socialism into action 
demands intellect and knowledge, 
character and dedication, of the highest 
order. 

5. But there is the other type of 
socialism which is socialism on the 
cheap, which feeds on slogans and pro¬ 
mises, and thrives on the gullibility of 
the people. Will Durant, after a life¬ 
long study of various civilizations, 
summed up the lesson of history which 
has great significance for India: “Demo¬ 
cracy is the most difficult of all forms 
of government, since it requires the 
widest spread of intelligence, and we 
forgot to make ourselves intelligent 
when wc made ourselves sovereign.. 
A cynic remarked that mustn't 
enthrone ignorance just because there 
is so much of it’ .. It may be true, as 
Lincoln supposed, that ‘you can’t fool 
all the people all the time’, but you can 
fool enough of them to rule a large 
country." 

6. If the wrong brand of socialism 
becomes the national policy, we may 
continue to dream of a higher standard 
of living but will never manage to un¬ 
derwrite our dream in terms of out¬ 
put. No amount of slogan-moiigering 
or munificent promises can get over 
the basic law of economics — you 
cannot divide more than you produce. 

Unemployment 

7. The spectre of unemployment will 
brood over the 1970's and the magni¬ 
tude of the problem may be such as to 
shake the very foundations of demo¬ 
cracy. The number of persons em¬ 
ployed in the organised non-agricul- 
tural trade and industry (including 
public and private sectors) is 16 mtllior 
and the annual average growth rate is 
4.9 per cent. As against this, the figure 
of urban unemployments estimated at 
7 million, oK 1 million are educa¬ 
ted job-scelmrs. T^d lakh hew gradu¬ 
ates represent the annual outturn of 
our universities. In the niral areas the 


unemployed number about 8 iniilion. 
It is estimated that at the end of the 
Fourth Plan there will be as many as 
28 million desperate job-scckers who 
will ]\>ughly account for 8 per cent of 
the working population. Any economic 
policy which on ideological grounds 
prevents the full development of job 
potential coustdutes a crime against 
the nation. 

8. The figures of per capita income 
over the last 10 years are truly revealing. 
In 1%0-61 the per capita mcome was 
306,7, in l963-64il was 367, in 1964-65 
it was 420.2, and in 1968-69 it was 
545.6. This increase is misleading, be- 
cause it mainly represents the erosion 
in the value of the rupee. At constant 
prices the figures of per capita income 
are the following: 

1960-61 306.7 

1963- 64 319.2 

1964- 65 333.6 

1968-69 319.3 

Thus at constant prices, the per capita 
income in 1968-69 was no higher ^an 
it was in 1963-64; it was only 4% 
higher than in 1960-61, and was actually 
lower than in 1964-65. With our bur¬ 
geoning population, even if wc attain 
a steady growth rate of 6% year kfter 
year, it would merely permit our per 
capita income to double in 20 years. 

Size and Monopoly 

9. It would be diflicult to name an¬ 

other democracy where there is such 
confusion in pvernmental thinkbtg 
between mere size and monopoly, and 
such inane obsession with conoeriitta- 
tion of economic power. In mlity» 
a single bureaucrat wields more econo¬ 
mic i^wer than the largest industi^al 
group in the country. f 

10. the distinction between big Inisi- 
ness $ind small business has losi tall 
relevance in the context of the pldb- 

scarcities^ the most Scarce commodity 
is character and integrity-^ and the size 
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of .A.1>asiiMM house has nothing to do 
with it. Tfao line should really drawn 
heiweeu socially resf^nsible business 
and socially irresponsible business. 

11. 'i^re is no reward and no official 
recognition for those businessmen who 
are fully nundful of their social res* 
ponsibilities and whose activities are 
conducive to greater public good than 
the public sector itself. Neither our laws 
nor our administrative policies make 
the vital distinction between business 
houses which are ethjcal and those which 
are not. The position of honest busi¬ 
ness houses will become even worse 
and their capacity for doing good to 
the country will be further reduced 
when the Monopolies and Restrictive 
Trade Practices Act, 1969, comes into 
force, and if and when the Licensing 
Inquiry Committee's Report (generally 
known as the Dutt Committee Re¬ 
port) is implemented. 

12. Our Republic, born in 1950, 
will cease to be a teenager this year. 
The time has come to shed half-baked 
theories and out-dated doctrines, and 
do some adult thinking. The concerted 
and co-ordinated efforts of all classes 
of society, and a meeting of minds bet¬ 
ween the Government and the business 
community, will be necessary to make 
the 1970’s the DECADE OF MATU- 
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RITY jn economic affairs. The old 
ideologies of Capitalism and Socialism, 
the ancient conflict between capital 
and labour, the rich and the poor, the 
unthinking dichotomy between public 
sector and private sector, big business 
and small business — have now been 
drained of all signifleanoe. The crying 
need ofthe hour is co-operation and co¬ 
ordination. 

13. I shall come now to matters 
which are directly and specially appo¬ 
site to your company. 

Cement Decontrol 

14. Let me first deal with the ques¬ 
tion of decontrol of cement. To cont¬ 
rol or not to control — that is the ques¬ 
tion. It is the mark of a fine philoso¬ 
phical mind not to come to a final de¬ 
cision on the nature of ultimate reality. 
But in mundane affairs and public 
administration, delay and indecision is 
hardly a virtue. 

15. After two decades of control 
which had not corrected regional im¬ 
balances or reduced prices, and after 
detailed and prolonged examination of 
all aspects of the matter, the decision 
to decontrol cement from 1-1-1970 
was announced in Parliament by the 
Minister for Industrial Development on 
14th April last year. It was reiterated 
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by him several times in various forums. 
It was a well considered, economic de¬ 
cision in consonance with the re¬ 
commendations of the Planning Com¬ 
mission and the broad policies of the 
Government to relax controls where- 
ever feasible. Neverthdess. purely as a 
result of political pulls and prassures, 
the decision has now been reversed and 
the control on cement is to continue 
for an indefinite period. The bene¬ 
ficiary will not be the consumer but a 
group of producers who arc accustomed 
to, and who prosper under, the umbrella 
of controls and who are afraid to 
breathe the free air of competition. 
They have successfully lobbied to pre¬ 
serve their privileged position and the 
interests of the nation at large have 
been — not for the finst time — sacri¬ 
ficed. The continuation of cement 
control is a striking example of how 
controls and freight-pooUng arrange¬ 
ments can create entrenched Interests 
which forget how to live without props. 
It is also illustrative of how the Govern¬ 
ment injects politics into economics 
and can be pressurised into abandoning 
sound decisions and adopting policies 
which it knows to be wrong. 

16. What will be the effects of the 
Government’s policy of dithering and 
evading a decision on cement? Pro¬ 
ducers naturally have no desire to «- 
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pAjid under existing conditions ot rest¬ 
raint and control. New cement factor¬ 
ies are unlikely to come up in the deficit 
areas, e.g.. the North and the NOtth- 
East. Tlie normal forcc.s of the market 
will not opiratc to create competition, 
and buyers will have to bear the burden 
of the freight cqurtlisation pool, it is 
incredible that when there is a surplus 
of cement production, the Government 
should have reversed its own firm deci¬ 
sion, only u week before decontrol was 
to commence. 

17. T should like to make it clear 
that it is not as if your Company ex¬ 
pected to make higher profits upon de¬ 
control. In fact, we gave the Govern¬ 
ment an assurance that the selling price 
of cement would be so determined as 
to leave us with the same ex-Works 
realisation of R$ 100 per tonne, as we 
have been getting since April 1969. 

Social Obligations of ACC 

18. To-day ‘profit’, like ‘property’, 
has become a dirty word. (-Liberty is not 
yet a dirty word, but it may one day 
becoina so). Most men work for profit, 
but the profit may be in monetary or 
non-monetary form. The mistake lies 
in thinking that those who work for 
political profit or for profit in the form 
of power, arc less dangerous to society 
than those who work for monetary 
profit. 

19. The sins of a few business houses 
have been utilised to blacken the entire 
business community, the majority of 
whom are as patriotic, law-abiding and 
conscious of their social responsibilities 
as any other section of the commu¬ 
nity. The good which has been done by 
business—in getting the nation moving 
after centuries of stagnation, creating 
employment and developing the na¬ 
tional economy, contributing revenues 
to the public exchequer, fostering the 
spirit of enterprise and initiative — is 
easily forgotten. No doubt, some busi¬ 
nessmen are guilty of misdeeds, but the 
percentage of those who do not dis¬ 
charge their social obligations is no 
greater than what you find among poli¬ 
ticians and in the public sector and co¬ 
operative enterprises. 

20. I am proud to say that your Com¬ 
pany has been, from its very inception, 
conscious of its obligations to the com¬ 
munity and has always kept in view 
its social responsibilities. Our em- 
|fiiasi$ in production has always been 
on quality; our emphasis in distribution 
has always been on availability of the 
product at a fair price. Mindful of its 
.obligations towards the local commu- 
luty, your Company has been opera¬ 
ting welfare schemes for the villages 
around its Works. We have demonst¬ 
ration farms where the benefits of 
scientific farming as well as the bene¬ 
fits of simple improvements to cattle- 
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sheds, etc. are on display. ]Rxp«‘t ad¬ 
vice on farming problems is also pro¬ 
vided. 

Managittg Agency 

21. The Managing Agents of your 
Qmpany, Cement i^ncies Ltd., will 
pass from the scene from the 2nd April 
of this year. Cement Agencies Ltd, 
have been the Managing Agents since 
the inception of your Company 33 years 
ago. The ACC’s installed cement pro¬ 
duction capacity will have increased 
from 10 lakh tonnes per annum in 1936 
to 69 lakh tonnes per annum by July 
1970. The Gross Block has increased 
from Rs 6 crores to Rs 97 crores. I 
should be failing in my duty if I did not 
place on record, on your behalf, our 
gratitude to the Managing Agents for 
their laudable service to the Company 
over a third of a century. 

Working Results 

22. Despite increased production and 
sales, the year under report has once 
again been a disappointing one for 
your Company. The main reasons for 
this ttnhapi>y state of aifairs are the 
ever-increasing cost of production in 
items over which your Company has 
no control, larger provision for de¬ 
preciation due to new capacities going 
into production and higher interest 
charges on increased borrowings for 
accelerated expansion. Another factor 
which contributed to the low profi¬ 
tability was the inadequate increase in 
retention price which was belatedly 
sanctioned by the Central Government 
in the middle of April 1969. 

Expansion 

23. All the schemes covered by the 
first phase of our expansion programme 
have been completed except for the 
grinding, blending and packing plan: 
at Chaibasa lor slag cement and the 
Chanda Project (formerly known as 
Ghugus). The installations at Chaibasa 
are expected to be completed by March 
1970. While the first unit of the Chanda 
Project is expected to be commissioned 
shortly, the second unit is also well 
under way and is expected to go on 
stream by July 1970. This will bring the 
Company’s annual manufacturing capa¬ 
city to nearly 7 million tonnes 

Grnnnlnted Fertiliser .Mixtures 

24. With the jMofitability of the Ce¬ 
ment industry becoming increasingly 
restricted, your Company has been 
considering diversification into new 
fields. Recently, a detailed investiga¬ 
tion was carried out on the granulation 
of fertiliser mixtures, for which a study 
team was specially^ depulbd abroad to 
obtain firs^nd information. It is 
universally accepted that the use of 
fertiliser mixtures in the granuhted 
form is the most scientific and effective 
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method of k^lilin$ fertilisers to suit 
the soil and tne atop. Your Diiedbors 
have now decided to set up two giunu- 
iation plants, each of 50,0(110 tonnes 
capacity per annum, at Itevalia in 
Gujarat and at Kistna in Andhra 
Pradesh, adjacent to our Cment 
Works. Efficient cUstribution and mar¬ 
keting along with agronomic advice 
to the farmers is txinsidered very essen¬ 
tial for the fertiliser industry. Your 
Company has already well-devebped 
facilities for marketing in the organisa¬ 
tion of the Cement Marketing Co. of 
India Ltd., as welt as active agricultural 
cells at many of its cement plants estab¬ 
lished over a period of years under the 
’’Village Welfare Scheme.” 

25. Our Central Research Station at 
Thana has been closely associated with 
the formulation ot this and other di¬ 
versification proposals. It continues its 
valuablecontribution byway of research 
and technical assistance in cement, 
concrete and refractory technology and 
in machinery manufacturt. In the 
years ahead, we can expect increasing 
participation by the Research Station in 
the development of technologies. 

26. Finally, a word of appreciation 
and gratitude. Your Company’s per¬ 
formance during the year under review 
would not have been possible without 
the loyalty, co-operation and sense of 
duty of the Company’s staff at the 
Works and the Collieries, the Offices 
and other establishments. 

Bombay 

Januaiy 13, 1970. 


THE ECONOMIST INTELLIGENCE 
UNIT, LONDON. 

ElU World Outlook 1970 

Separate detailed forecasts of like¬ 
ly trends in the economies of 140 
countries. 

Quantitative estimates covering the 
main economic indicators, amplified 
by considered qualitative judgments. 
Based on the Outlook sections 
appearing in the ElU’s regular ser¬ 
vice of 62 Quarterly Economic Re¬ 
views. 

A frame of reference for forward 
planning decisions 

A single copy of EIU World Out-* 
look 1970 is 105 Shillings^ airmail 
postage 5 s extra. It can be ordered 
against Rupee payment for Rs, 99.55 
including airmail postage and at 
the special rate of Rs. 90.50 for 
existing QER subsen-ibers (P'ease 
Send cheque in favour of J, A. 
Shah with order;. 

X A. Shah, Exclusive Representa^ 
tivc in Indian 67 Marine OHv^ 
Bombay. 20. TrieiiAione: 291283. 
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RECORDS AND STATISTICS 


Taxation in Developing G)untries 


Tax effokx is a measure of a coumry's 
own effort to raise taxes. The concept 
is often used in discussions of develop¬ 
ment but it is far from simple. In an 
article entitled ‘Tax Efforts in De¬ 
veloping Countries" the authors Jor- 
gen R. Lotz and Elliott R. Morss have 
adopted a refined measure for evalua¬ 
ting tax effort besides providing some 
explanations of the complexities. The 
article was published in Finance and 
Development^ No. 3, 1*^69, a Quarterly 
Publication of the IMI- and the World 
Bank Group, and is reprinted below. 

Countries in all stages of development arc 
often faced with the need to cuib aggregate 
demand in order to finance a new programme 
or to restrict excessive private spending, coi- 
rect a balance of paymcnt.s deheit, or for some 
other purpose. For developing countries such 
a curbing of demand is self-evidently important 
and the means of achieving it call for very care¬ 
ful study. Fiscal policy can curb aggregate de¬ 
mand both through tax increases and through 
reductions in government expenditure, and 
both these steps should be considered. In 
making a choice between these policies one 
factor must bo the already existing level of 
taxation in the country. 

Criterion for Tax Effort 

Reasonable men may very well find it difficult 
to agree on what constitutes a high or a low 
lax effort in particular instances, but most would 
agree that inter-country comparisons are at 
least relevant. Wo have accordingly attempted 
to develop a criterion of tax effort based on 
comparisons among different countries that are 
similar in respect to factors that affect a coun¬ 
try’s tax-collecting abilities, and then to rank 
countries ac< ordingly. The ranking of the 
developing countries according to the tax effort 
measured with allowance for per capita gross 
national product and o;ienncss is given in Tabic 1 
and the ranking according to tax ratio and tax 
effort is given in Tabic 11. 

In the past, considerable attention has been 
focussed on the ratio of tax revenue to national 
income as an index of tax effort, a formulation 
that implies that total income is a proper indi¬ 
cator of taxable capacity and that tax effort is 
measured by the ratio of tax revenue to income. 

Table 11, column (2), sliows for 52 develop¬ 
ing countries^ the ratio of tax revenue to one 
measure of national income- gross national 
product (GNP). The country with the highest 
tax ratio is ranketi I and the lowest, 52. For 


most countries, the data are averages for 1963— 
65. The rankings should be interpreted caut¬ 
iously because they do not take account of 
certain economic and non-economic factors 
that may be especially important in evaluating 
tlie tax effort of particular countries. Also the 
tax ratios for some of the countries liavc pro¬ 
bably changed since the period covered, and 
for these countries the tax ratios will not reveal 
the situation in the most recent year. Finally, 
it should be emphasized that a low or high rank¬ 
ing in tax ratio does not imply tiiat taxes should 
be increased or decreased. An informed opinion 
on tliat question should take into consideration 
economic conditions, the character and level 
of government expenditures, administrative 
capacity, and a variety of other matters. The 
ranking, in short, does not in any way represent 
an order of fiscal or administrative merit. 

Compulsory Levies 

Tax revenues of all levels of government ' 
national, provincial, and local- arc included, 
and taxes are defined as compulsory levies, 
that are not necessarily related to particular 
benefits received. Although the distinction 
between a fiscal monopoly and a public enter¬ 
prise is difficult to make, tax revenues are 
necessarily interpreted to include profits and 
losses of fiscal monopolies (as that term is 
locally understood) and of marketing boards. 
For example, profits of monopolies in salt, 
matches, sugar, tobacco, and so on arc includ¬ 
ed on the grounds that these profits arc a type 
of tax. Also included arc employee and non¬ 
government employer contributions to social 
insurance funds. 

In addition to aggregate income, the deno¬ 
minator in the tax ratio, there are other factors 
affecting a country's taxable capacity. One of 
the most important is the stage of economic 
development. Hconomic development is usually 
accompanied by a higher rate of literacy, in¬ 
creased monetization, and stricter law' enforce¬ 
ment—all of which can be expected to increase 
taxable capacity. Since economic development 
has many dimensions, it cannot be measured 
precisely cither by a single variable or by a 
single combination of variables. However, 
one variable frequently used by economists 
as an indicator of the development stage 
i.s per capita income. Hence one would expect 
taxable capacity and per capita income to 
move in the same direction. 

There is another reason to expect a positive 
relationship between per capita income and 
taxable capacity. For two countries with the 
same total income but with per capita income 
of, say, $50 and $1,500, respectively, taxable 
capacity is greater in the latter because a smaller 


Tabu I 

RANRING OF DEVEXiOPlNG COUNTRIES 

(According to Tax Effort Mmmd witli Allow- 
Me€ for Per Capita GroM National Piwdnet 
dLOpemiewP) 


Country 

Tax Effort 
Rank 

HlidiTiK Effort 

Countries 

Brazil 

1 

Congo, Democratic Republic of 

2 

Burma 

3 

Algeria 

4 

United Arab Republic 

5 

Uruguay 

6 

Ceylon 

7 

Greece 

$ 

Chile 

9 

Ecuador 

10 

Mali 

11 

Dominican Republic 

12 

Average Tax Effort 

Countries 

Argentina 

13 

Malagasy Republic 

14 

Malaysia 

15 

Portugal 

16 

Kenya 

17 

I'urkey 

18 

Iran 

19 

Iraq 

20 

India 

21 

Cameroon 

22 

China, Republic of 

23 

Ptru 

24 

South Africa 

25 

Sudan 

26 

Chad 

27 

Tanzania 

28 

Ghana 

29 

Uganda 

30 

Thailand 

31 

Liberia 

32 

Niger 

33 

Nigeria 

34 

Panama 

35 


1.0W Tax Effort 


Countries 

Jamaica 


36 

Nicaragua 


37 

Costa Rica 


38 

Trinidad and Tobago 


39 

Malawi 


40 

Spain 


41 

Haiti 


42 

Colombia 


43 

Philippines 


44 

Paraguay 


45 

Korea 


46 

Ethiopia 


47 

l£i Salvador 


48 

Mexico 


49 

Honduras 


50 

Guatemala 


51 

Afghanistan 


52 


*Based on tax effort measure presented in 
column 4 of Table II. 
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proportion of total income is required for sub¬ 
sistence needs and more “surplus* ’ is available 
for taxation and other purposes. It follows 
that, if the two countries have equal tax ratios, 
the poorer country is making a greater tax 
effort. 

It appears that taxable capacity in developing 
countries also increases with the size of the 
foreign trade sector—that is to say, with the 
openness of the economy (an economy is des- 
cHbed as “open** when its foreign trade is 
high in relation to GNP); there are two reasons 
why this is so. First, from an administrative 
point of view, trade inflows and outflows are 
more easily taxed than are domestic trans¬ 
actions. Second, the “degree of openness** is 
often, especially in early stages of development, 
an indication of the importance of cash crops 
compared with subsistence agriculture and of 
the degree of urbanization and industrializa¬ 
tion.* This suggests that openness is associated 
with conditions which facilitate taxation. 

In what we write here, then, explicit consi¬ 
deration is given to only three measures of 
taxable capacity: aggregate GNP, per capita 
GNP, and the size of the foreign trade sector. 
Other important factors which are believed to 
affect taxable capacity but which are not consi- 
deied explicitly include the distribution of 
income, the industrial origin, output and 
the composition of government expenditure. 
In the consideration of our rankings important 
deviations from the average in any of these 
factors should be kept in mind. 

Two Problems 

There are two problems associated with 
allowing for differences in per capita income 
and the size of the foreign trade sector that 
call for particular attention—the accuracy of 
the data and the methodology used to take ac¬ 
count of the differences. It is extremely diffi¬ 
cult to make inter-country comparisons of per 
capita income. This is due in part to (he fact 
that the GNP flgurcs include the imputed value 
of output by subsistence sectors; also, there 
is the problem of converting the figures of 
per capita income into standardization units 
for comparative purposes. For conversion of 
the per capita GNP into common units, we 
had two alternatives. One was to convert the 
national currency figures into dollars at the 
official exchange rates. The other was to con¬ 
vert the figures by using a series of “exchange 
rates” on a basis of purchasing-powcr parity 
evolved in the United Nations. These UN 
“exchange rates” were “estimated by adjusting 
the official or free market exchange rates in 
1938 in each country by the relative change in 
the level of prices from 1938 to the year in ques¬ 
tion, between the United States and the country 
concerned-**’ Both methods have weaknesses. 
Neither set of conversion rates measures 
accurately the purchasing power of currencies 
with respect to the different collection of goods 
actually used in different countries; at best, the 
exchange rates reflect relative prices of inter¬ 
nationally traded goods. 

We idected, with the exception of Brazil, 
Chile, Colombia, and the Philippines, to use 


t6l 


Table IT 

RANKING OF 52 DEVELOPING COUNTRIES ACCORDING TO TAX RATIO AND TAX 

EFFORT 


Country 


Tax Ratio*^ 
(Tax Revenue 
to ^oss 
National 
Product) 


Tax Effort^* 
(After allowing 
for Per Capita 
Gross National 
Product and 
Degree of 
openness) 


Rank Ratio Rank 

Difference 

from 

average 




(1) 

(2) 

(3) 

(4) 

Congo, Democratic Republic of 


1 

22-5 


33‘3 

Algeria 


2 

22*4 

4 

28 8 

Uruguay 


3 

2P8 

6 

23*7 

Brazil 


4 

21 -4 

1 

39 4 

Chile 


5 

20 0 

0 

17*8 

Malaysia 


6 

20*5 

14 45 

12*3 

Greece 


7 

20 -4 

8 

19 1 

Argentina 


8 

20 1 

13 

14*6 

Ceylon 


9 

18*6 

7 

20 4 

United Arab Republic 


10 

18-5 

5 

26 2 

Burma 


11-12 

18 4 

3 

29*8 

Iraq 


11-12 

18 4 

20 

8*5 

Dominican Republic 


l.V-14 

17*9 

11 

15*6 

Portugal 


I3-^-14 

17 0 

16-18 

11 -3 

Liberia 


15 

17*7 

32 

.-8*1 

Kenya 


16-17 

17-2 

16-48 

U 3 

South Africa 


16^-17 

17*2 

25 

-4) *5 

Ecuador 


18-10 

16*7 

10 

16*7 

Trinidad and Tobago 


18 19 

16 7 

39 

—23 *9 

Tran 


20 

16*3 

19 

9*7 

Peru 


21 

16*0 

24 

3*9 

Malagasy Republic 


22 

15*7 

14 15 

12*3 

Jamaica 


23 

15*6 

36 

• 48 *2 

Mali 


24—25 

15 4 

12 

16*3 

Cameroon 


24-25 

15 4 

22 

6 4 

Turkey 


26-27 

15*1 

16-48 

11 *3 

Panama 


26-27 

15-1 

35 

14 4 

China, Republic v)f 


28 

15 0 

23 

5*5 

Ghana 


20 30 

13*9 

29 

-6 *9 

Uganda 


29. 30 

13*0 

30 

- 7 0 

Tanzania 


31—32 

13*8 

28 

6 4 

Costa Rica 


31—32 

13*8 

.38 

—22 ‘2 

Nicaragua 


33 

13*5 

37 

—22*1 

Sudan 


34 

13*3 

26 

-2 *6 

Chad 


35 

13 0 

27 

--3 ‘9 

Thailand 


36 

12 6 

31 

.8*1 

India 


37 

12*5 

21 

6*6 

Spain 


38 

12*2 

41 

- -28 -7 

Niger 


39 

12 0 

.33 --34 

-.-10*7 

Malawi 


40 

11 *7 

40 

---25 *4 

Nigeria 


41 

11 *3 

33-34 

-40*7 

Colombia 


42--43 

10*9 

43 

—30 *8 

El Salvador 


42—43 

10 9 

48 

--45 *6 

Philippines 


44 

10 8 

44 

- 31 *2 

Paraguay 


45 

10*2 

45 

—31 *8 

Mexico 


46—47 

9*9 

49 

—47 *5 

Honduras 


46^47 

9 9 

50 

'53*3 

Haiti 


48 

9*6 

42 

30 *2 

Guatemala 


49 

9*3 

51 

---59 *0 

Korea 


50 

9 0 

46 

—37 *0 

Ethiopia 


51 

8*3 

47 

-44 *8 

Afghanistan 


52 

5*9 

52 

—106 9 


♦•"For most countries the data arc averages for 1963-65. 
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the otficuil exchange rates, with the result that 
our estimates, of per capita income in US 
dollars are In some instances aiitpreciably 
Itigber or lower than estimates based 6n the 
aUemative series. Generally, an overestimate of 
per capita income tends to result in too low a 
ranking in tax etlort, while on underestimate 
has the opposite effect. Readers may wish to 
allow for this factor in interpreting our rank¬ 
ings. 

For our estimate of the degree of openness, 
we took the sum of merchandise exports 
(f.o.b.) and imports (c i.f.) as a percentage 
of GNP. 

We “took account of” per capita income 
and the importance of foreign trade in the fol¬ 
lowing way. First we made a least-squares 
estimate of the “averge* ’ tax ratio for any 
country as a function of its per capita income 
and its degree of openness.* Next the actual 
tax ratios and our "'averages” were compared: 
the country whose actual tax latio exceeded 
the “average” one by the largest percentage was 
given the highest tax effort ranking and the 
country whose actual tax ratio fell short of the 
“average” by the laigc.M percentage was giten 
the lowest ranking. 

In Table II, column (1), 52 developing coun¬ 
tries were ranked on the basis of the tax ratios. 
In column 3 the tank of the same countries is 
shown allowing for per capita GNP and degree 
of openness. 


To get a better idea of the major differences 
between the two measures, few specific examp¬ 
les may be helpful. On a simple tax ratio basis, 
Chile ranks ^th. However, when account is 
taken of Chile's per capita income, which is 
high relative to other countries, its tax effort 
ra^^kfalls to ninth. In contrast, the tax effort of 
the N^lagasy Republic, a low-income country 
with an average degree of openness appears 
considerably greater when allowance is made 
for income differences. The tax effort ranking 
of Malaysia, a country with a large foreign 
trade sector and a high income falls as a result 
of allowing for the openness factor. 

In Table I, the countries are divided into 
three groups-'-high, average, and low tax cf- 
i‘ort--on the basis of our tax effort measure 
(ptesenied in Table 11, column (4). 

Examination of Table 1 reveals wide dif¬ 
ferences among countries in the same geogra¬ 
phic area but suggests a clustering that is worthy 
of comment. Of 11 Central American and 
Caribbean countries (including Jamaica) in 
the table nine are in the lew tax effort group. 
Countries in other geographic areas are more 
evenly distributed among the tax effort groups. 
The ranking of the Cential Anrctkan ccunlrfcs 
may be due to various political, cultuial, and 
historical factors which conditicn attitude to¬ 
wards the role of government and taxation, as 
well as to economic factors that were not inves¬ 
tigated in this study. 


The molts of our exercise give only a rougb 
indication of the relative tax performance of 
countries. Only two of the several factors that 
should be aUowed for in a Rdl assessment of a 
country's tax performance have been taken 
into account. Nevertheless, we believe tbat our 
results bring one closer to a meaningini com¬ 
parison of tax performance than is possible 
through an examination of simple tax ratios. 
It must be stressed again that tax effort is only 
one of several factors that should be considered 
in making tax policy decisions. A more detailed 
examination of the special circumstances of 
individual coimtries is needed before judgment 
for or against higher taxes is made. 

REFERENCES 

1. Developing countries are defined as those 
having per capita incomes of less than USISOO. 
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Monw matters 



donTt 

thnnivitaway 


People don*t elweys see eye to eye on 
money matters. A necessary purchase for a 
wife may be considered money thrown away 
by her husband—or vice>versa. 

But everyone must agree that if you’ve 
allowed your insurance policy to lapse within 
two years of talcing it, the money paid on 
premiums is as good as thrown away (unless 
you act fast and revive the policy). In addi¬ 
tion, you lose financial security for yourself 
and your family. 

Recover your money and your security by 
reviving your policy on convenient terms. 
This is allowed if not more than five years 
have passed since your policy lapsed. 


Advantages of reviving your policy now: 

* Fresh insurance will cost more. As you ] 
grow older your premiums go higher. 

* You may endanger your family's security 
since there is always the possibility that your 
health may be affected, making you 
uninsurabie. 

Note that LIC will not issue a new policy if 
an earlier one stands lapsed or is made paid- 
up during the previous three years. 

Yes, it's good money-sense to revive a 
lapsed policy I if your present plan is not 
suitable, as a special case your agent will 
help you to revive it under a better one. 


There are special schemes for revival on convenient terms—either on a 
new commencement date or on terms under which you pay arrears of 
premiums by instaiments and stiil have cover for the full amount. 


Talk to your ayaat taday. Railway oar lapsad pallcy wlthaui dalay. 
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Tea Producers—Old and New 


Pride and Prejudice 

The centre hab bungled and so havo the states of Punjab am 
Haryana. The reputation of Sant Fatoh Smgh has also suffered becauae hi 
claims that he Is “a man of God'* whose sole aim is to bring about Hindu 
Sikh unity in Punjab but who has used an unholy weapon (the threat of aell 
Immolation) for wmning Chandigarh for Punjab. The Prime Minister, Mr 
Indira Gandhi, has also not honoured her promise of not taking the declelo 
on Chandigarh under pressure. It is now no secret that she did take the deal 
Sion under pressure a couple of days before Sant Fateh Singh was to imme 
Idte himself. It is indeed a pity that in our country the politicians do nc 
mean what the/ say. 
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The dispute between Punjab and Haryana over Cliandlgarh has not been 
settled to the entire satisfaction of both the states. Haryana went through a 
bloody turmoil immediately after the announcement of the centre’s award on 
January 29 resulting in the loss of more than a dozen lives in police and military 
firing. In Punjab, though Sant Fateh Singh gave up his fast as well as the threat 
of self-immolation, there is great resentment against the transfei of some areas 
of Fazilka lehsil (including Abohar) to Haryana. Strangely, it is the Jana Sangh 
party in the Punjab coalition of Akali-Jana Sangh which has asked the government 
to reject the centre’s decision on Chandigarh by February 10. 

What has transpired since January 29 was not unexpected because, during the 
last three years, both the states had created an aimospbere surcharged with emo¬ 
tion where cool calculation or reasoning had no place. It was known that in 
the absence of a solution acceptable to both the stales, the award by the centre 
would hurt the pride of one or the other state. Even though the centre has 
attempted to evolve a solution balancing the gains and losses of both the states 
yet some time more must pass before tempers cool down and both the states arc 
able to understand fully the implications of the award. 

Haryana has not received a raw deal as is being made out by some of its 
leaders. Under more dispassionate environment Haryana would have realised 
that with the acquisition of Fazilka-Abohar, it had acquired revenue-earning 
areas which could more than cover the cost of building a new capital over the next 
five years. Moreover, the grant of Rs 10 crorcs plus a loan of an equal amount 
will assist it in building up a new and more modern capital than Chandigarh. 
It is true that the majority decision of the Shah Commission was in favour of hand¬ 
ing over Chandigarh to Haryana but the bullying tactics of leaders from Punjab, 
coupled with the weak government at the centre, made the implementation of this 
recommendation impossible. It can certainly be questioned if the centre will be 
slrong enough to implement Ihe decisions oi the commission proposed to ho 
appointed for examining the claims and counter-claims of both the states in regard 
to some of the border districts. What is the significance of a commission whose 
recommendations arc not going to be accepted by the government? The centre 
must guarantee beforehand that it will not meddle with the suggestions of the new 
commission. 

While the political parleys were going on for more than three yeans over 
Chandigarh, no one tried to ascertain the views of the people of Chandigarh. 
Each side claimed that the people there were on its side. None of them dared take 
an opinion poll. This is indeed ironical in a country which boasts of democratic 
traditions and where the people of a city were not asked to give their opinion be¬ 
fore transfer to one state or the other. 

None of the parties which were involved in this dispute has emerged un¬ 
soiled. The centre has bungled and so have the states of Punjab and Haryana* 
The reputation of Sant Fateh Singh has also suffered because he claims that he is 
*‘a man of God” whose sole aim is to bring about Hindu-Sikh unity in Punjab but 
who has used an unholy weapon (the threat of self-immolation) for winning Chandi¬ 
garh for Punjab. The Prime Minister, Mrs Indira Gandhi, has also not^honoured 
her promise of not taking the decision on Chandigarh under pressure. It is now 
no secret that she did take the decision under pressure a couple of days before 
Sant Fateh Singh was to immolate himself. It is indeed a pity that in our country 
the politicians do not mean what they say. And lastly. Haryana also has not ex¬ 
hibited any statesmanship in staging unruly demonstrations and stone-throw- 
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ing resulting in fruitless waste of preci¬ 
ous lives and public property. It has 
unnecessarily allowed itself to be carried 
away by emotions. Tlic central award 


is not a bad bargain for it, the leaders 
in Haryana well realise this when they 
af^ly their minds to the award in a cool 
and dispassionate manner. 


seeds it has not been possible to prevent 
a sharp rise in prices because of a sub¬ 
stantial improvement m demand for 
edibie oils. The proposals for import-- 
ing large quantities of soya bean oil and 
sunflower oil may be helpful to a cer¬ 
tain extent, but oil prices cannot be 
controlled unless internal production 
is substantially raised. 

The undesirable rise in prices fo 
these two commodities alone has not 
been responsibie for the unexpected 
pressure on the banking system. An 
accumulation of sugar stocks has been 
taking place in a big way as in the first 
three months of the current crushing 
season alone stocks have increased 
2 lakh tonnes and with an estimated 
output of about 7 lakh tonnes in Janu¬ 
ary fresh additions to stocks may be of 
the order of 4 lakh tonnes necessitating 
the locking up of funds to the extent of 
over Rs 45 crores. The hi^er prices 
for steel and other commodities and the 
larger inflow of imports also have had 
a further complicating eflfcct. 

A clear picture can be had only 
by the end of May this year as it is 
not known what will be the effect 
of the record output of foodgrains 
in 1969-70 which is now estinnitcd 
to be as much as 100-102 million tonnes 
following Satisfactory winter rains in 
the wheat-growing areas in northern 
India. Tf these estimates prove to be 
correct, as they are iikely, there must be 
a decline in prices for foodgrains of 
different kinds arid for other com¬ 
modities. The Reserve Bank should 
not, therefore, adopt an unduly restric- 
tionist policy as it is abundantly clear 
that the financial position of industrial 
units which have incurred large expen¬ 
ditures on expansion and modernisation 
schemes is somewhat strained and the 
working capital requirements have to be 
found to a greater extent than before 
through bank finance. If with the 
adoption of measures for regulating 
inventories and brisker marketing of 
finished goods there could be a better 
utilisation of available resources, a 
further increase in the price level could 
be avoided. 

The government too can ease the 
pressure on the money market by 
effecting prompt piLyments against 
outstanding bills and making adjust¬ 
ments also in regard to bank advances 
against foodgrains for the creation of 
buffer stocks. A careful watch has 
necessarily to be maintained on the 
money market for some time as on the 
basis of recent developments borrowings 
by member-banks from the central 
banking institution can increase to 
nearly Rs 300 crores by the end of 
March, these amounting to Rs 164 
crores t\tn on January 16. 1970, This 
level has not been reached at any time 


Banks and Boom in Business 


The Di-vtxoPMENTS in the current busy 
season have come about in an unex¬ 
pected manner as advances of the 
scheduled commercial banks have risen 
by neiirly Rs 148 crores in a three-week 
period ending January 16,1970, against 
only about Rs 33 crores in the corres¬ 
ponding period in 1968-69. The mone¬ 
tary authorities have obviously been 
caught napping as it was not expected 
that so early in the busy season there 
would be a big spurt in advances and 
the position of member banks would be 
over-extended, necessitating an in¬ 
crease in borrowings from the central 
banking institution by as much as Rs 
141 crores against Rs 27 crores in the 
Si* me period in 1968-69. ft is significant 
to note that out of the total increase in 
advances of Rs 247 crores so far in 
the current season, the expansion of 
credit has been of the order of Rs 148 
crores in a three-week period; though 
it must be accepted that there has been 
a brisker demand for funds in the re¬ 
cent months with a high level of econo¬ 
mic activity and perhaps a rising level 
of prices. 

The cumulative effect of the deve¬ 
lopments in the first 2l months 
has been reflected in heavy borrowings 
from the Reserve Bank, and a drop in 
investments of member-banks. It luis 
not been thought advisable to reduce 
cash balances as with a higher level of 
deposits and the opening of a large 
number of branches the cash deposit 
ratio was not considered high. The 
difficulties of banks in meeting the in¬ 
creased demand for assistance would 
n^t have been felt so acutely if deposits 
had continued to rise at the earlier 
rate. As it happened, between October 
31, 1969, and January 16, 1970, there 
were additions to deposits of only Rs 
78 crores against Rs 118 crores in. the 
conesponding period in 1968-69. This 
slowing down in the rate of growth is 
somewJiat intriguing as the task of 
projecting further growth under this 
head in the remaining months of the 
busy season has become difficult. It has 
been explained that the smaller increase 
in deposits latterly may be due to the 
absence of the usual window-dressing 
methods when closing the accounts for 
I969and that with theefforts to mobilise 
depositsand the opening of a large num¬ 
ber of branches in the interior areiis in 
recent months there must be, if any¬ 
thing, an accelerated growth of deposits 
in 1970 and the difficulties of banks in 
meeting the needs of all classes of 


borrowers may not be so acutely felt 
after the 1969-70 busy season had end¬ 
ed. 

The Reserve Bank, however, has 
taken a serious view of the mounting 
pressure on the banking system and has 
imposed restrictions onadvances against 
rawcotton, oilseeds, oils and foodgrains. 
Apart from raising margins in respect 
of these advances and imposing ceil¬ 
ings on limits it has been stipulated that 
a minimum of 10 per cem should be 
charged on credit extended against these 
commodities. The ceiling of 9j per 
cent for other advances also has been 
removed. This move should be consi¬ 
dered very significant as over and 
above selective credit controls, a dearer 
money poli^ is also b?ing introduced 
without bringing about actually an 
increase in the bank rate. It was riot 
expected that monetary authorities 
would adopt such a drastic course as it 
has not been explained so far what 
exactly are the factors that have been 
responsible for the sudden increase in 
advances and whether any unhealthy 
trends have emerged. 

There is no doubt considerable 
si^culative activity in raw cotton and 
oilseeds which has been responsible for 
a sharp rise in prices in the past few 


V. D. being out of town, the featuro *11ie 
Moving Finger Writes* wiU not njipcnr in this 
issue nnd the issue dstnd February 13. 


months. The revised estimates of the 
cotton crop for 1969-70 place the yield 
at only 58 lakh bales while it had been 
earlier hoped that the output would be 
much higher at 62-63 lakh bales. With 
a rising level of consumption and delays 
in arranging for imports of cotton there 
has been a disconcerting increase in 
prices for all grades of cotton and it is 
[Scared in industrial circles that a situa¬ 
tion similar to the one that prevailed in 
1967-68 may develop again if efforts 
arc not made Immediately to arrange 
for sizable imports of cotton and 
staple fibre. What is more important 
is the introduction of measures which 
wiil raise the yield of the Indian crop as 
with a higher level of purchasing power 
of the rural population there is bound 
to be a larger demand for cotton fabrics 
in the coming years and therefore a sig¬ 
nificant increase in thecois^umption of 
raw cotton. The problems relating to 
the availability of oilseeds arc even 
more intractable as in spite of a fairly 
good crop of groundnut and other oil¬ 
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in pMt history, but it cannot be «Dn> 
sidettd unhealthy as the vdiole sitoa- 
tion uun get corrected in the ensuing 


Starved 

Cotton and staple fibre have been pro¬ 
minently in the news^ particularly since 
the beginning of this year. Contrary to 
hopes of lower prices prompted by pros¬ 
pects of a better crop than the last 
season’s 5.2 lakh bales, cotton prices 
lately have risen steeply. Not only has 
concern been expressed by both the 
mill-owners and the authorities over the 
recent sharp rise, but some remedial 
steps also have b^n recommended or 
announced. Thus, the Indian Cotton 
Mills* Fecteration met a few days ago to 
discuss the problem and the Federation 
president followed it up by calling on 
the Minister for Foreign Trade to im¬ 
press upon the government the urgent 
need for bringing some discipline in the 
cotton market by allowing imports of 
two lakh bales of staple fibre and three 
lakh bales more of cotton. On its own 
part, the Federation has gone ahead 
with its Cotton Development Project 
for 1970-71 by sanctioning a handsome 
budget of Rs 26 lakhs to take care of an 
area of 2.25 lakh acres under intensive 
cultivation on scientific lines. 

Alongside attack on the problems 
on the supply side as above, the 
authorities have also attempted to tackle 
the dmand side in a number of ways. 
Thus, they revised the stock limits of 
Indian cotton which could be held by 
mills as, for instance, by enforcing 
them at 2 to 2-1/2 months’ stocks for 
mills in the city limits of Bombay and 
Ahmedabad. This was followed by the 
further restrictions imposed by the 
Reserve Bank on bank advances against 
cotton anid kapas to textile mills and 
also to parties other than textile mills. 
Besides imposing a margin of 40 per 
cent on cotton mills* advances against 
cotton and kapas and of 60 per cent on 
others, the Reserve Bank also raised 
the ceiling rate of interest on advances 
against cotton (also foodgrains, oil¬ 
seed, vegetable oils and vanaspati) 
from 9.5 per cent to 10 per cent. 

But all these are just palliatives which 
leave the basic problem practically un- 
tmiched. The basic problem is to aug¬ 
ment supplies not so much by resort to 
imports which entail expenditure of pre¬ 
cious foreign exchange the country can 
ill afford today, but by raising the per 
acre yield of cotton as has at long last 
been realised by our textile interests, as 
witness the ICMF’s laudable efforts to 
bring more cotton acreage under its 
scheme of intensive cultivation by assure 
ing alt the required inputs. But, then, 
there are limitations to even this laud¬ 
able approach, limitations both finan- 


slack season with a continuing rise in 
deposits and adjustments to meet the 
needs of a new situation. 


Spindles 


cial and, more than that, limitations 
imposed by the availability of cultivable 
area that can be put under cotton, espe¬ 
cially when the need to augment our 
foodgrains production is no less exact¬ 
ing and urgent. 

Surely, all this cannot be unknown 
to the authorities in the capital, which 
is what makes their reliictance to allow 
augmentation of the existing capacity 
for producing man-made fibres not only 
ununderstandable but positively intrigu¬ 
ing. In spite of the notable progress 
that the man-made fibre industry has 
made since 1951, as claimed by the 
Association of Man-made Fibre Indus¬ 
try, the total production of all the 18 
units en^ged in this industry in the 
country in 1969 was no more than 
1,10,000 tonnes, which gives a per capita 
consumption of a meagre 0.2 kgs. In 
striking contrast are the per capita 
consumption figures of 2 kgs. for the 
world (average^, 4.9 kgs. tor western 
Europe, 6.3 kgs for the UK and 9 kgs 
for the USA. 

That there is both growing demand 
for man-made fibres and available indi¬ 
genous facilities straightaway to aug¬ 
ment their production was strikingly 
brought out when a team of 27 leading 
mill-owners visited the Gwalior Rayon's 
staple fibre division at Nagda, Madhya 
Pradesh. It is clear that their visit was 
prompted by their urgent need for more 
supplies of raw material to keep their 
spindles and looms in operation. Mr N. 
Damodaran, the Managing Director of 
Premier Mills, Coimbatore, was speak¬ 
ing for the industry, not merely for the 
27-member team of visitors from the 


soutii^iii|M|^M^ to lift 300 tonties 
of fibre eVerySayf Contrast this 
with the maximum production of the 
biggest fibre-making unit in the coun¬ 
try—Gwalior Rayon—of only 190 ton¬ 
nes per day. it is not surprising, 
therefore, that the universal feeling 
among alt mill-owners in India today is 
that the production of staple fibre 
should be increased without further de¬ 
lay. (The import of two lakh hales 
of staple fibre that Mr Radhukrtshna 
Ruia, the ICMF Chairman, urged the 
other day serves only to underscore 
this). 

Can India step up its production of 
man-made fibres 7 If Mr D. P. Man- 
delia, Special Adviser to Gwalior 
Rayon, is to be believed (and he has 
been in the field long enough to stand 
any challenge) Gwalior Rayon has deve¬ 
loped enough technical know-how not 
only to produce rayon grade wood pulp 
from even hardwood but also to manu¬ 
facture the entire plant and machinery 
for the production of pulp or staple 
fibre. He was not boasting (which he is 
not given to any way) when he stated: 
*Tf only the autWitics would appre¬ 
ciate the difficulties of the spinning 
units and permit expansion of staple 
fibre production, more supplies can be 
made available to them by Gwalior 
Rayon,’* Perhaps the Government of 
India needs to be prodded by the Chief 
Minister of Madhya Pradesh, even as it 
is being proded by the Chief Minister 
of Gujarat in respect of the Mithapur 
project of Tatas, to make it take a deci¬ 
sion early. 

It is not enough merely to allow an 
expansion in the capacity of the man¬ 
made fibre industry. Some other steps 
are also called for, as Mr S. P. Mande- 
lia, President of the Association of Man¬ 
made Fibre Industry, stated recently at 
a fashion show in Bombay of fabrics 
made entirely out of man-made fibres 
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dmuy is today subject to a tremendous stantially rediiced*\ to quote Mr S. P. 

burden by way of excise duty w|tich its Mandelia. If the total capacity of the 

counterparts in even some of the most industry is allowed to be expanded, 

advanced countries arc not subjected which should be done by adopting all 

to. Theduly is utterly disproportionate means possible, and if thc hcavyinci- 

and hampers the growth of the industry, dence of the excise duty is reduced., 

particularly as the costs of various raw which should be possible when pre- 

materials that go into the making of senting this budget, the man-made hbre 

these fibres have gone up considerably. industry would kill not two, but three 

If the industry is to make its full contri- birds at one stroke : it will supplement 

bution —and no one can deny the need the supplies of raw materials to our tex- 

for it both because of the need to ex- tile industry, it will both save and earn 

port and the necessity to make the fibre foreign exchange, and it will increase 

reach the common man, who, by the the per capita availability of clothing 

way, has taken to it -'’the ever-increas- material to the common man. 

ing burden of excise duty must be sub- 

Tea Producers—Old And New 

The Tea Board or [ndia, in its publi- tea production in recent years. 


cation Tea Statistics 1968-69, released re* 
cently, has given an idea of the progress 
made by the new producers of tea in 
different parts of the world. Though 
we will continue to remain for many 
years the world's largest tea producer, 
we cannot afford to ignore the increas¬ 
ing competition that our tea is facing 
from other producers. This competi¬ 
tion is felt acutely in Britain, our largest 
market, as welt as in other countries. 

The Tea Board's publication reveals 
that tea production in east Africa 
(Kenya. Uganda. Tanzania and Malawi) 
increased from 16,738,000 kg in 1951 
to 68,661.000 kg in 1968. the yeild per 
hectare from 715 kg to 999 kg and the 
area under tea from 23,395 hectares to 
68,706 hectares. The othc rnewcomers 
arc Japan, Formosa, Malaysia, Mozam¬ 
bique, Mauritius, USSR, Turkey and 
Argentina. The following table shows 
the area, production and yield of tea 
in these countries. 


Countries 

Area 

in 

hec¬ 

tares 

during 

1968 

Pro* 
d action 
in 

thou¬ 

sand 

K«. 

during 

1968 

Average 

yield 

per 

hectare 

in 

Kg. 

Japau 

48,898 

84.973 

1,738 

Formosa 

35,775 

24,239 

678 

Malaysia* 

3,223 

3,117 

967 

Mozambique 

14,781 

14.251 

964 

Mauritius 

3,408 

2.288 

671 

USSR* 

71,709 

57.335 

800 

Turkey* 

2-3,472 

21.786 

928 

Argentina 

28,894 

18.598 

644 


‘Figures relate to 1967. 


The Tea Board could have given the 
figures of these countries over a period 
instead of just one year. That would 
have facilitated coniparison. The Tea 
Board has said nothing about Australia, 
Ethiopia and some other countries 
which also are reported to have started 


So far as India and Ceylon, the tra¬ 
ditional tea producers are concerned, 
the situation does not seem quite satis¬ 
factory. The yield per hectare of north 
Indian tea has not shown much im¬ 
provement. Though it stood at 1,1(X) 
kg per hectare in 1968 compared to 
1077 kg in the previous year, it was 
lower ^an in 1964 when it was 1102 
kg. In south India the improvement in 
the yield was from 1215 kg per hectare 
in 1967 to 1306 kg in 1968. In Ceylon 
there was a steady decline in the yield 
per hectare from 949 kg in 1965 to 921 
kg in 1966, and 911 kg in 1967 but in 
1968 there was an improvement to 930 
kg. The area under tea in Ceylon in¬ 
creased from 230,983 hectares in 1951 
to 241,795 hectares in 1968 and produc¬ 
tion from 147,997,000 kg to 224,806.000 
kg in the same period. 

A significant fact about the new pro¬ 
ducers of tea is their light burden of 
taxation. Kenya levies an annual acre¬ 
age cess of 1 sh. per acre and a manu¬ 
facturing cess of 2 sh. per 100 lbs of 
made tea. There is no excise or export 
duty on tea. Uganda also does not levy 
any excise or export duty but only a cess 
of 2 sh per 100 lbs of made tea. In most 
other producing countries also, the 
tax burden on tea is negligible. In our 
country, on the other hand, both the 
centre and the state governments levy 
too many taxes on tea. The Borooah 
committee has revealed that state go¬ 
vernments and local bodies levy as 
many as 16 kinds of taxes on tea but, 
surprisingly, the Tea Board has no data 
about the revenue derived from each 
of them. Commenting on the impact 
of taxation, the Borooah Committee 
has said: *’We are of the opinion that 
the policy of taxation followed by the 
central and the state governments to¬ 
gether with the various stattftory obli¬ 
gations imposed on the industiy, en¬ 
tailing disproportionate expraditure on 
welfare measures for (he labour, is 
mainly responsible for the decline in the 
profitability of the industry.... The 
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prices at auctions do not bear aag to* 
lation to the takes imposed a pro¬ 
ducing country as the taxes have to be 
paid % the producer from his side pro¬ 
ceeds. Unhke other indush^tea is 
act able to pass on the burden of the 
taxation to the buyer at the auction, by 
inmeasing its prices. The taxes imposed 
on tea must therefore be seen as taxes 
on production. Another peculiar 
feature of the taxation in tea is thm al¬ 
though tea is an expe^-oriented in¬ 
dustry, the sales for the intemal market 
bear a lesser burden of tax than those 
for export. This is at variance with 
accepted practice in reqmt of othm 
commodities which are important in 
connection with our export eatings.” 

The tea industry has been repeatedly 
urging the Government of India and the 
state governments to reduce and ra¬ 
tionalise taxation but they seem to be 
in no mood to oblige. It is doubtful if 
the central budget for 1970-71 will 
provide any substantial tax relief to 
this industry. At best it may get a 
further relief in export duty while, per¬ 
haps, increasing the excise duty at the 
same time, so that the exchequer may 
not lose. But such a course will not 
help the industry to strengthen us 
competitive power. 

Meanwhile, our competitors are 
successfully encroaching on our tradi¬ 
tional markets. For instance, in the first 
six months of 1969 compared with the 
similar period of 1968, tea imports from 
our country into Britain were down by 
37 per cent in quantity and 47.6percent 
in value while imports from Kenya were 
higher by 2.2 per cent in quantity and 
9 per cent in value and imports from 
Uganda were higher by 76.6 per cent 
in quantity and 55 per cent in value. 
The trend is shown below : 

IMPORT OF TEA TO THE UJC. FROM 
MAIN PRODUCING COUNTRIES 
Quantity (in 000 Ibt) Value in 000£ 


Country 

Januaty-Junc 

ianuary-June 


1968 

1969 

1968 

1969 

India 

103,445 

64,809 

21,177 

12,062 

Ceylon 

73,909 

76,832 

15,246 

14,352 

Kenya 

222,774 

227,841 

4,388 

ASI5 

Malawi 

15,438 

16,429 

2,742 

2,719 

Tanzania 

6,249 

8,207 

1,220 

1,433 

Uganda 

4,703 

8,316 

902 

1.415 

Indonesia 

5,823 

4,679 

860 

663 

China 

3,658 

2,772 

483 

356 

Argentina 

16,634 

4,041 

883 

486 


Total am. 

rot’NTHiES 28Q,U7 248.204 53,378 43,008 

The time therefore has come for the 
Government of India to cease looking 
upon tea as a major source of revenue. 
Instead, It should strengtlton the in¬ 
dustry's competitive capacity and en¬ 
hance its earhinp of foreign exchange. 
In 1953 the share of tea in our total ex¬ 
port earnings wm 19.87 per cent. It 
washlghar at24.36per cenit in 1956, 
But id 1968 it was only 12.66 pm cent. 




Fttlnraftiy 6,1470 


EASTERN ECONOMIST 


For Ceyl(m the share of tea in her total a time when our export drive has re* 

.export earnings was 52.62 per cent in eeived a set-back, it is all the more ur- 

1953 and 57.OS per cent in 1968 though gent that government should consider 

during this period it varied between the tea industry's difficulties with the 

60 and 66 per cent in certain years. At utmost sympathy and speed. 

Public Plus Private 


Going round the Lube India plant in 
Trombay, which is to be formally in¬ 
augurated by the Vice-President of 
India on February 12, 1970, one could 
not but experience a somewhat mixed 
reaction—of satisfaction as well as con¬ 
cern—satisfaction because of the splen¬ 
did accomplishment that has been 
achieved by this joint enterprise (the 
project is jointly owned by the Govern¬ 
ment of India and Esso on a fifty-fifty 
equity basis) and concern because of 
the avoidable controversy over what 
crude to use—Arabian, Iranian or Rus- 
tom. Controversies could no doubt end, 
but they do not unfortunately, certainly 
not so long as purely economic conside¬ 
rations are not allowed to operate and 
politics tends to project itself. 

Be that as it may, Lubo India Limited 
(LIL) is a company that was founded 
in 1966 (incorporated on April 4, 1966) 
with an authorised Ciipiial of Rs 5.4 
crores and a paid-up capital of Rs 4.8 
crorcs contributed equally by the 
Government of India and Esso. With 
a paid-up capital of just Rs 4.8 crorcs, 
we have today a fully completed project 
estimated to cost Rs 17 crores, tluit is 
actually one crorc of rupees less than 
what experts had assessed it would cost 
<Rs 18 crores) in 1967. Incidentally, 
this is the second joint project in respect 
of which we have heard there has been 
a reduction of cost in the new year, the 
first being the Taraporc Atomic Power 
Project where the reduction of cost is 
stated to be about five million dollars. 
This is what strict cost control measures, 
the value of which we have only lately 
begun to recognise, have been able to 
achieve. Now, for the remaining finance, 
LIL negotiated a loan ot Rs 5.64 crores 
fin dollars) from the Manufacturers’ 
Hanover Trust Company and a further 
Rs 6.4 crores (in rupees) from the US 
Ageixey for International Development 
(Cooley Loan). Had the project cost 
Rs 18 crores, as had been estimated 
originally, the two shareholders 
(Government of India and Esso) would 
have been called upon to advance Rs 60 
lakhs each, a procedure admittedly 
more advantageous than the raising of 
further equity entailinc? payment of 
dividend in dollars, but, fortunately, 
it has not. 

LIL is the fruit of the combined 
efforts of Esso Research and Engineer¬ 
ing Co. of USA (who provided process 
engineering and basic design of most of 
the on-site and off-site facilities), Snam 
Progetti of Milan (who did the detailed 


engineering, prexjurement and construc¬ 
tion) and their Indian associates Engi¬ 
neers India Lid (a Government of India 
undertaking). Another foreign collabo¬ 
rator was the Solas Corporation of Hol¬ 
land, wht^ designed and built the hydro¬ 
gen generation plant, so necessary to 
any lubrication base stock manufacture. 
It is the proud claim- justifiably so—of 
those in charge of the project that the 
maximum use was made of both local 
materials and services. 

The LIL plant is situated on a 60- 
acre site in Troinbay adjacent to the 
Esso Refinery. Esso supplies the feed¬ 
stocks of 19,400 barrels of reduced crude 
from svhich LIL c;ttracls 3,3(X) barrels 
of basic Stocks and return the residue 
to the Refinery. It is the fourth lubri¬ 
cating oil plant in India but the first 
and the only one of its kind on the west 
coast of India, the other three l>cing 
those at Digboi (capticity 1,100 barrels 
per day) Burauni (900 barrels per day) 
and Madras (3.800 barrels per day). 
One more is expected to come up at 
Hadia (also of similar capacity of 
3,800 barrels per day). Even when all 
the five units attain, and work to their 
full capacity, :\i they are expected to do 
in 1972, there would still be a shortfall 
between total production and estimated 
demand of 140,000 tonnes, we arc told. 

The LIL plant is designed to produce 
164,(X)0 tonnes of lube oil base stocks 
per year, most of wiiich are motor oil 
base stocks, /.e., of a relatively high 
viscosity. There are three streams of 
motor oils and three of industrial oil, 
besides the transformer oil stream. Five 
processes—a series of blocked opera¬ 
tions—are involved in the making of 
these base stocks—vacuum distillation, 
solvent extraction, hydrofining, acid 
treating and dewaxing—and there are 
corresponding unils-^---vacuum pipc.still. 
phenolfincr, industrial oil hydrofiner, 
hydrogen and propane dewaxing -be¬ 
sides storage and shipping facilities. A 
notable feature is that the entire plant 
operations arc controlled from a single, 
compact and centralised control room. 

The LIL has an allogethcr new orga¬ 
nisational structure. This is based on the 
concept of ‘‘polyvalence”, which aims 
at developing and training technicians 
to handle all jobs pertaining to all 
skills, such as those related to instru¬ 
mentation, welding, electrical machines, 
process operations and so on. Each 
one of the 120 men who will run the 
LIL plant has had training in every one 
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of the operations of the plant, so that no 
operation need be handicapped if and 
when the person in charge of any parti¬ 
cular oi>eration is absent or othei^viso 
engaged. In a highly labour-intensive 
undertaking such as this, this arrange¬ 
ment is perhaps essential. 

On the present basis of working, Lube 
India is expected to save Rs 6.3 crores 
pery year in foreign exchange* which 
is not inconsiderable. But there are 
doubts as to whether this estimate would 
continue to hold good, especially if the 
Government of India were to insist on 
the use of its new favourite—‘the Rustom 
crude. Now, according to those who 
know, there are three varicticsof crude: 
good, not so good, and not good 
at all. A particular variety may be good 
for a particular plant or a ^iven process, 
inasmuch as these sophisticated lube 
plants arc designed to suit a given pro- 
ccs.s and after taking into account a 
given variety of crude. For instance, 
the Lube India plant is designed to 
operate on Arabian crude, which is the 
oldest crude in use. Another crude — 
Iranian crude— is also being producetl 
for the past 20 or 25 years, but, even if 
this crude is used in Trombay, accord¬ 
ing to Mr Gray, it would result in a loss 
in capacity of 30 percent, besides entail¬ 
ing additional equipment costing appro¬ 
ximately another million dollars. As for 
Ruslom crude which the Government 
of India is .said to be keen on patronis¬ 
ing, nobody seems to know much, inas¬ 
much as it is a newly discovered crude 
and has been hardly used even for gaso¬ 
lene. Not until laboratory tests and 
tests on a pilot plant are made can one 
form any opinion about its suitability 
and the economics thereof. 

Meanwhile, there would appear to 
be urgent need for some Ihou^t being 
bestowed on the size of lubricating oil 
units to be set up in this country. As no¬ 
ted earlier, the largest size of the units 
in India, both of those already commis¬ 
sioned and of those to be, is no more 
than 3,800 barrels per day, as contrast¬ 
ed with Esso's major lube projects, each 
of whose capacity is around 50,000 bar¬ 
rels per day. Of course, thi.s size has been 
attained over 40-50 years. Moreover, 
the availability of crude also determines 
the size of lube plants. Unlike India, 
America is not short of assured supplies 
of refined crude. In view of this, what is 
denied to us by way of economy of size 
should at least be sought to be made 
good by other economies, such as those 
that could be expected from quality and 
price. Unfortunately it is precisely here 
that the powers that be seem to be 
dragging their feet. 


On page 135 of ‘Eastern Economist’ dated 
January 23, 1970, in the article ‘Frankly 
Speaking*, in the sixth line, please, read Prof. 
John Hicks instead of Prof. Arnold Hicks. 
The error is regretted. 
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Advertitement 


THE DANGER AHEAD 

C- RAJAGOPALACHARI 


The famous non-alignmcnl policy 
of India is in rags. Here is how the 
New York Times columnist Sydney 
Schanberg describes il* In matters of 
this nature, the impression we give to 
other nations is more important than 
what we may have in the secret of our 
hearts. 

India's policy of non-alignment has 
come to mean a policy wjth a pro- 
Soviet anii-Wcst bias. For example, 
last year despite pressure from 
members of parliament, Mrs. Gandhi 
refused to condemn Moscow for its 
invasion of Czechoslovakia. More 
recently India has been talking about 
establishing full diplomatic relations 
with East Germany and North 
Vietnam. A delegation from the 
National Liberation Front (the Com¬ 
munist Vietcong) is touring India 
at the invilalion of the Government. 

What leads the Union Government 
of India to prefer close association with 
Soviet Russia to friendly links with 
America, no one who is interested in the 
welfare and freedom of the Indian 
people can guess. Close association 
with Russia is more or less to be the 
road leading lo satellitism within the 
Soviet imperial domain. And we know 
what that means. Soviet Russia has 
not left matters in doubt. The Bresh- 
nev doctrine and the treatment Cze¬ 
choslovakia and Hungary received stare 
m in the face. We have practically 
broken irretrievably from the U.S.A. 

As regards internal policies, we have 
enough indications as to what is in 
store for the people engaged in industrial 
production. Whatever convictions the 


Premier may nourish in her heart, it is 
clear that she is a prisoner held by 
scheming communists and immature 
extremists. She will be forced lo obey 
those who give her the marginal support 
she needs to continue in office. Convic¬ 
tions yield to expediency when one is 
governed by desires which one is not 
able to control and reject as inconsis¬ 
tent with the great trust one has shoul¬ 
dered or rather inherited. 

The paradox of a small group dictat¬ 
ing what the government must do, as 
the elephant is led by the mahout sitting 
on its neck, is in operation. 

We know, then, what the future of 
India's economy w'ill be: Slogans in¬ 
stead of-realities, socialistic exhibition¬ 
ism without the prerequisite of increased 
and sustained production, and possibili¬ 
ties of getting free of our himalayan 
indcblednc.ss shut out. 

As for the administration, the signs 
and portents are clear enough for us to 
expect accelerated deterioration in the 
efficiency of officials and the dis¬ 
appearance of official discretion by 
reason of increased politicalization of 
officials. Democracy with all the handi¬ 
caps which an ill-informed electorate 
gulled by demagogues creates, is ren¬ 
dered tolerable through the warnings 
and sound judgement which executive 
officials help ministers with. If this 
help is deliberately thrown away in the 
name of popular government, demo¬ 
cracy will move nearer and nearer to 
misrule and chaos. The con^rvative 
principles that guide the British parlia¬ 
mentary regime and which make demo¬ 
cracy work in cooperation with an 


experienced corps of officials, are all- 
important for efficient and well-ordered 
democracy as distinguished from the 
one-party rule that prevails in totali¬ 
tarian States. 

The question is urgent. We must now 
remove the dangers if we desire to be 
a free people in the real sense of the 
term. If we arc apathetic and do not 
avail ourselves of the opportunities now 
presented lo get the present Prime 
Minister replaced by a better and more 
dependable person, the nation’s future 
is gloomy. 

There is a tide in the affairs of men 
Which taken at the flood, 
leads on to fortune; 

Omitted, all the voyage of their 
life 

Is bound in shallows and in miseries. 

I repeat what I wrote a week ago. 
Wc are now in the valley of Decision. 
We must decide now whether we shall 
continue to live under liberty as free 
citizens, or exchange our condition for a 
regimented life as serfs and tools of an 
immature dictatorship. No one can 
plead that he is not a politician and he is 
not concerned and will look after his 
private affairs and leave politics lo politi¬ 
cians. Private affairs become public 
affairs under the dictatorship which is 
in the offing. No man or woman can 
escape from the duly of making a decK 
sion as to what kind of rule we desire 
lo prevail in our country. Indifference- 
to this paramount issue is just as deadly 
to our freedom as the outright accep¬ 
tance of a communist dictatorship. 

Reproduced Xroni ttie blest bsoe of 
^Swarg^a’ 
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Privy Purses and Privileges 

DR A. APPADORAI 


According to authoritative reports (/) 
a Constitution amending bill is propos¬ 
ed to be introduced in the budget ses¬ 
sion of Parliament to do away with the 
privy purses and privileges of princes 
which were guaranteed to them at the 
time of their accession to the Indian 
Union, and (ii) allowances will be pro¬ 
vided for some two decades to enable 
the princes affected by the Bill to adjust 
themselves to the cliange. Since the Bill 
is yet to be introduced, there is still 
some time for a fresh look at the pro¬ 
blem and for public opinion to expres.^ 
kself: 

It must be admitted, first, that in the 
two decades since India became inde¬ 
pendent there has been an emerging 
demand as crystallised in the resolu¬ 
tions passed at Ahmedabad (Organiza¬ 
tion Congress) and Bombay (Ruling 
Congress) in favour of the abolition ; 
the continuance of the purses and pri¬ 
vileges is considered an anachronism 
in an emerging democratic and socialist 
state. 

Social Purpose 

Privileges and inequalities in a 
democratic society must be justified by 
the social purpose they fulfil; to permit 
a select few to enjoy tax-free privy pur¬ 
ses and feudal privileges, when millions 
do not even have the basic minimum, 
without the fulfilment of a correspond¬ 
ing social function, is immoral. It was in 
recognition of the growth of such a 
demand thai Jawaharlal Nehru himself 
wrote to princes with a purse of over a 
lakh of rupees, thus beginning the pro¬ 
cess of negotiation, and (if reports are 
true) the response was not dishearten¬ 
ing. But for some unknown reason the 
process was not continued. Later, talks 
were set afoot with the Concord of 
Princes, and apparently the talks did 
not result in a satisfactory response 
from the government’s point of view. A 
unilateral abrogation of contracts, or 
political settlements, as Mr Chavan 
would call them—for a constitutional 
amendment is nothing but a unilateral 
abrogation—is thus proposed? 

The question thus arises: Is this tjic 
best way of meeting the situation, 
admitting, as I said, that the anachro¬ 
nism must be removed. 

Two points must be made. First, the 
number of beneficiaries involved, and 
the sums promised are not substantial, 
nor the privileges continued to be en¬ 


joyed important enough to he worth 
a unilateral abrogation. 

The sums given as privy purses range 
in the original contract froni Rs 50 
lakhs to a few hundred rupees, the ceil¬ 
ing for the progeny being fixed at Rs 10 
lakhs. The number of states whose 
rulers enjoyed a purse of over a lakh of 
rupees was not large. The total sum 
disbursed as privy purses is less than R-^ 
5 crores. 

The Piivileges Enjoyed 

I'he list of privileges enjoyed by the 
princes includes the following: Permis¬ 
sion of the (fovernment of India is 
necessary foi filing a civil suit against 
them, and they cannot be arrested on 
criminal charges, without the union 
government’s permission; free medical 
attendance and treatment in govern¬ 
ment hospitals to the rulers and their 
families; the requisition or acquisition 
of properties used for residential pur¬ 
poses of the rulers cannot be alTected 
without their consent or without pay¬ 
ment of a reasonable compensation; 
articles intended for the pcraonal use 
of several rulers are exempt from cus¬ 
toms duty, the excise duty payable on 
petrol piircha^d by them is refunded 
to them; the right to fly their own flags 
on personal residences, cars and aero¬ 
planes; armed guard at Ihcir ofiicial 
residence; permission to possess 
weapons and purchase ammunition 
without licences; and protection of 
llxcir fishing and shooting rights. 

Second, a unilateral abrogation is 
clearly a breach of faith. That was the 
view of Sardar Patel, whqse wise handl¬ 
ing of the problem brought about the 
bloodless revolution of the geographic, 
political and economic unification of 
India which for centuries had remained 
a distant dream. 

Speaking in the Constituent Assem¬ 
bly, the Sardar said that the settlement 
of privy purses was in the nature of a 
consideration for the surrender by the 
rulers of all ruling powers, as also for 
the dissolution of the states as separate 
units. He added : “The capacity for mis¬ 
chief and trouble on the part of rulers, 
if the settlement with them would not 
have been reached on a negotiated basis, 
was far greater than could be imagined 
at this stage. Let us do justice to them; 
let us place ourselves in their position 
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and then assess (he value of their sacri¬ 
fice. The rulers have now discharged 
their part of the obligation by trans¬ 
ferring all ruling powers and by agree¬ 
ing to the imegration of their slates. 
The main part of our obligation under 
these agreemenls is to ensure that the 
guarantees given by us in respect of 
privy purses arc fully implemented. Our 
failure to do so would be a breach of 
faith.*’ The Sardar’s view was embodied 
in the following Articles of the Constitu¬ 
tion. 

291. Privy Purse Sums of Rulers.. 

Where under any covenant or agree¬ 
ment entered into by the Ruler by any 
Indian Stale before the commencement 
of this Constitution, the payment of any 
sums, free of tax, has been guaranteed 
or assured by the Government of Uic 
l3ominion of India to any Ruler of such 
State as privy purse - 

(a) such sums shall be charged on, 
and paid out of, the Consolida¬ 
ted l und of India; and 

(/?) the sums so paid to any Ruler 
shall be exempt fiom all taxes on 
income. 

362. Rights and Privileges of Rulers 
of Indian States. In the exorcise of the 
power of Parliament or of the Legis¬ 
lature of Stale to make laws or in the 
exercise of the executive power of the 
Union or of a State, due regard shall be 
had to the guarantee or assurance given 
under any such covenant or agreement 
as is reterred to in Article 291 with 
respect to the personal rights, privileges 
and dignities of the Ruler of an Indian 
State. 

People's Confidence 

Is it wise, it may legitimately be ask¬ 
ed, for a government which has entered 
into an agreement with another party to 
repudiate its part of the agreement uni¬ 
laterally? For, let it not be forgotten, 
that a government depends for its 
strength not only upon the power it 
wields but also the confidence which 
people have in its willingness to honour 
its word. Gandhi equated means and 
ends; in bis centenary year, the govern¬ 
ment should think a hundred times 
before itresorts to a “breach of faith”, 
to use Sardar’s expression. 

Ill view of these two considerations, 
would it not be wiser, even at this stage 
to accept the offer of voluntary adjust¬ 
ments in privy purses reported to have 
been made by representatives of the 
Concord of Princes at their recent meet¬ 
ing with the union Home Minister? It 
is true; that (/) in view of the constitu¬ 
tional provision that neither the Supre¬ 
me Court nor any other court shall have 
jurisdiction in any dispute arising out 



174 

of any provision of a treaty, agreement, 
covenant, engagement, sanq^ or other 
similar instrument which was^^entered 
into or executed. - .by any Ruler of an 
Indian State and to which the govern¬ 
ment of the Dominion of India or any 
of its predecessor governments was a 
a party.. . .etc. * legal action by the 
princes in Courts may not be sustain¬ 
able; and (/7) it will be too theoretic a 
question for the princes to repudiate 
their part of the agreement and to revert 
to their independent status which they 
acquired on the lapse of paramountcy 
at the time of the transfer of power. 
But the inability of the princes to take 
any action in the circumstances is not a 
justification for insisting on the repudia¬ 
tion of an agreement through an amend¬ 
ment of the Constitution when the offer 
of voluntary adjustments—though 
somewhat late on account of the re¬ 
ported approval of the cabinet to the 
introduction of the Constitution 
Amendment Bill—has shown as honour¬ 
able way out. Tn any case it is not loo 
late. In The Story of the Integration of 


The sfcret of American banks wrest 
ing sizable business from European 
banks in the face of domestic competi¬ 
tion is said to be their ability and drive 
to finance export business with the help 
of their wide range of contacts and in¬ 
formation. The challenge of financing 
more formidable and risky export pro¬ 
jects, beyond the individual capacity 
of an American bank, has even encour¬ 
aged them to form a consortium as is 
evident from a recent decision of a 
group of 40 US banks to set up a 
lOO-million private company to 
finance exports of such items as jet air¬ 
craft, jointly with the Export-Import 
Bank in Washington. One of the US 
banks—First National Bank of Boston 
—has very recently secured fiiumcing 
and developing a port in Yugoslavia 
for the first time in the history of US 
banks. The British bunks, perhaps as a 
result of the impact of tliesc American 
banks, are now increasingly anxious to 
enter the international field of finance 
and are also keen to use the American 
teohnicj[Ues in respect of developing 
countries. The Chartered Bank in India 
started an international banking 
division last year and the National and 
Grindlays Bank Limited has also open¬ 
ed a merchant banking division. The 
latter barft: seems to be Keen to develop 
this department as recently Lord Alding¬ 
ton, the .Chairman of National and 
Grindlays Bank, visited this country to 
examine various possibilities of assis¬ 
ting our exporters through this division. 
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the Indian States,^ V.P. Menon wrote in 
1955 : 

“They (the princes) are now bereft 
of any bargaining power. Because a 
creditor is too weak or poor to en¬ 
force his rights, a debtor should not, 
in honour, refuse to discharge his 
debt. As an honourable party to an 
agreement, we cannot take the stand 
that we shall accept only that part of 
the settlement which confers rights on 
us, and repudiate or whittle down that 
part which defines our obligations. 
As a nation aspiring to give a moral 
lead to the world, let it not be said of 
us that wc know the ‘price of every¬ 
thing and the value of nothing’.” 

These arc wise words and the govern¬ 
ment will do well to accept the offer of 
voluntary adjustments and not to pro¬ 
ceed with the introduction of the 
Constitution Amendment Bill. The ob¬ 
ject will be achieved, and there will be 
no breach of faith. 

♦ Article 363. 
t p. 488. 


Besides, the bank’s manager of this 
department is at present touring some 
foreign countries to meet potential buy¬ 
ers of Indian goods. 

Further, the proposal of the Inter¬ 
national Finance Corporation to set up 
a full-fledged merchant bank for India 
in Calcutta, received spontaneous res¬ 
ponse both from the industrialist- 
exporters and some of the Indian banks. 
The then Finance Minister, Mr Morarji 
Desai, also welcomed this project as 
such a merchant bank, though its func¬ 
tion may overlap to some extent with 
those of tcrm-finanching institutions 
such as TFC and commercal banks, 
would strengthen the existing network 
of institutions by providing project or 
export finance and other services 
through its foreign resources and 
contacts. 

It is pertinent to note here for the 
benefit of those interested in the history 
of banking industry that similar atte¬ 
mpts to establish such banks were made 
in the last century, but such proposals 
were stalled by the steep opposition of 
exchange banks already operating in 
the country. In order to protect the 
interests of the excharae banks, by 
avoiding competition With them, the 
Presidency Banks’ Act of 1826 regula¬ 
ted and restricted the business of the 
presidency banks, which were prohibit¬ 
ed from transacting foreign exchange 
and remittance business between India 
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and the overseas countries. Thoi^ no 
such legal restrictions prevailed in res¬ 
pect of the joint stock banks they did 
not enter into the field of foreign 
exchange in the face of keen comf^ti- 
tion from the exchange banks. Besides 
the close relations between the agency 
houses, that managed the exchange 
banks, and the East India Company 
served as a handicap against any Indian 
bank in undertaking this business. 

In order to serve as a link between 
foreign banks and Indian business, the 
first proposal for the incorporation in 
London of an Anglo-Indian bank^ nam¬ 
ed the Bank of India was made in 1836 
after the agency houses had all come 
to grief in 1830. It was proposed that 
this new bank should do all banking 
business for the government and also 
foreign exchange business. In view of 
the opposition of agency houses and the 
Bank of Bengal, the charter was refus¬ 
ed to this new bank. Another attempt 
was made in 1840 when the Bank of 
Asia also met with the same fate. Gra¬ 
dually during the present century, the 
cxcluingc banks became less powerful 
in preventing the entry of Indian banks 
into the realm of export-finance, with 
the result that many scheduled com¬ 
mercial banks not only opened their 
branches in foreign countries such as 
Britain, Japan and Africa but also set 
up foreign exchange departments and 
very recently foreign exchange develop¬ 
ment departments. 


Important Issue 

The recent announcement of the State 
Bank of India of starting an, inter¬ 
national division well-equipped to offer 
comprehensive service of planning and 
development of foreign exchange busi¬ 
ness has raised an important issue as to 
whether the other nationalised bauKs 
should undertake merchant banking 
functions. Betore going into this pro¬ 
blem, it is necessary to analyse mer¬ 
chant banking functions. Traditionally 
merchant banks in Britain constituted 
accepting houses and their main busi¬ 
ness was concerned with acceptance 
credit for financiiig international trade 
and the raising of loans for overseas 
borrowers by new capital issues. But 
today the term ‘merchant bank’ has be¬ 
come widespread to embrace a wide 
range of activities Apart from engag¬ 
ing in domestic finance, these bante in 
Britain extend legal advice, prepare 
schemes of amalgamations and take¬ 
overs, investment advice, hire-purchase 
and leasing finance, factoring business, 
consultancy services, etc. These banks 
have no longer remained only financial 
institutions but are being developed on 
the pattern of “departmental stores” 
where the customer mice he enters oould 
avail of all services.These banks through 


Merchant Banking 

SUHAS JOSHI 
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their correspondents abroad and re¬ 
search departments at home are equip¬ 
ped to appraise trade and business cli¬ 
mate of different countries and provide 
qualified guidance on joint ventures, 
obtain credit information on foreign 
merchants, provide technical guidance 
on documentation, regulations and 
finance. They help to raise funds in 
foreign markets and provide sterling 
and Euro-doUar loans. 

The issue of allowing the Indian 
commercial banks to undertake mer¬ 
chant banking functions in view of the 
new role assigned to these banks in 
respect of the priority sectors that in¬ 
clude export promotion, is intimately 
linked with the problem of maintaining 
competition among these banking units 
in respect of foreign business. It is 
therefore necessary to consider whether 
any functional regrouping is possible to 
cater to the credit needs of the foreign 
trade. 

It is argued that competition is 
quite essential to improve the effi¬ 
ciency of banking operations. But vari¬ 
ous surveys carried out particularly in 
America point out that banks gmerally 
do not like to engage themselves in 
price competition and hence the asso¬ 
ciations of banks have devised ways 
and means of curbing competition 
among the member-banks. Price com¬ 
petition virtually does not exist in bank¬ 
ing industry and moreover the central 
banks try to regulate competitive forces 
as otherwise unbridled competition 
would invite banking disasters. 

Wasteful Expenditure 

Though some form of competition is 
essential for effective deposit mobilisa¬ 
tion, for inculcating banking habit, 
such a competition is likely to result in 
wasteful expenditure in respect of 
foreign business. Engaging in inter¬ 
national field of finance presupposes a 
good network of foreign branches at 
least in world financial markets, and it 
is beyond the individual capacity of a 
bank to maintain such a network of 
branches in foreign countries. In fact, 
Indian banks’ foreign branches are 
either being taken over or more restric¬ 
tions have been imposed on them by 
turning them into subsidiai^ companies 
as a result of the surging tide of, social¬ 
ism in many countries such as Tanza¬ 
nia, Libya, Aden, Uganda, Nigeria, 
etc. 

It is, therefore, essential to establish 
a separate institution—like an Export- 
Import Bank—to manage the foreign 
branches of these banks. Though a 
committee has been set up to examine 
this issue, official opinion seems to be to 
establish two such institutions—one for 


managing 11 branches in Malaysia and 
the other for the remaining 47 branches 
operating in other foreign countries. 

Such a specialised institution for deal¬ 
ing in foreign exchange business is like¬ 
ly to avail of the economies of scale and 
could also be more efficient than the 
individual bank, ensuring optimum uti¬ 
lisation of foreign resources. Another 
advantJige of this institution is that it 
can bring together the intimate and 
specialistd knowledge of each bank, 
as it could draw upon the personnel of 
foreign exchange departments and 
foreign branches of these banks. Third¬ 
ly, such an institution can function 
more intimately with such government 
institutions as STC and MMTC which 
are engaged in export promotion. Fur¬ 
ther, it is possible for this institu¬ 
tion to take over the function of the 
IDBt, which liiis started aiding manu¬ 


facturer-exporters on the lines of the 
Exim Bank, or can draw upon the expe¬ 
rience of National Industrial Develop¬ 
ment Corporation, which has rendered 
consultant engineering services cffect- 
tively through its Technological Con- 
su^Uincy Bureau during the past nine 
years. 

The dissociation of loreign exchange 
business fioin the nationalised banks 
might slightly effect their profitabilty 
but this would give them much elbow- 
room to concentrate on domestic Unc¬ 
tions such as deposit mobilisation and 
domestic finance. Undertaking merchant 
banking functions by every nationalised 
bank at the present juncture would re¬ 
sult in dissipation of their energies over 
a wider field of activities, stiaining 
their resources both financial and man¬ 
power and would distract them 
iVoin the new domestic responsibilities. 


Promoting Soya Beans 

S. SHARMA 


Soya bi an is the seed of a leguminous 
plant grown extensively in temperate 
zones with a hot and damp summer. It 
is a member of the ‘peas family’ and 
finds mention among beans and pulses. 

Soya beans have a low oil content in 
comparison with other oilseeds. The 
averagj^ extraction rate in the USA, the 
largest world producer, is about 18 per 
cent compared with over 40 per cent 
for groundnuts and 64 per cent for copra. 
On the other hand, they are very 
rich in protein containing usually 
40 per cent or more of this consti¬ 
tuent on a moislurC'free basis. Taking 
the world as a whole, its oil is the largest 
single source of edible vegetable oils 
and accounts for about a quarter of all 
edible vegetable oils supplies. Soya 
bean cake and meal is the principal 
high protein oil-cake for feeding the 
livestock and is nearly half by volume 
of all oil-cakc supplies. It has a dis¬ 
tinctly higher biological value than that 
of other oil-cakes and is of particular 
importance in the feeding of pig and 
poultry. 

Soya beans, processed by traditional 
method of fermentation, have been 
consumed for centuries in eastern Asia, 
from where they originated. Only during 
this century they have become impor¬ 
tant as a source of vegetable oils and 
meats and their use for this purpo.se has 
expanded to the rest of the world. 
Now-a-days, taking the world as a 
whole, demand for soya beans for direct 
consumption, although still substantia] 
in some countries, is much smaller than 
for crushing. Soya bean meal is used 
as a concentrate for animal feed and this 


is as high as 96 per cent of the total 
production in the USA. In east Asia, 
soya bean serves the purpose of jfbod 
both for human beings and animals. 
The bean is cither pre-digested with 
moulds or extracted for milk which may 
be used as such or processed in diffe¬ 
rent ways. The residue is fed to ani¬ 
mals. The main uses of soya bean oil 
after refining, bleaching and deodorisa- 
tion and partial hydrogenation are in 
the manufacture of margarines and 
shortings. The unhydrogenated oil is 
also used in blending with other oils 
but its tendency to revert when exposed 
to air or high temperature had severely 
limited its use. It is also consumed in 
the form of salad or cooking oil, al¬ 
though the proportion of soya bean oil 
going in the manufacture of edible fats 
for consumption as salad or cooking 
meals varies from country to country 
according to different eating habits. 
Soyabean oil is also used extensively 
in the manufacture of drying oil pro¬ 
ducts, paints and varnishes, resins and 
plastics. In India and Pakistan, soya¬ 
bean oil is used to a large extent in the 
manufacture of vanaspali. In all the.se 
uses, soya bean oil competes with all 
edible/soap fats and oils excluding un¬ 
edible tallow. 

The relative importance of the twe 
products obtained from crushing soyt 
beans, v/z., soya bean oil and soya bear 
meal has changed over the years 
Between the two world wars, soya beai 
oil was the more important of the lw< 
products. World demand for fats am 
oils was expanding rapidly along witl 
population growth and improved stan 
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dards of living, while demand for oil 
cakes and meals was developing rabre 
slowly a'i the animal feed suiff industry 
w^as still in its infancy. Under these 
circumslances. soya bean was in an 
unfavourable position relative \o most 
other oilseeds owing to its low oil 
content and indeed world production 
stagnated at around 12 million tons 
per annum while oilseeds with a 
higher oil content showed substantial 
increases. 

The situation changed after World 
War II. As a result of the rapid expan¬ 
sion of the livestock ind-istry and 
the improvement in feeding practices 
which began in the United States and 
spread to western fiuropc and Japan, 
demand for oil cakcis as high-protein 
feed increased sharply and much more 
rapidly than demand for fats and oils. 
Soya beans, with their high cake con¬ 
tents. were, therelbre, well-placed to 
meet this rapid increase in demand for 
high protein feeds. This helped to sti¬ 
mulate soya bean production which has 
currently reached 41 million tons and 
rcpresciUs a three-fold increase during 
the past three decades. Production of 
the other major oilseeds increased much 
more slowly in the same period, varying 
from 50 per cent lo 70 per cent. 

World Production 

The world production of .soya be in 
went up from about 16 million tonnc.s in 
1948-52 to 41 million tonnes during 
1967-68. The USA and China between 
them account for over 90 per cent of 
w'orld production of soya bean, while 
output in other countries is relatively 
small. The crop is also important in 
Canada, Brazil, Indonesia, Japan and 
the Soviet Union. In Indonesia and 
Japan, it is mainly consumed directly, 
although Japan is a major importer 
of foreign beans for crushing. During 
1967, the production of soya beans in 
the USA was reported to be as much 
as?6.5 million tonnes. Official estimates 
of area and production for China arc 
not available. However, according to 
unoflicial estimates, the production of 
soya Kans in China was estimated 
at about 12 million tonnes in 1967-68 
(preliminary) constituting about 29 per 
cent of world output. 

Per hectare yield of soya bean varies 
from country to country and also 
from season to season. Generally, the 
yield is found to be the least in China 
(800 k^g.) and the highest in Canada 
(2,000 kg). In the USA, the world's 
largest producer of soya beans, the 
yields have varied in recent years from 
1500 kg to 1700 kg. 

World exports of soya beans and soya 
bean oil have shown a steady increase 
during the last decade. Exports of soya 
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beans (oil basis) moved up from 4.8 
lakh tonnes in 1955 to 13 lakh tonnes in 
1967. Oil exports during the same 
period rose from 0*6 lakh tonnes lo 
5.7 lakh tonnes. The USA accounts 
for the bulk of the exports of soya 
b-an oil. The export market for 
the US soya bean oil is basically 
different from that for soya beans. 
Western Europe, (Tanada and Japan 
generally prefer to import soya beans 
only. These countries employ domestic 
crushing capacity and, in addition 
to oil, obtain valuable soya bean meal. 
They also sometimes export surplus 
oil from their own crushing operations. 
In the USA, the crushing of soya beans 
has increased rapidly in recent years. 
In 1967, the production of soya bean 
oil in USA was about 6.8 billion pounds 
(3.0 million tonnes) as against 2.6 
billion pounds (1.2 rnilliorrionnes) in 
1951. Although domestic market in the 
USA absorbs a large part of the oil 
produced, there is a growing surplus 
which docs not rapidly get disposed of 
through normal export channels. For 
this reason, a considerable part of oil 
exports moves under Title f of PL-480, 
the main recipient being Pakistan, Tur¬ 
key. Egypt, Morocco, Tunisia and, of 
late, India. However, despite PL-480, 
shipments, the heavy crushings in the 
USA have resulted in a considerable 
rise in oil stocks. During 1967, the 
carry-over stock of soya bean oil in that 
country v/as estimated at 500 million 
pounds. 

Easy Extraction 

The crude oil from soya bean seeds 
is obtained by pressing or through 
solvent extraction methods. Of all 
the oilseeds, soya beans are solvent 
extracted most easily. Jn the USA, 
about 90 per cent of the soya beans arc 
solvent extracted. Solvent extraction 
completely supplants mechanical ex¬ 
pression for large scale recovery of oil 
from soya beans. Previously, soya beans 
were seldom decorticated before pro¬ 
cessing (except where the meal 
was destined for human consumption) 
because of mechanical difficulties and 
because the hull constitutes but a small 
part of the seed (7 per cent) and is re¬ 
latively non-absorbent. Today dchulling 
has become increasingly common to 
produce low fibre meal. While extrac¬ 
tion with solvents constitutes the most 
efficient method for the recovery of oil 
from any oil-bearing material, it is rela¬ 
tively ad\ antageous in the processing of 
seeds or other material low in oil. The 
minimum oil-content to which oil-cake 
can be reduced by mcchanicai ex¬ 
pression is approximately the same 
for all oils, /.c., about 2-3 per cent 
when pressed with high pressure ex- 
pcllers and about 6-8 per cent when 
pressed with low pressure cxpcllers. 
Consequently, the oil unrecoverable by 
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mechanical expression in terms of per¬ 
centage of total oils increases progres¬ 
sively as the oil content of the see(^ 
decreases. By ‘prepressing’ the seed 
in low pressure expeller, it is possible 
subsequently to solvent extract high oil 
content seeds that are difficult to handle 
in their original form in conventional 
equipment. In India, this practice 
is prevailing as in some European 
countries for oilseeds such as groundnut, 
cotton seed etc. In Europe it is the 
general practice to extract whole soya 
beans. 

Soya bean is cultivated in our coim- 
tiy in the northern hill regions from 
Kashmir to Nagaland, primarily for 
local consumption as a kharif crop. An 
acf hoc estimate framed in 1958 put the 
area under soya bean at 43 thousand 
acres with a production of nearly 6 
thousand tonnes. The production and 
area figures of .soya bean for the subse¬ 
quent years are not available. But 
it can be safely assumed that the area 
would not have changed much. 

Various Uses 

The various uses to which soya bean 
products can be put have already been 
indicated. In our country the demand 
for soya bean arises from the follovs'ing 
uses; 

(i) Soya milk can be prepared as an 
infant food. It lacks calcium, vitamins 
and lactos but can be made nutritive b> 
fortifying it with the elements it lacks. 
Work done on soya bean milk and 
milk products at the Indian Institute 
of Science, Bangalore, has indica¬ 
ted that curd can also be prepared 
from soya milk in the same manner 
as from cow milk. The soya milk 
forms a sweeter curd than cow 
milk. Soya milk is also made into a 
kind of cheese called ‘tofu’ in China and 
Japan. Tofu is described in the east 
Asian countries as ‘meat without bones'. 

(ii) In the USA and some other coun¬ 
tries, methods have been devised for 
mechanical processing of soya bean on 
an industrial scale for eliminating its dis¬ 
agreeable flavour* Soya bean flour is 
mixed with other flours for the manu¬ 
facture of biscuits, bread and allied pro¬ 
ducts. This can also be tried in our 
country, 

(iii) Demand for soya bean oil has 
increased in this country in recent 
years, particularly for the manufacture 
of vanaspati. In 1961, about three 
thousand tonnes of soya bean oil was 
imported into India for the first time on 
an experimental basis. It was success¬ 
fully processed into vanaspati with the 
technical assistance of the Soya Bean 
Council of America. Since then, vanas¬ 
pati industry has been interested in using 
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«oya bean oil. Since Sejptember 1966, 
import of soya bean oil from the USA 
under PL-4W is being made by the 
^te Trading Corporation of India. 
Outing l967-<w, 32,000 tonnes of soya 
bean oil was imported. With the in¬ 
crease in the import of soya bean oil, the 
percentage of this oil in the manufacture 
of vanaspati has gone up from 0 7 per 
cent in \%\ to 19.2 percent in 1967. 

(iv) For meeting the feeding needs 
of milch cattle and poultry, soya bean 
cake is very nutritious. Soya bean meal 
is reported to have augmented milk 
production in milch cattle in the USA. 

(v; There has been significant demand 
in our country for soya meal and oil 
which are important raw materials in 
the manufacture of antibiotics such as 
penicillin, streptomycin, etc. 

(vi) High protein food manufacturing 
industries have also put forward their 
4emand for soya beans. 

leading Role 

The experimental station at the UP 
Agricultural University, Pant Nagar, 
has played a leading role in the soya 
bean improvement programme. A 
special centre for soya beans improve¬ 
ment work has been set up in this uni¬ 
versity in collaboration with Jawaharlal 
Nehru Krishi Vidyalaya, Jabalpur, and 
the University of Illinois and is par¬ 
tially financed by the Indian Council 
of Agricultural Research. Large varie¬ 
ties of soya beans imported from the 
USA have been tested here along with 
the local varieties. The experimental 
station on the basis of experi¬ 
ments has also recommended certain 
agronomic practices, seed treatment 
etc., and has done useful work on the 
development of machinery for mechani¬ 
sing soya bean cultivation. It has also 
developed soya bean threshers. 

. On the basis of experimental data 
available, two varieties, namely, Clarke 
65 and Bragg, were picked up for large- 
scale multiplication in terai areas of 
UP to make up the deficiency of the 
seed. The National Seeds Corporation 
has also undertaken sucwssfblly seed 
multiplication of the available limited 
stocks. 

Under the Co-ordinated Soya Bean 
Research Programme, it is reported that 
diversi$cation aS soya bean cultivation 
is possible over large areas of the 
country. The suitability of hill areas 
and terai areas for soya bean, cultiva¬ 
tion is already well-established. New 
Varieties have,also been located which 
can' ht successfully grown in Mahara¬ 
shtra, Gujarat, Andhrd Pradesh, 
Mysore, Madhya Pradesh, etc. There 
is a keen demaad from growers in these 


areas. The expansion of demand for quantities of sedd will become available 

soya bean will ultimately determine during 1969-70 and onwards and there 

the extent to which the production will no difficulty, in the availability 

will have to Yk expanded in suitable of soya bean seed. Soya bean is a self- 

areas and diversification of varieties pollinated crop and the maintenance of 

will be explored accordingly. Out seed stocks as such will pose no special 

of old varieties. Punjab-1 may be problems. Also, there will be natural 

grown in Kangra district of Hima- spread to a large extent if the demand for 

chal Pradesh and Typc-49 in UP soya bean expands, 

hill areas. Clarke-63 and Bragg are the 

two suitable varieties for the northern A number of solvent extraction plants 
India plains. The following four varie- are already available and arc spread in 

ties from the USA have been introduced ditfereni areas. As such, no ditficulty 

for diversifying the following varietal is envisaged in the processing of soya 

pattern; beans. This will, however, involve the 

problem of organising the processing 

1. Improved pali- s For northern plains of soya beans in selected plants by cn- 

can [ upto central suring proper hygienic conditions so 

2. Hardee J India. that cake and meal is good for utili.sa- 

tion. 

3. Lee 1 Hill regions 

4. Hill (Lee for cent ralln- Now that the cultivation of soya beans 

J dia as well). has taken roots in this country, wc have 

to think of introducing certain promo- 
There is good scope for growing tional measures for encouraging its 
soya hern asa mixed crop with mriiz: cultivation. One such measure could 
in the hills and with maize and cotton be the fixation of support price. Wc 
in the plains. With a view to bringing have also to encourage short- 
down the cost of production of soya term crop production loans for soya 
bean, the introduction of mixed cropp- beans production programmes by 
ing in large areas would be recommen- various state governments, through 
ded. different financial agencies, especially 

co-operatives to meet the cost of seed. 
The National Seeds Corporation and bacterial culture, fertilisers and plant 
the UP Agricultural University, Pant protection chemicals, etc. Soya beans 
Nagar, have already taken up a large- could also be included in the National 
scale seed multiplication programme Demonstration Programme in areas 
for soya bean seeds. Already, steps were where multiple cropping is possible, 
taken to import 44 tonnes of seeds The Food Corporation of India could 
of selected varieties from the USA also undertake the marketing and pro- 
during 1968-69. As such, sufficient cessing of soya beans. 

Scientific Storage 

E- B BRAHMANAKAR 

Scientific storagf. and preservation strengthened. The Central Ware- 
of foodgrains would definitely help housing Corporation could confine 
in solving the present acute food prob- itself to securing business from the 
lem by minimising the heavy storage central government. Efforts are to 
losses attendant upon faulty and un- be made to convince the concerned 
scientific storage. A study of ware- departments about entrusting the work 
housing is necessary both as an impor- to the state warehousing corporations. 
tant function of marketing and as a The Food Corporation of India has also 
powerful instrument that could be used undertaken the function of storage, 
to relieve the farmer from distress sell- With a view to avoiding duplication 
ing. of work and possible waste of money 

involved in maintaining separate cstab- 
Storage problems are being handled lishments for fulfilling the same func- 
by various agencies. For example (I; tions, and also to promote the success- 
Central Warehousing Corporation, ful working ofwarehousing, there should 
(2; The state warehousing corporations, be a single organisation in the field 
(i) civil supplies departm^ts, (4; co- of storage and warehousing as state 
operatives, (5) agricultural detriments, transport is in the field of passenger 
(6) Food Corporation of India, and so transport, 
on. Both the state and central govern¬ 
ments can entrust storage problems to When improved farming methods and 
the concerned state watehoosing corpo- a good monsoon combine, food pro- 
rations 80 that duplication of work is duction goes up beyond expectations, 
avoided, as far as jmsstble and hands of Last year, for instance, there was a bum- 
the stnte warehousing corporations are per wheat harvest in the country. As 
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such, lime i$ not far offVhcn the deficit 
states such as Maharashtra* svill be at^ 
most seir-siifficicnt. The surplus states 
may have to find markets very soon 
for their Toodgrains. Four slates— 
Punjab. Andhra Pradesh, Madhya 
Pradesh and Orissa - can well be des¬ 
cribed as the granaries of India on the 
criterion of surplus food production in 
a year of normal production and taking 
all foodgrains together. Four other 
states -- Assam, Haryana, Rajasthan 
and Tamil Nadu can be regarded as 
sclf-siittkient. The rest of the states 
are deficit in food. These assumptions 
arc based on the pattern of distribution 
of foodgrains by the government during 
the last few years. According to an 
official statement the steps now being 
taken by the central and stale govern¬ 
ments are intended to make all states 
self-sufficient but since the crop pattern 
in each slate is determined by many 
factors, it is not expected that every state 
will become self-sufficient. 

Servlcin:* Requirements 

A good crop* to be of economic use, 
demands a number of services, like 
processing facility, adequate storage, 
transport facility and so on. The first 
requirement of a big crop is storage. 
Warehousing capacity has to be increas¬ 
ed and storage made scientific so that 
waste is reduced. Their effective 
functioning is necessary in the national 
interest There has to be greater co¬ 
ordination in the construction and use 
of warehouses by the state governments 
and by the Food Orporation of India 
so that no available storage capacity — 
whether in the public or private sector, 
remains unutilised. There should be 
no unnecessary construction under 
wrong auspices. The policy of construc¬ 
ting big silos near the ports must be re¬ 
considered unless they are also situated 
near big consuming centres. 

Shortagc.s of godown accommoda¬ 
tion must be identified on a regional 
basis. Any delay in arranging for 
suitahL' storage can deprive us of the 
benefits of a good crop. 

Cold storage facilities which arc 
indispensable for highly perishable 
commodities arc badly wanting in our 
country, it is the art of keeping perish- 
jvMc goods for a longer time in refrige¬ 
rated space which is artificially cooled. 
Cold storage facilities are exceedingly im¬ 
portant as an aid to evening out the flow 
of perishable commodities to the mar¬ 
ket. By means of these facilities tempo¬ 
rary gluts arc relieved, thus avoiding 
disastrous dumping, and temporary 
shortage in receipts is rendered less 
acute. Cold storage has widened mar¬ 
kets, developed agricultural communi¬ 
ties, lowered marketing costs, raised 


prices to producers, lowered prices to 
consumers, benefitted health and made 
accessible to the consumer at all 
seasons a vast variety of fruits and vege¬ 
tables Cold storage facilities play an 
important role in the modern way of 
life. Highly perishable commodities 
can be kept in storage >, to hold them 
in good condition on their journey to 
markets. 


Price Variations 

It is common knowledge that owing 
to scarcity of cold storage facilities in 
our country potato which is normally 
cheap in summer becomes dear in 
winter when it is needed for seed pur¬ 
poses. It is only due to scarcity and lack 
of cold storage facilities. In India 
practically no cold storage facilities arc 
available in transporting perishable 
commodities. This was a lacuna in 
the development of cold storage facili¬ 
ties in the country. A good deal re¬ 
mains to be done in this field and it is 
necessary to preserve a greater variety 
of commodities in cold stores. 


Available reports indicate that bet¬ 
ween 195S and 1966 the total cold 
storage capacity in the country increased 
from 77,000 ions to nearly 9,00,000 
tons. The number of cold stores in¬ 
creased from 359 in 1958 to 706 in 1966. 
The country had now 950 cold stores 
with a capacity of 1,2 million tons. The 
usefulness of cold stores had been 
proved in preserving certain perishable 
articles and allowing proper distribution 
throughout the year. But cold stores 
have to increase their usefulness by ex¬ 
tending their services to most perishable 
commodities including fruits, vegetables, 
meat, fish, and dairy products. Cold 
storage facilities on commercial lines 
arc not available in our country owing 
to such factors as high cost, lack of 
technical personnel and electricity. 

The fact of insufficiency of storage 
capacity has been brought home by 
recent experiences in Punjab and 
Haryana, where lack of warehousing 
produced enormous confusion and 
imbalance while there was a 
bumper wheat crop which gave 
rise to a surplus of three million tons. 
The total storage capacity at the dis¬ 
posal of the Punjab and Haryana 
governments and the Food Corpora¬ 
tion of India was no more than half a 
million tonnes. The inevitable (allowed; 
over-crowded warehouses, transport 
botUenccks, distress selling and crashing 
prices which later spread across the en¬ 
tire nothern zone including Uttar 
Pradesh. The dangers it portends for 
the future needs to he noted in advance 
and lessons learnt if similar disaster is 


to be avoided. The adoption of 
modern farming methods and intensive 
cultivation will definitely enhance the 
total production of foodgrains and its 
storage needs to be planned now. 

The existing storage facifities in the 
country are poor. It clearly shows that 
there is tremendous need for the ex¬ 
pansion of the industry in the public, 
private and co-operative sectors. It is 
necessary to have a sustained re¬ 
search programme on improved techni¬ 
ques of food pceservation in food techno¬ 
logy and a co-ordinated approach 
among related interests for the growth 
and expansion of the warehousing 
facilities. 


Problems of Plenty 

An economy of plenty brings its own 
quota of problems and we must make 
haste to tackle them. For, if the culti¬ 
vator finds that after alt the trouble 
he cannot get an adequate return, then 
the new strategy on which such high 
hopes are set will collapse. Scientific 
farming may encounter a permanent set¬ 
back. Farmers must be assured of fair 
price for products. The obvious lesson 
is that the strategy would have to be 
enlarged to lake in not only production, 
which is basic to it, but also storage and 
transport, which now seems essential. 
Thus, warehousing becomes more im¬ 
portant than ever before. The total 
space now available appears to be en¬ 
ough to store about 6.5 million tons. 
This is much Jess than what would be 
needed if food production continues to 
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escalate and we also do not stop 
importing food from the USA. 

Actually* the problem is much more 
than one of mere adequacy. The extra 
capacity we create must answer the 
purpose for which it was meant. We' 
have to build scientific warehouses with 
good material and equipment so that 
what we keep in warehouse is not 
destroyed by moisture or pests. Accor¬ 
ding to one expert committee which 
inquired into the Question, over 7 
million tons of foodgrains is wasted 
every year through storage under primi¬ 
tive conditions. 

It has been pointed out by the Minister 
of Defence Production, Mr L.N. Mishra, 
that by the introduction of scientific 
techniques of stores preservation, it has 
been possible to reduce annual losses 
through deterioration of defence stores 
from Rs 121 lakhs during the decade 
before 1959 to a mere Rs 2 lakhs 
in 1968-69. The Central Warehousing 
Corporation claims to have developed 
a scientific storage facility for jaggery, 
a hygroscopic commodity, with the 
help of special rocks, use of polythene 
film as dunnage and control of moisture. 
The warehousing corporation has 
successfully overcome the problems of 
jaggery storage at Muzaffarnagar in 
Uttar Pradesh. A new Air-1 ndia cargo 
warehouse is under construction near 
its training college at Santa Cruz air¬ 
port, Bombay. It will have arrange¬ 
ments for a complete segregation of out¬ 
going and incoming cargo, and 
hydraulically-operated, special rooms 
for live-stock, and drugs. 

The Central Warehousing Corpora¬ 
tion has set up 120 warehouses at diffe¬ 
rent places in the country with a total 
storage capacity of 11.51 lakh tons 
since it was started in 1967. The pro¬ 
gress made by the CWC is quite re¬ 
markable in spite of various bottle¬ 
necks.* In addition to the CWC, there 
arc 15 state warehousing corporations 
which were, at the end 1968-69, opera¬ 
ting 591 warehouses with a total capa¬ 
city of over 10 lakh ions. 

Co-ordinated Effort 

ft is therefore necessary to think 
of co-ordinated efforts to have the 
entire warehousing system under one 
management and control. There are 
three sets of organisations and administ¬ 
rations running parallel to one another 
in this country. Warehousing on a 
large scale is directly managed by the 
Ministry of Food and Agriculture to the 
extent of three million ton.s of capacity. 
Recently some of the capacity has been 
transferred to the Food Corporation. 

It is suggested that warehousing in 
state capitals, should be left to the 


state W'arehoiising corporations unless 
the centre is of an alMndia importance, 
and requires specialised storage. The 
Central Warehousing Corporation 
should hand over ail the centres which 
are not of specialised nature or of all- 
India importance to stale warehousing 
corporations. Multiple agencies and 
duplication of storage activity needs to 
be avoided. 

Publicity is one of the weak spots of 
the scheme. The scheme of warehous¬ 
ing needs proper publicity and piopa- 
ganda. The message of warehousing 
needs to be conveyed to the remotest 
corners of the country, particulariy to 
the producers. 

Publicity needs sustained eiforts, 
and the need for qualilicd sialf to popu¬ 
larise the scheme cannot he over-em- 
pluisiseii. It is necessary to have proper 
machinery for this piirp(»se. Talks, radio 
scripts and dramas sfiould be broad¬ 
cast periodically, ./ilia parishads and 
panchayat sarnilis should he requested 
to instruct their extension staff and vil¬ 
lage level workers to include warehous¬ 
ing as one of their ‘talking points’. 

Rural Publicity 

A Warehousing Newsletter was pub¬ 
lished by the Central Warehousing Cor¬ 
poration. Some three years back the 
publication of this Newsletter was 
stopped on account of financial strin¬ 
gency. It has been fell that due to lack 
of publicity in the villages and rural 
areas, the warehousing scheme has not 
reached the rural people and hence, 
deposits from the agriculturists and pro¬ 
ducers arc not being received on a large 
scale. At present, it is observed, that 
warehouses are catering to the 
interest of traders or middlemen, which 
is not the aim of the scheme. 

The warehousing scheme lacks ptib- 


In the twenty months since ihc middle ol' 
June t^43 during which period the scheme of 
cloth contn^l has been in operation, itic prob¬ 
lem of the disii ibution of cloth I as been a cons¬ 
tant headache botli to tl^c Covernment and 
the Textile Control Board. The first six mon¬ 
ths to the end of 1943 were only the initial 
period of preparation for enforcing thcK:ontrol 
and accordingly, the machinery of coni rot was 
devised, prices were rcduccrl, dishoarding mea¬ 
sures put into force and movement of cloth 
standardized. But as soon as this .sla^e was 
passed and the time came for fully passing the 
benefits of the appreciable price reductions on 
to the consumers, began a game of hide and 
seek between the controllers at^ the traders 
in whicit successive attempts on the part of the 
Government and the Textile Control Board to 
eliminate malpractices were persistently defea- 


ISf 

Ucitv, and this is the main reason for 
its failure. The responsibility has not 
been fixed as yet on the shoulders of 
some specific officers. In Kerala, the 
market investigator of the state ware¬ 
housing corporation, has been doirg 
this work. It may be pointed out in 
this context that the Block Development 
and National txicnsion Scheme officctsS 
may be made use of, for giving elfcciivc 
publicity. Warehousing week" may be 
celebrated during the harvest season. 
During the slack season the warehouse¬ 
men have plenty of time to go round 
the market places and address small 
gatherings so that they get belief co¬ 
operation from regulated market com- 
niiticcs through personal contact. 
Conslriiciing warehouses in the regu¬ 
lated market yards is itself a kind of 
publicity. 

Preserve for Prosperity 

Central and stale warehousing cor- 
poialton sialf should underlake the 
publicity work at the village level. 'I'hey 
should deliver talks, issue pamphlets 
and arrange demonstraiions. A docu¬ 
mentary film entitled, “Preserve for 
Prosperity" should be shown in villages 
in regional languages. 

Warehousing corporations are mak¬ 
ing some efforts not only lo have local 
advisory committees at various centres 
but also to have hand-outs issued perio¬ 
dically in F'.nglish and in regional 
languages explaining the warehousing 
scheme to the cultivators and traders. 
Mass communication media of the 
press and the radio have also been tap¬ 
ped for this purpose. The press 
is also co-operating in the matter of 
publishing the activities of the corpora¬ 
tion. All the same, much needs to be 
done to familiarise the common folk 
with the benefits and possibilities of 
scientific storage. 


ted. The evil took serious form and propor" 
tions by April 1954, and the Chairman of the 
Textile Control Board gave a severe warning to 
the recalcitrant section of the trade to behave 
itself. In May and June punitive action was 
taken against many mills and dealers who.se 
slocks were taken over or frozen. But the 
effects soon wore olT and the black market 
grew so mcnticingly that in CX’tobcr last the 
Textile Control Board appealed again for good 
faith and the Go\ernment spokesmen had lo 
issue severe threats of punitive action and al¬ 
ternative methods of distribution. The whole 
question of cloth distribution has been the sub¬ 
ject of prolonged consultatioas between the 
Governmenl and tlie Textile Control Board in 
the last two months and as a result a central 
scheme of distribution seems to have been 
agreed upon and worked out. 
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WINDOW ON THE WOW.D 

Harmonisation of Consumer 
Goods Standards 


commts&mi on prices, at which price 
trends and comparisons could be exa** 
mined by representatives of consumers, 
producers and traders together. So far 
It has only been able to obtain meet¬ 
ings between consumer representatives 
and officials of the EEC Commission. 


JOSSLEYN 

1 

CUSTOMERS DEMAND TO BE 
HEARD 

LONDON: 

TiioiiGH RAPID economic growth has 
brought relative afflu:n.ce to most of 
western Europe, this has not until re¬ 
cently been accompanied by any in¬ 
crease in consumers* representation. But 
the revolution of rising expccUitions 
has multiplied demands that the voice 
of the consumer be heard. 

The EEC, BETA and other Euro¬ 
pean organisations are seeking ways in 
which consumers' interests can be 
expressed in official policy and decision- 
laking, not only on problems of the 
cost of living but also non-price matters 
such as harmonisation of national 
legislation and standards affecting the 
consumci. 

National consumer organisations 
have mushroomed in western Europe 
since the early 1950s. Most deal with 
comparative testing (like the Consum¬ 
ers’ Association, publishers of Which*}. 
in Britain), promotion of labelling and 
standards and political representation 
of consumers. 

In 1962, a number of these bodies 
(mainly non-government, though some 
received subsidies) set up the European 
Office of Consumers' Unions to promote 
more directly consumers’ interests in 


HENNESSY 

service have been working on four pro¬ 
blems : (1, prices; (2; “adjustment of 
products to consumer demand”—in 
practice this has so far meant studies on 
harmonisation of national consumer 
legislation; (3; competition policy; and 
(4) consumer information. The Com- 
mis.don’s consumer section, in conjunc¬ 
tion with the Contact Committee, pub¬ 
lishes a quarterly review for consumers 
Europe Consumwateurs. 

Under “the adjustment of products to 
consumer demand”, the Contact Com¬ 
mittee has, for example, complained that 
the Commission has adopted a regula¬ 
tion on colouring matter in food less 
restrictive than the French law, permit- 
ing the use of two additives (erythosin 
and brilliant green) banned in France. 
It has pressed, without success so far, 
for a regulation on compulsory labell¬ 
ing of food additives. Partly because of 
pressure from the Contact Committee, 
use of language of the importing as well 
as the exporting country is now com¬ 
pulsory in the EEC; grades have been 
adopted for jams, marmalades, pastas 
and eggs; the weight of chocolate bars 
has been harmonised; and maximum 
amounts of preservatives for citrus fruits 
have been fixed. 

II 

LIGHT ON E.E.C. PRICE LEVELS 

Since its inception the Contact Com¬ 
mittee has urged Brussels to set up a 


In 1967, the Contact Committee sub¬ 
mitted to the EEC administration a list 
of 24 products of major importance to 
consumers about which the committee 
considered it vital to obtain statistical 
information on production, consum]>- 
tion, trade and prices. The depart¬ 
ment concerned agreed to provide figur¬ 
es for seven items : liquid milk, deter¬ 
gents, nylon stockings, photographic 
films, electric bulbs, refrigerators and 
washing machines. In addition, since 
1967 the Statistical Office of the Euro¬ 
pean Communities has carried out in 
April and October of each year a survey 
of retail prices of 2(X) consumer goods. 
Both sets of figures have shown that 
despite the abolition of tariffs within the 
EEC there are still large variations in 
prices. Ever since the elimination of 
tariffs in July, 1968, price differences 
have narrowed only slightly. It still 
pays housewives in one country to go 
shopping in another—the Belgians, for 
example, go to the Netherlands to buy 
clothing and certain foods. 

The survey for April, 1968 (published 
1969), showed that prices are cheaper 
in France for certain food items and 
black-and-white photographic films; in 
West Germany for electrical goods, 
radio sets, cars and petrol; in Italy for 
washing machines and refrigerator.s; in 
the Netherlands for textiles, household 
goods, and petrol; in Belgium for photo¬ 
graphic material; and in Luxemburg for 
house rents. Prices are relatively high in 
France for textiles, electrical goods, 
radio and television sets and petrol; 
in West Germany for food, household 
goods and pharmaceutical and toilet 


the EEC, while the EEC set up an offi¬ 
cial Consumers’ Contact Committee in 
Brussels “to ensure effective representa- 


PRICE DIFFERENTULS IN E.E.C. COUNTRIES, APRIL 1969 


tion for consumers’ interests in the EEC 
and io promote a consumer p<>licy”. 
The Contact Committee includes re¬ 
presentatives of national trade union 
and family organisations, consumer 
co-operatives and consumer organisa¬ 
tions from the Six. Consumers are also 
represented—with agricultural produc¬ 
ers, the pi‘i>ccssing industry and traders 
- on the agricultural consultative com¬ 
mittee set up for cereals, pigmeat, fruit 
and vegetables, poultry and eggs, dairy 
products and wine. 

tn the spring of 1969, a specialised 
service for consumers was set up as 
part of the EEC Commission staff to 
supplement the Contact Committee. 
The committee and the specialised 
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YOUR PROBLEM IS 
SQUARELY iH OUR HANDS... 


UNION CARBIDE has processes 
and know-how to help you in 
...dissimilar metals welding... 
precision cutting of hard-to-cut 
metals... hard-facing and flame¬ 
plating of intricate shapes for 
a variety of service conditions 
...automatic 4-sided scarfing... 
fettling at high speeds with¬ 
out the harshness of percussive 
noise... flame-conditioning of 
surfaces... carbon welding of 
sheet metal...and, if you want 
to know more: laser welding, 
underwater cutting, iron powder 
processes, plasma-arc surfacing, 
stainless steel cladding, electro¬ 
forming, percussion welding,etc. 

Need we say more 7 Do write to 
us. We like tough problems in 
fabrication because it helps to 
keep us in the forefront squarely. 


UNION 

CARBIDE 


Union Carbide India Limited 

CARBON & METALS DIVISION 
Head Office: 1 Middleton Street, Calcutta 16 


ENfllNEEUlNfi PRODUCTS 


BOMBAY 
Box No. 610 


CALCUTTA 
Box No. 486 


DELHI 
Box No. 417 


MADRAS 
Box No. 353 
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goods; in the Netherlands for cars and 
photograirfiic material, and in Italy for 
food. Between 1967^68 the gap narrow¬ 
ed as prices of meat rose in Luxemburg, 
where they had befen lowest, and fell in 
Italy, where they had been highest. 
The same tendency was seen in cloihirig 
and textiles, prices of which fc'l in 
France and rose in the Netherlands. 
However in April, 1968, many items 
were still more than 20 per cent dearer 
in some countries than in others, and 
in a few cases the difference was 40 per 
cent. 

Because prices for domestic electrical 
appliances in France were higher than 
elsewhere, the Contact Committee op¬ 
posed the French industry's application 
for safeguard measures against imports 
from Italy in 1967-68, and the EEC 
Commission rejected the French de¬ 
mand. 

There is no machinery for informal 
representation of consumers in EFTA, 
but the EFTA secretarial has studied the 
effects of tariff reductions on consumer 
prices in mcnibcr-counlrics. Their 
analysis is different and more funda¬ 
mental than the EEC price studies, and 
its methodology and conclusions arc 
most interesting. 

Results of the Study 

When EF'TA was Ivilf-way through 
tariff dismantling in 1964. member- 
governments, industries, trade unions 
and consumers began to ask: what cffeci 
tariff reductions were having on prices. 
The study, published in 1966, said that 
tariff dismantling is only one of many 
changes resulting from tariff cuts, which 
also affect production, consumption, 
investment and income distribution. The 
loss of custom> revenue may ibrec the 
government to look for other means 
of raising monc;/, so that consumption 
patterns may be aflccted. Also it is 
difficult to separate the effects of EFTA 
tariff cuts from the cuts mtjde at the 
same time through CfATT, as well as 
changes in national tariffs and relaxa¬ 
tion of quota restriction in some EFTA 
member-slates. 

Indices constructed for the price of 
goods from domestic, EFTA, and tlnrd 
country suppliers showed that the prices 
of goods from EFTA sources were tend¬ 
ing to rise less rapidly than the prices 
of goods produced domestically or 
imported from outside EFTA. Tliis 
evidence understates the full effect of 
EFTA tariff reductions, since the price 
of EFTA goods must affect the price of 
competing goods, home-produced or 
imported from non-EFTA countries. 
The study concludes : ‘^What results 
could be obtained tended to point in 
the same directioh and there is little 
doubt that EFTA tariff dismantling has 


affected consumer prices.. . The stu¬ 
dies indicate that EFTA exporters have 
not used the opportunity to raise the 
export prices of their products to EFTA 
importing countries substantially alwve 
what they would have been wilhoiit 
EFTA tariff' dismantling. . . they have 
allow'cd the direct benclil of the tariff 
reduction to pass to the importing 
country, rather than take it themselves 
through wider profit margins". 

Safety legislation, standards and 
labelling measures when adopted are 
mainly national, so that they may 
become non-tariff* barriers to interna¬ 
tional Irade, especially when made 
obligatory by a national government. 

Striking Example 

'The most striking example is the 
pharmaceutical industry, where national 
litrensing and registration systems adopt¬ 
ed ostensibl> to protect consumers have 
had the cITcet (sometimes iiUcnlional) 
of protecting domestic industrie.s and 
reducing imports, so tiial prices to con¬ 
sumers are higher llum they would 
otherwise be. In October, 1969, the 
EEC Commission called on members 
to create a genuine common market in 
parmaccLilical products by 1974 and to 
introduce phased measures immediately. 
The Commission said that members 
are almost completely scaled oil' from 
each other by national laws on pharma¬ 
ceuticals and that “n is difficult to dis¬ 
tinguish where economic interest ends 
and concern for people’s hcallh begins". 

Although a directive for harmonisa¬ 
tion of licence and registration systems 
has been in Ibrce for five years, all six 
governments Jiavc disregarded it. West 
Germany is urging mutual recognition 
of national marketing licences for phar¬ 
maceutical products, but has failed to 
persuade other members. Partly because 
of these non-lari if harriers, some large 
pharmaceutical firms have set up sepa¬ 
rate manufacturing units in the differ¬ 
ent countries, with consequent loss of 
many economies of scale. There arc 
many other examples of unco-ordinated 
national regulations restricting free 
movement of consumer goods to the 
detriment of consumers' interests. 
Volkswagen says that fifteen years ago 
one basic VW model could be exported 
anywhere in Europe, but the growth of 
unco-ordinated national safety regula¬ 
tions now compels the production of ten 
variant models. An electrical firm cal¬ 
culates that the expense of adapting a 
washing machine to different European 
regulations boosts the price 15 per cent. 
Another example is the division of 
colour television transmission, and 
hence of receiving set construction, 
between the SECAM system (France 
and eastern Europe; and PAL (most 
other west European countries), al¬ 


though this is an industrial and not a 
"ronsumcr" standard. 

Ill 

INTERNATIONAL HARMONISATION 
OF STANDARDS 

The British Standards Institution w'hs 
sol up at the beginning of the century 
ttv standardise building and engineering 
but spread later to other products. Simi¬ 
lar organisations stalled in other coun- 
Irji's about the same time, and inter¬ 
national collaboration began in 1906 for 
electrotechnical goods, through the 
International Flecirolechnical Commis¬ 
sion (IFC;. and since 1926 for all other 
goods through the International Stan¬ 
dardisation Organisation (ISO). 

After the FFC and EFTA were form¬ 
ed, I heir national standards organisa¬ 
tions established co-ordinating com¬ 
mittees to prevent the two blocs from 
developing different standards. 

In wxsicrn liiirope the two main stan¬ 
dards co-ordinating committees arc the 
CFN (C’omitc Europecn dc Co¬ 
ordination des Normes FJectriques) 
and CFNFL (C omite European de Co¬ 
ordination dcs Noimcs Electriques) 
both dating from I960. CEN com¬ 
prises the EEC and EFTA countries 
plus Greece. Ireland and Spain; 
CENEL the HFC' and EFTA only. 
CEN was, however, found to be 
too large to produce quick results and 
in 1967 its members asked the ‘Big 
Three’- the UK, France and West 
Germain- to lead the way. As a re¬ 
sult thc^c three countries established a 
body known as CENTRI to deal with 
harmonisation of standards outside the 
electrical goods field. 

The EEC treaty prohibits “measures 
with an effect equivalent to quantitative 
restrictions", but Article 36 allows ex- 
cmplion on grounds of public morality, 
order, safely and protection of human 
life or health. This exemption covers all 
consumer protection measures. To eli¬ 
minate any undesirable effects of this 
exemption on trade, Article 100 provides 
for harmonisation of national laws on 
health and safety. 

Progress under Article 1(K) has been 
limited except in foodstuffs legislation. 
Regulations on colouring and additives 
are already in force, and on packaging 
materials, preservatives, and other addi¬ 
tives (including anti-oxidants, emulsi¬ 
fiers, thickening agents) have been or 
are being drafted. The EEC’ authorities 
published in 1965 a programme for the 
elimination of all differences in national 
legislation by January I, 1970, but most 
national differences persist. 

In 1968, the EFTA Council of Minis¬ 
ters approved the following guidelines 
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for EFl A cooperation in technical 
regulations : {a} International icecom- 
mendalions should be accepted by mem¬ 
bers as the basis for compulsory tech¬ 
nical requirements with only genuinely 
justifiable deviations; {hj when trade 
problems exist where no internationally 
agreed recommendations arc available, 
action should be taken by the appro- 

f rialc international Ixjdies (ISO and 
EO; (c) members should ensure that 
there is no discriminator) ircatmcm in 
national arrangements for icchiucal 
testing and approval; {<h to secure mu¬ 
tual recognition of testing ccruncatCN. 
each member should co-operate with 
other member and third countries; (e) 
new technical harriers hindering inira- 
EFTA trade should he notilied lo the 
Council and considered by the (/oin- 
mittec of Trade Exports (or further 
action. 

The problem of inlcrnaiional co¬ 
ordination of consumer legislation and 
standards will intensily as consumer or¬ 
ganisations press for further legislation, 
and kil^clling and standards are extend¬ 
ing, Technical progress will produce 
complications because new products and 
processes require new or revised regula- 
lions and standards. The EEC and 
EFTA should be able lo work inrslcr on 
these problems since the countries m- 
voivcd arc more similar than those in 


Tltr INTCKNATIONAI. I'inuncc C'orpora- 
tion, of the World Bank Group, made 
24 development investments in 16 coun¬ 
tries during the 12 months ended De¬ 
cember 31, 1969. The JFC com¬ 

mitments helped mobili/.e approximately 
$ 368 million for private business enter¬ 
prises to assist the economic growth of 
developing member-countries. 

The Corporation's commitments to 
the projects amounted to s 88 2 million. 
This compares with IFC commitments 
of approximately 47.9 million in 17 
project, during the previous 12-month 
periled. 

IFC’s comniilmcnls in calendar 1969 
were in Argentina, Brazil, Colombia, 
Ecuador, El Salvador, Honduras, India, 
Iran, Korea, Malaysia^ Pakistan, the 
Philippines, Thailand, Tunisia, Turkey 
and Yugoslavia. 

IFC made its first commitment for 
economic development in Yugoslavia 
during the \ear. with a million invest¬ 
ment in the sl2 million International 
Investment Corporation for Yugoslavia 
(ilCY)- widening IFC\s sphere of ope¬ 
rations to 40 countries. IlCY, to have 
operating headquarters in a west Euro¬ 
pean financial centre, is a pioneering 


the worldwide ISO and JFC, but pro¬ 
gress in practice is slow and, it is noE 
in fact, certain that the EEC and EFTA 
arc The best groups to speed up this 
work, which ideally should be world- 
wid» 

Strengthening the Secretariats 

'I hc nuiin requirements for a longer- 
term solution arc therefore the stren- 
gibening nf the central secretariats of 
the tvvo world .standards bodies. Fail¬ 
ing this, the best hope probably lies in 
agreement among the large industrial 
exportijig countries—the US, Japan, 
the UK and West Ciermany. liritain’s 
adoption of decimal coinage and the 
metric system, and of the European 
system of colouring of electrical con¬ 
necting wires, is an important step to¬ 
wards an clfective system of inter¬ 
national standards. 

Sources and Acknowledgements : The 
foregoing summarises, by special 
arrangement, a 28-pagc report in the 
latest issue Economk Trends, publish¬ 
ed quarterly (for subscribers only; by 
the Frononiist Intelligence Unit. 27 St. 
James’s Place, London. S.W. 1 , but the 
El LI is responsible neither for the cm. 
phasis of my summary nor for my inter, 
si^rscd comments based on a variety 
of sources. 


type of investmeni company ihrough 
which privaTc businesses will invest in 
joint industrial, agricultural and tourism 
and other service venture.s in Yugosla¬ 
via. ITCY’s sponsorship was excep¬ 
tionally broad, including 54 Eun^pcan, 
Japanese, United States and Yugosla¬ 
vian banks. The company was orga¬ 
nized to conduct operations made possi¬ 
ble by legislation enacted following eco¬ 
nomic reforms in Yugoslavia in 1965. 

Another innovation among enterpris¬ 
es with which IFC was associated dur¬ 
ing the year was a 8 39 million com¬ 
pany in Tunisia specialized to promote 
the development of the country's tour¬ 
ism p<^tcntial. European, Middle East¬ 
ern and United States companies join¬ 
ed IFC and private Tunisian investors 
in sponsoring the new type of develop¬ 
ment institution, Compagnie Financiere 
(Cofilour), with headquarters in Tunis. 
I PC’s commitment to the venture was 
-^9.9 million. 

Fifteen of the 24 investment in 1969 
were for more than 81 niiflion each. 
Seven were in Asia and the Middle 
East, four in Latin America, three in 
Europe and one in Africa. In addition 
to the company to promote invest¬ 
ments over a w ide range of enterprises 


in Yugoslavia, IFC commitments in 
1969 were in the fields of cement, cera¬ 
mic tiles, development finance compa¬ 
nies, fertilizers, printing and publishing, 
pulp and paper, steel, telccoramunica- 
lions, textiles and tourism. 

More than 50 foreign businesses, 
financial institutions and official agen¬ 
cies other than IFC provided $105 
million in equity and loans to these 15 
projects, to which IFC supplied appro¬ 
ximately $85 million. Tnc equivalent 
of $88 million was supplied by some 45 
sponsors and individual investors with¬ 
in the countries being assisted. An addi¬ 
tional $28 million came from cash gene¬ 
ration and suppliers* credits. 

The nine commitments of less than $1 
million eacli totalled approximately 
s2.8 million They had total project 
costs amounting to $62 million, in¬ 
cluding $50 million in loans by the 
World Bank to development finance 
companies assi.slcd by IFC with equity 
capital. 

Smaller Inve.stments 

One of the smaller investments was 
a $37,.5()0 commitment to establish a 
pilot company in Honduras to prepare 
the ground w^ork for a pulp and paper 
company to cost an estimated $77 
million if successfully completed. Four 
of the investments were in development 
finance companies in Colombia, Ecua¬ 
dor and Turkey, two were supplemen¬ 
tal investments in a Cidombian textile 
firm, one was a commitment to a new 
tourist and convention hotel in El Sal¬ 
vador, and one helped finance the se¬ 
cond phase of a Malaysian steel com¬ 
pany IFC helped to establish in 1967. 

IFC continued during the year to 
revolve its funds for re-use by the sale 
of portions of its commitments to other 
investors. Total sales and participa¬ 
tions for the year came to almost $35 
million, revolving hack to IFC an 
amount equal to approximately 40 per 
cent of commitments in 1969. These 
sales involved 32 IFC projects, in 20 
countries. In addition, there were three 
sales transactions in the Colombian 
securities market and one sale of equity 
rights in Greece. During the year 50 
financial institutions, other organiza¬ 
tions and private investors participated 
in TFC’s new commitments or made pur¬ 
chases from its portfolio of previous 
investments. 

The World Bank agreed in 1969 to 
lend an additional $100 million lo IFC, 
bringing to $200 million the amount of 
funds the Bank has made available to 
the Corporation for use in its lending 
operations. The addition of the second 
$100 million will enable IFC to make 
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more and bi^er commitments than 
would otherwise have been possible. 

Also during 1969, IFC : 

—Made its largest commitment in its 
thirteen-year history, a ss22.1 mil¬ 
lion investment to ^Ip finance a 
.is60-million expansion of Thailand’s 
construction materials industry. 
The project involves financing five 
of the six companies in the Siam 
Cement group to assist in carrying 
out four industrial expansion pro¬ 
grammes. 

—Invested in the printing and pub¬ 
lishing field for the first time, with 
a s7-million commitment to help 
Editorial Codex SociedadAnonima, 
Argentina, a leading Latin Ameri¬ 
can publisher of educational and 
cultural books and magazines, to 
implement a §25.7 million project 
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to expand and consolidate its ope¬ 
rations. 

—Made its first investment in a tele** 
phone company to help finance an 
expansion programme of Philip¬ 
pine Long Distance Telephone 
Company. 

—Increased total commitments to 
expansion of fertilizer production 
in member-countries to $54 mil¬ 
lion, with a $16 million commit¬ 
ment to Zuari Agro Chemicals 
Company, in India. IFC has now 
assisted eight fertilizer projects, in 
Brazil, Greece, India, Pakistan, 
Peru, Senegal and Tunisia. 

The Republic oi' China and Swazi¬ 
land joined IFC in 1969, raising total 
membership in the Corporation at the 
end of the year to 92 and increasing 
paid-in share capital to $106,575,tX)0. 
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French electrical machinery firm are all 
indications of an all-European effort 
to have European industry dominant 
in its own area. 

The west Europeans, also, are far 
ahead of the Americans in tapping the 
difftcuU but potentially valuable mar¬ 
kets of cast Europe. American restric¬ 
tions arc severely limiting US opportu¬ 
nities in this field while the west Euro¬ 
pean slates appear almost to vie with 
one another to sell to them on long¬ 
term credit The Italians arc racing 
ahead with business in the Soviet 
Union and Yugoslavia to such an ex¬ 
tent that the West Germans, through 
Volkswagen and Mercedes, arc striving 
to sec what business they can under¬ 
write with the Soviet Union, German 
heavy machinery builders, British and 
French industrial chemistry firms and 
Japanese electronic companies are mak¬ 
ing a long and valuable start in cast 
Europe before the Americans get going 
there at all. 

, The eastward trade winds arc, in 
fact, a compelling force explaining much 
of the West German anxiety for politi¬ 
cal solutions with the Soviet Union, 
Poland, Czechoslovakia and even with 
their own unbcloved Bast Germany. 
The east European states, on their 
part, realize that while the huge Soviet 
market for low quality goods was a 
blessing to them during the early period 
of their industrialization in the 1950s and 
most of the 1960s they must now buy 
from west Europe in its latest technolo¬ 
gical fields if they arc to be able to 
manufacture machinery and equipment 
that will have the slightest chance of 
selling in western markets or, possibly, 
elsewhere now that African as well as 
Asian markets arc becoming more dis¬ 
criminating. 

No Illusions 

The old '‘politicos" of east Fiiiropc 
have all but disappeared and the new 
communist technocrats who have taken 
their places have no illusions what must 
be done to achieve a sellers' market and 
arc fully determined to ensure at least 
a fair field for their own market forces, 
ft appears probable that, as west Europe 
becomes more co-operalivc with the 
cast, individual enterprises in east 
Europe will come to take the place of 
central ministries in negotiating directly 
with the big west European corpora¬ 
tions 

East and west Europe arc both cons¬ 
cious of the fiict that the Common 
Market is moving towards a revival 
and that, unless there is progress 
towards one another now, the 
Market may, almost despite itself. 


Towards a United Europe 

E- B. BROOK 


VIENNA: 

Western Europe has grown so accus¬ 
tomed to being a magnet to American 
business investment that it is only 
slowly beginning to realise that the 
American investment wave is receding 
and being replaced by larger scale buy¬ 
ing from east Europe and by a far 
greater scale of industrial investment 
activity by west Europe itself, 

European companies are no longer in 
danger of being devoured by US busi¬ 
ness. Europe is losing its fascination to 
the Americans as an investment field; 
there is a distinct slackening off com¬ 
pared with the gigantic investment 
splurge of the late ’50s and early '60s. 
Quite a number of American firms even 
feel they should no longer be in Europe 
and may pull out. 

Reasons foi the American investors 
increasing disenchantment with Europe 
are the disappointingly small profit 
margins, the high cost of labour (a 
potent clement in reducing profits) and 
the Europeans’ tactic in the late '60s 
of using American consulting compa¬ 
nies to help save them from US compe¬ 
titors in Europe. There is also the growth 
in Europe, within and without the 
Common Market, of nationalist poli¬ 
cies especially in strategic economic 
sectors. 

Not least among the factors pushing 
the more venturesome of American 
enterprise out of Europe is the growth 
of huge European mergers within na¬ 
tional boundaries — in Britain, in 


France and Holland where the Rhonc- 
Poulencs and the Dutch AKZOs are 
consolidating. These combines quickly 
result in a growth of highly developed 
technology and high intensity capital 
which hits the American European ex¬ 
tension where it is most sensitive 
to damage. Had the Common Mar¬ 
ket adopted legislation suggested to 
it covering simplified corporation 
laws, tax hatmonization and uniform 
patent laws, the European mergers 
would have come about even more 
quickly and the Americans, still more 
adaptable to new conditions than the 
Europeans, would have reduced their 
activities live years ago instead of 
now. 

The Europeans, on the other hand, arc 
coming together to a degree unknown 
before and beginning to work out a new 
type of European politics. Dc Gaulle]s 
phrase of ‘‘Europe from the Atlantic 
to the Urals” was loo unsubtle to be 
generally acceptable but, in a less aggres¬ 
sive and more workmanlike way, that 
idea is precisely what is being worked 
out — in fact, to beyond the Urals if 
the new Soviet oil and gas fields in the 
Tyumen area of the Ob river basin in 
Siberia become, as predicted, the Soviet 
Union's main source of fuel. 

The Soviet-West German and Soviet- 
Italian deals for supplies of natural gas 
in exchange for largc-diaracter pipes, 
the Franco-British Concorde plane, the 
British-Dutch-German project for pro¬ 
ducing enriched uranium and the 
French rejection of the US Westing- 
house Electiic’s offer to buy out a key 
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polarize trade to the disadvantage of all 
but its own members. In the se>{entie$ 
it is probable that west Europe will 
increase its relatively meagre 11 billion 
dollar investment in the United States 
closer to the 64 billion dollars the US 
has invested in west Europe. The eastern 
part of Europe will be very anxious to 
make sure that not all European in¬ 
vestment capital is directed across the 
Atlantic and, for this reason, is in a 
hurry to get new and bigger trade deals 


Th» i con )M]i:s of the developing coun¬ 
tries largely depend on trade in raw ma¬ 
terials. Industrial raw materials and raw 
foodslufTs account for over 80 per cent 
of their exports. 

The unfavourable situation in their 
raw material exports has been largely 
responsible for the failures in achieving 
the aims promulgated by the United 
Nations in the first decade of develop¬ 
ment (the 196(h). Today, when the 
UN is working on the programme 
for the next decade, it is advisable to 
return to problems of raw material 
exports in the developing countries as 
Ihev will he no less urgent in the 
1970s. 

Trade in raw materials is the least 
dynamic sphere of international ex¬ 
change. Between the mid-195()s and 
mid-1960s, its average growth rates 
were about twice as slow as those of 
trade in manufactured goods. Raw 
materials exports from the developing 
countries grow much slower than the 
exports of these materials from the in¬ 
dustrial countries. The respective aver¬ 
age annual growth rales of exports 
from 1955 to 1965 — 3.8 and 5,6 per 
cent — arc an indication of the unequal 
opportunities of free market economy 
countries with differing levels of econo¬ 
mic development. During this period, 
the increase in the export of industrial 
raw materials from the developing 
countries averaged 1,6 per cent annually 
and from the industrial countries 4.9 
f>cr cent, while exports of raw food¬ 
stuffs increased by 3.1 and 7.0 per cent, 
respectively. These figures show that the 
developing countries lag behind even 
in the fields in which they ought to ex¬ 
cel. The main causes of this lag, which 
means great losses to these countries’ 
gf ow ing economies, are rooted in foreign 
trade policy and practice of the count¬ 
ries with free economies. 

The industrial free market economies 
are pursuing a protectionist trade policy 
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settled this year before west European 
industry becomes too sdf-absorbed and 
busy finding better and quicker returns 
in trans-Atlantic enterprise Since 
Moscow has already been obliged to 
makf^ it clear to the Poles and the 
Czechoslovaks that it cannot supply 
sufficient investment capital for indus¬ 
trial growth in the seventies and the US 
money market is not available, east 
Europe knows its only source is to be 
found among its fellow Europeans. 


in relation to raw materials and taking 
economic measures aimed ultimately 
at ensuring self-sufficiency. This means 
that the developed countries produce 
individual types of raw materials 
in quantities often exceeding their 
domestic needs, thus ousting the 
developing slates from their traditio¬ 
nal markets. Besides, great progress is 
being made in producing synthetic 
materials competing with natural raw 
materials. To this, one should add the 
limited geography of exporting raw 
materials from the developing countries 
to the industrially advanced countries. 
The latter circumstance is the result of 
the influence foreign capital in the 
colonial period exerted on establishing 
international tics. 

Flopes Belied 

It was thought that decolonisation 
should have allowed free flow^ of capital 
and trade. Time has shown, however, 
that no substantial changes have taken 
place in the movement of capital and the 
geographical direction of trade of the 
developing countries. 

The industrialised free market 
economies, particularly the USA, 
Britain, the Federal Republic of Ger¬ 
many, Japan, Italy, Canada and the 
Scandinavian countries, make wide use 
of quantitative restrictions on their raw 
material imports from the developing 
countries; quotas, licensing, seasonal 
and other restrictions. Over a hundred 
types of raw materials, which are of 
great importance for their exporters, are 
subject to such restrictions. Among 
them arc cotton, coffee, sugar, fruit, 
vegetables, tea, vegetable oils, ground¬ 
nuts, soya, rice, cattle, poultry, meat, 
fish, hides, sulphur, graphite, tungsten, 
.sea products and a whole number of 
other goods. 

Despite their own promises and the 
recommendations of international eco¬ 
nomic organisations, the western count¬ 
ries arc proving slow to lift their quanti¬ 
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tative restrictions. The developing 
countries justly insist that the industria¬ 
lised countries should remove artificial ^ 
obstacles to trade, lift or reduce quanti« 
tative restrictions, im{^rt duties and 
internal taxes on their goods, relax 
protectionist measures and decrease 
excessive export subsidies. 

The Soviet Union advocates that just 
principles of international trade re¬ 
lations be strictly observed by all states. 
Soviet foreign trade plans have provided 
for a steady expansion of trade with the 
developing countries. As compared 
with 1963, this trade in 1967 increased 
by more than 35 per cent, the total 
growth of Soviet foreign trade over 
the same period reaching 25.6 per cent. 
In recent years, the Soviet Union has 
made much bigger purchases of cocoa- 
beans, tea, coffee, rice, oranges, raw 
hides, wool and some other raw mate¬ 
rials. 

Combined Effort 

For this trade to develop success¬ 
fully, the developing countries must 
play their part and see that the terms of 
trade with the Soviet Union are no less 
favourable than those granted to the 
western industrialised countries. 

It is in the interests of the develop¬ 
ing countries of Asia. Africa and 
Latin America to combine their efforts 
to expand trade with the socialist coun¬ 
tries with their efforts to eliminate tariff 
and non-tariff barriers erected by the 
highly developed free market economy 
countries and to sctirch for new ways of 
expanding their raw material exports. 

This would be facilitated, in parti¬ 
cular, by wider mutual trade between 
the developing countries. Although in 
recent years their mutual trade in many 
types of raw materials had developed 
more rapidly than before, it never¬ 
theless is growing more slowly than 
world trade in raw materials. 

Setting up of regional makets in the 
form of free trade zones, customs union 
and other forms of co-operation are 
opening up favourable prospects for 
the developing countries' mutual trade, 
including raw materials exchange. Yet 
they have still to overcome serious 
difficulties arising from the inconverti¬ 
bility of the currencies of some member- 
countries, the existence of closed mone¬ 
tary zones, the similarity of export 
nomenclatures in severd countries, 
the influence of forei^ capital connec¬ 
ted with the monpolies of western in¬ 
dustrialised countries, and so on. 

The developing, countries, trade in 
raw materials could be fostered by mak- 


Raw Material Exports of Developing Countries 

V. POLEZHAYEV 
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ing their goods more competitive, 
finding new ways of their utilisation, 
lowering production costs, the estab¬ 
lishment of new bodies to encourage 
exports, widening the practice of grant* 
ing preferences as regards export goods, 
transportation within a country, a 
better trading apparatus, setting up 
state organisations for raw materials 
extorts, reducing or abolishing export 
tariifs, and other similar government 
measures. 

Curbing the Spiral 

It is also important to curb price 
fluctuations on the western markets and 
their harmful consequences for the 
economies of the developing countries. 
These fluctuations are chiefly caused 
by the cyclic development of produc¬ 
tion as a whole and its individual 
branches, and changing market condi¬ 
tions due to objective and subjective 
reasons, including selling out ‘^strategic 
stocks’" and also due to natural 
calamities and social phenomena. Un¬ 
stable prices entail sharp fluctuations in 
export earnings and ultimately hamper 
economic programmes. Price fluclua- / 
tions in raw materials are high. Re-/ 
cently, they have at times reached 20 
28 percent in a year. As a result, annu/i 


fluctuations of export income have been 
15 to 17 per cent. 

International inter-government com¬ 
modity agreements based on a system 
of export quotas combined, as a rule, 
with other market-regulating mea^ 
sures, have so far been the most reliable 
means of counteracting excessive price 
fluctuations. The system of export 
quotas, i.e. a system devised to regulate 
the demand, is a form of more or less 
organised regulation of production on a 
worldwide scale. It is therefore sup¬ 
ported by the Soviet Union and other 
socialist countries. The importer count¬ 
ries would help this system if they 
assumed definite obligations in this res¬ 
pect and thereby curb protectionism in 
individual industrial countries and their 
groupings. In this connection mention 
should be made of the Internationa! 
Sugar Agreement of 1968, which sets 
forth the concrete obligations for im¬ 
porter countries as regards sugar pur¬ 
chases on the “free market”. 

Sometimes the system of export quotas 
^ is supplemented by a system of buffer 
stocks created by the exporter coun¬ 
tries. This combination makes it possi¬ 
ble to minimise fluctuations when the 
regulation of export quotas prove in¬ 
sufficient. There is, however, a fiinda- 


menial difference between the system 
of buffer stocks and that of export 
quotas supplemented with quantitative 
obligations on the part of importer 
countries. 

Buffer Stocks 

The system of buffer stockvS introduces 
no organising element, only passive¬ 
ly following spontaneous market fluc¬ 
tuations. It affects the trade policy of 
the signatory countries neither direct¬ 
ly nor indirectly. 

For this reason alone the buffer stocks 
system is unsatisfactory from the stand¬ 
point of the socialist countries, whose 
economy is based on social ownership 
and the planning principle. It is pri¬ 
marily bilateral long-term agreements 
that the socialist states consider as 
acceptable addition to the system of ex¬ 
port quotas, for these agrccMTients 
accord with the principle of the balanced 
development of production and foreign 
trade. 

Widely known today is the proposal 
to settle questions of currency receipt 
regulation by means of compensatory 
financing. According to this proposal, 
the developing exporter countries 
would be compensated for the 
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“losses” when the price of some definite 
raw material falls below the ^jgreed 
minimum level. Compensation would 
be paid from the funds which the de¬ 
veloped countries are recommended 
to set up at the expense of levies im¬ 
posed on raw material imports from the 
developing countries, or from other 
sources. 

On closer consideration, however, this 
method does not guarantee stable 
currency receipts for the direct prcKiu- 
cers. 

The Soviet Union is ready to continue 
ct>operating with other countries in 
searching for effective means of stabilis¬ 
ing commodity markets. It favours, in 
particular, stabilising commodity agree¬ 
ments on goods which arc important 
for the developing countries, namely 
cocoii-bcans, oilseeds, vegetable oils, 
cotton, citrus fruits, bananas, lead 
and zinc, oil, copper, iron ore, manga¬ 
nese ore and hard fibres. The USSR 
is a signatory to some international 
commodity agreements now in force. 

The developing countries must 
approach the question of commodity 
agreements realistically with due regard 
for long-term prospects, even when 
favourable short-term conditions shape 
by chance on individual markets. 

Another important aspect of ilie 
problem of raw material exports is the 
general downward tendency of prices 
of raw materials exported by the de¬ 
veloping countries. This tendency is 
accompanied by a fall in the "purcha¬ 
sing power” of these countries in view 
of a diametrically opposite tendency 
in the movement of prices for manu¬ 
factured goods imported by them from 
industrialised western countries. 

Increasing Losses 

In the 1960's, the losses in “purcha¬ 
sing power” of the developing coun¬ 
tries' exports have amounted to some 
S2,M)0 million annually, which is nearly 
half of the flow of foreign slate financial 
resources into the developing countries. 

A solution to this problem, which is 
largely the result of the grow-ing mono¬ 
polisation of industrial production in 
the developed countries, goes beyond 
the problem of raw material exports 
proper. A solution is possible pro¬ 
vided the developing countries carry 
out measures (o diversify their national 
economies and to widen the range of 
export goods, especially of manufi^cUired 
goods. 

As the Algiers Charter correctly points 
out, the responsibility for economic 
development in the newly free countries 
mainly rests on themselves. Large- 
scale industrial development in these 
countries will enable them to do with¬ 
out the import of some goods and to 
channel additional resources into their 
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economies. It will lead to a change in 
the pattern of exports in favour of 
manufactured goods and will thus im¬ 
prove the relation of export and import 
prices. Finally, it will make their fo¬ 
reign trade less dependent on fluctua¬ 
tions if! the prices of individual raw 
materials, thereby ensuring more stable 
currency receipts. 

As to preferential treatment for the 
developing countries, the developed 
countries pursue a very careful and rest¬ 
rained policy, and this question is still 
under discussion in international orga- 


WASHINGTON: 

For THE; first lime in years, bankers and 
traders, economists and speculators can 
look ahead at the new year and not sec 
an international monetary crisis. The 
most accurate barometer of the inter¬ 
national monetary climate — the gold 
market — is quiet. Just about every¬ 
one is happy about this except the 
speculators who had bought gold in 
recent years in hopes that the dollar, 
the basjc unit of the international system, 
would have to be, in effect, devalued 
and they could make a sizable profit. 

The United States siill has its balance 
of payments problems — and will un¬ 
doubtedly continue to have them for 
some years — but there is no longer a 
threat to the dollar, because the central 
bankers of most nations have agreed 
not to buy or sell gold except among 
themselves at the official price. 

The one uncertainty of the two-tier 
gold system was removed recently when 
agreement was reached with South 
Africa on the disposal of newly-mined 
gold. 

What has preserved the whole in¬ 
ternational financial system, through 
some very dangerous and uncertain 
moments, and provided the structure in 
which trade has grown phenomenally 
has been the willingness of nations to 
co-operate even though the risks were 
occasionally great. And governments 
have taken unpopular domestic politi¬ 
cal actions, such as realigning currency 
values or cutting back on the rate of 
growth or raising interest rates to attain 
or preserve international economic 
balance, ^ 

When the British pound was weak, 
the International Monetary Fund, the 
United Stales and other nations made 
massive loans of foreign currencies to 
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nisations. This urgent problem remains 
unsolved chiefly because of the resis¬ 
tance of the western industrialised 
countries which regard preferences as an 
encroachment on their own interests. 
The USSR pays due attention to the 
interests of the developing countries in 
expanding their exports of finished and 
semi-finished products, and increases 
its purchases of these goods. The Soviet 
Union has signed several agreements in 
which imports of these goods have been 
fixed and has granted preferential treat¬ 
ment to goods imported from develop¬ 
ing countries. 


help England preserve the value of the 
pound. The Federal Republic of Ger¬ 
many has revalued the mark and France 
devalued the franc to bring their curren¬ 
cies in line with the value of other major 
currencies. 

The United States and England have 
both taken restrictive fiscal and mone¬ 
tary policy actions to halt inflation that 
has been eroding the real value of their 
currencies. As a result of these actions 
the pound is far stronger than it has 
been in many years; fears for the value 
of the dollar have evaporated; and the 
mark is about at their proper value. 

Before World War IF, few nations 
gave much thought or care to the econo¬ 
mic problems of other countries. If 
a nation had a shortage of gold or 
foreign currency, well, it just stopped 
buying or devalued to make its exports 
cheaper. If it had an excess of gold and 
foreign currencies it almost always 
suffered from inflation. 

It was to avoid such harsh competi¬ 
tion among nations and increase trade 
that the International Monetary Fund 
was created in 1944. Few would dis¬ 
agree that because of the Fund, and the 
willingness of the members to work to¬ 
gether, trade has increased at an un¬ 
precedented rate and nations in financial 
difficulties have been granted the time 
to solve them. Now the members have 
taken the unprecedented step of creating 
an international trading asset that is 
based solely on their trust in each other 
—the Special Drawing Rights (SDRs). 
The first of these have been issued and 
there has been no shortage of takers or 
unwillingness on the part of members 
to exchange hard currency for “paper 
gold.” It is because the system has been 
tested now for 25 years and proved 
workable that people can keep their 
faith in the value of the doUar and 
other major currencies. 


Outlook for International Monetary System 

GERARD A. DONOHUE 
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FOURTH PLAN OUTI.AY 

A MEETING of the Planning Commission under 
the chairmanship of the Prime Minister, Mrs 
Indira Gandhi, recently decided on an overall 
outlay of Rs 24,855 crorcs for the fourth Plan. 
This means an increase of Rs 457 crores over 
the Rs 24,398 crorcs proposed in the earlier 
draft Plan. The Commission also fixed a higlicr 
public sector outlay -Rs 15,871 crores. which is 
an increase of Rs J.481 crores compared to the 
draft Plan proposals. About Rs 964 crorcs of 
the increase will go to the central sector and 
Rs 517 crorvS to the states. The increased outlay 
for the states will be mel from th# ir own resour¬ 
ces. Wlu'lc raising the financial targets, the out¬ 
lay for the private sector has been scaled down 
to Rs 8,984 crorcs from the original figure of 
Rs 10,000 crores. The reduction has been made 
in certain areas like agriculture and higher 
provisions have been made in the public sector. 

STEEL FURNACE INDI STRY 

Nearly 123 electric arc furnaces operating 
in this country are not able to utilise their full 
capacity because of a severe shortage of its 
basic raw material—melling scrap. The electric 
arc furnaces have complained that this raw 
material is allowed to be exported while they 
are not able to g<t this material. They add that 
the steel furnace industry itself contribntc.s 
nearly Rs 20 crores by way of exports by provid¬ 
ing csscntirl compomnts to wagon and loco¬ 
motive machinery, cement making machinery, 
coal mining and earth moving equipmeni. It 
has been suggested that some kind of regu¬ 
lation of export of scrap should be brought into 
practice. It is also suggested that facilities such 
as reduction in the railway fares and railway 
rales for meeting tlic collection of scrap, should 
be allowed. Scrap processing yards are also 
proposed to set up w4ih llic necessary 
equipment required. 

TRADE DELEGATION TO ITATV 

At the invitation of the Government of Italy, 
a 12-member trade delegation visited Italy from 
January 12 to 24, 1970. The delegation was led 
by Mr G. L. Baasal, Secretary-General of the 
Federation of Indian Chambers of Commerce 
and Industry. It includd Mr Yashwani Sinha, 
Deputy Secretary. Ministry of Foreign Trade. 
The resident representative of the Cotton 
Textiles Export Promotion Council in f rank- 
fiirt also joined the delegation for a few days in 
Italy. It visited various places of interest like 
Milan, Geno^a, Bologna, Florence, Verona 
and Rome. There w'as great appreciation 
for the progress made by this country after 
independence and a realisation oi tlie fact that 
closer co-operation with this country is a 
rewarding experience and will be more so in the 
future. In the finished leather .sector, an effort 
was made by the delegation to introduce in the 
Italian market cow hide. A large num¬ 
ber of Italian counterparts were contacted for 
this purpose and some trial orders were booked. 
Great interest was shown by Italian buyers in 
finished leather for shoe linings. Consider¬ 
able interest was also shown by Italian buyers 
in Indian handloom fabrics and other handloom 
products. The large number of contacts made 
by the delegation in Italy were also used to 
impress upon Italian buyers the fact that hand¬ 
loom fabrics, both silk and cotton, were allowed 
dut^-free entry in Italy. Interest was shown in 
Indian food products also, specially curry- 
powder, chutneys and sauces. However, the 
detegation felt that in order to increase the 
size of the demand in Italy a sustained promo- 
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tional campaign will have to be uudcrtakfcn lo 
create a taste for Indian foods. The delegation 
also found that there was a good deal of inte¬ 
rest among Italian buyers for Indian cotton 
textiles specially, cotton yarn. T he delegation 
felt that the Cotton'I'extiles Export Promotion 
Council should maintain it.s interest in the 
Italian market, and lake advantage of the 
opportunities which exist. Interesi was also 
shown in a range of minor minerals like bau.Mtc. 
quartz, granite, marble, and lignite. On the 
imporr side, the Indian delcption xisited a 
number of factories mauufaciuring special, 
machine tools, machines for the manufacture 
of dye cast presses, plastic injeclion machines, 
and units manufacturing chemicals and plier- 
maeciiticals. The Italian manufacturers were 
keen lo export specialised clectromcdical equip¬ 
ment to tins countrv. TJie Indian delegation 
was also interested in importing special machi¬ 
nery for manufacture of shoes and shoe grin¬ 
dery, staple fibre nylon yarn etc. Useful con¬ 
tacts have betm made in these fields and will 
be followed up. 

INDO-BEI GIAN TRADE 

I'hcir Majesties King Haudouin and Queen 
Fabiola of Belgium paid a stale visit from .lan- 
uary 28 to February 4. 1970. Both the coun¬ 
tries have maintained meaningful co-operation 
in the economic, political and cultural fields. 
Indo-Belgian trade during the Iasi feu >cars 
has been as under: 


(Value in Rs Lakhs -Post devaluation) 



Indian exports 

Imliii's imports 

Years 

to Belgium 

from Belgium 

1965-66 

1482 

1814 

1966-67 

1731 

2396 

1967-68 

2063 

1649 

1968-69 

.3140 

1025 


The increase in exports from tliis countiy 
has been due to the .sale of the precious and 
scmi-piecious stones (including cut-diamonds) 
in Belgium, which amounted to only Rs 549 
lakhs in 1965-66. It rose to Rs 755 lakhs in 
1966-67 and Rs 988 lakhs in 1967-68 and tou¬ 
ched an all-time high figure of R.s 2039 lakhs 
during 1968-69. Other important items of 
exports arc jute goods, iron ore and concentra¬ 
tes, leather, bones, horns etc., and tobacco. 
These items account foi another 23 per cent of 
our export.s to Bclgiinn. Exports of enginee¬ 
ring goods amounted to onlv R.s 4 lakh.s during 
1968-69. 

On the imports side, the main items of our 
imports from Helgiiim arc machinery other 
than electric, clccirical machinery apparatus 
and appliances, electrical wires, bars etc. of 
copper, iron and siccl itcm.s and fertiliser (ma¬ 
nufactured). 

LEATHER MANUFACTURES FOR 
W, GERMANY 

At the invitation of the Stale Trading Corpo¬ 
ration a four-member delegation from West 
Germany arrived recently in this country on a 
ten-day visit to various leather and sShoe pro¬ 
ducing centres in the country. Besides placing 
orders with the Indian manufacturers, the de¬ 
legation will also advise the Indian leather and 
shoe manufacturers on improvements and ad¬ 
aptations necessary for competing successfully 
in the European markets. 

Leather and leather products constitute about 
20 per cent of this country’s exports to West 
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Germany. During 1968-69, c.x port of lea titer 
(o West Germany amounted to nearly R.s 5 
crores and footwear Rs 17 lakhs. The visit of 
the delegrlion, it i.s hoped, will enable the lea¬ 
ther and shoe manufacturers in India to take 
advantage of the highly s<iphisiicaicd teciino- 
logy of the German industry. The members 
of tile dclegiition are * Mr .lakob, Prcsidcni 
of German Leather Wholesaleis’ Association: 
Mr Her/l>crger, Seciehitv of the Chamber of 
CA>mmera;, Pirtnasens; Mr Madil. Proprietor, 
Miiitil Shoe Faclorv, Pirmansenx and Mrs 
Matlil. The delegation visiied the piincipal 
leather and shoe manuriumriru; eenircs like 
Agra and Madras. 

PORT DEVKLOPMEM PLAN 

riie Natu'nal Harbour Board rctenilv re¬ 
viewed the piogress of \arious prvyjevls of dc- 
xelojimeni (>r major ports a-> well a« ii»e new 
projects to lx* taken in the fourlli plan and app¬ 
roved the outlay of R.s 280 ciorcs decided by 
the Planning ('ommission loi development 
majoi polls. Tlic union Shipping and Trans¬ 
port Minister. Mr K. Raglinranmiah, asked 
ship-buddois and others manning the ports to 
modernise the pi^rts to catch up with the tech¬ 
nological ie\ohition taking place all over the 
world, both in reprd lo the si/e of ships and 
methods of handling. Inaugurating the eigh¬ 
teenth meeting the National Harbour Board, 
ilie mmisler stated that in tJte face of such a 
technological revolution, we could not just 
stand by and w'aich. f lic minister stated that 
the pattern of trade had also been changing 
gradually. Increasingly the ports had been cal¬ 
led upon lo handle hulk eommiHlitics such as 
iron ore, crude tnl, foodgrains .and fertilisers, 
rile development of ports had naturall> been 
guided to a gicat extent by tins change in the 
pattern of trade, .Speaking on (he develop¬ 
ment of major ports, Mr Raghuramaiah said 
that the decision to go ahead with thi comtiuc- 
liun the outer harbour at Vi.sakhapatnam 
with an export capacil) of 12 million tonnes 
of ore per year, had now received the fmal ap¬ 
proval. riiis would cost about Rs 37 crorcs 
anti is cxpeciod to be completed bv May 
1974. rhe union minister said that it was 
gratifying that .lapan hud agreed to give (he 
required aid for the construction of the project. 
Another important land-mark was the develop¬ 
ment of Matlras port to increase its handling 
capacity to one lakh tonnes with a view to chan¬ 
nelising the exptnt of BclUi*y-Hospct oie 

ihiougli that port foi export, he said. Refer¬ 
ring lo Paradip port. Mr Raghuramaiah said 
that to meet the challenge of dredging that was 
confronted at Paradip and other port.s, the 
Government of India had iilaced orders for 
two extra powerful dredgers. Similarly, to 
meet the denuind for a major port on the west 
coast, Marmugao port would be developed at it 
cost t'f Rs 28 crorcs. 

BOKAKO PROJECT 

As part of the prograhime lo speed up cons¬ 
truction of the Bokiiro Steel Plant, the Soviet 
authorities propose to advance the time-schc- 
dule for the despatch of Soviet equipments and 
refractories for the project as well as compo¬ 
nents and spares for the Heavy Engineering 
Corporation at Ranchi. This assurance is 
understood to have been given by the Soviet 
Minister of Heavy, Power and Trari.sport In¬ 
dustries, Mr V. F. Zhigalin, and his team du¬ 
ring a round of discussions held recently with 
Mr Swaran Singh, Minister of Defence. Steel 
and Heavy Engineering, Mr. K. Pant, Mi¬ 
nister of Stale, and officials of the Ministry of 
Steel and Heavy Engineering. The Soviet 
Minister and party visited Ranchi, Bokaro and 
Durgapur for detailed on-the-spot discussions 
with the authorities of the Heavy Engineering 
Corporation, the Bokaro Steel Project and the 
Mining and Allied Machinery Coiporation 
respectively. The Soviet Minister indicated 
that USSR would render all assistance for the 
successful completion of the Bokaro Project 
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and tlur pntfiiahlc working of MI C' and MAMC. 
The Sov ief team noted that the tempf» <itf work 
at Hivkaro wus faM picking up a'» a result i>f 
sficdal clTorls made by the Steel Ministry and 
the project authorities Mr. Zhigalin spoke 
highly ttf the t alibic of Indian design engineers 
and other teehnical t>crsonncl and stated that 
evetything should he done to ensure bright 
career prospects for them, st' that they inigJti 
ru»l he tempted to seek advancement abroad. 

DKFP SEA FISHING 

In the ssmpi>sium on deep sea hshing held 
al Hrnakulam from F'chniary t to 5, 1071), the 
nioM basic and preliminary issue, whether 
deep sea hshing elTori is iustihed in the present 
context, was discussed. I lie bluepnnts for 
development of deep sea lishirif; in ii)c country 
have been drawn up and India is rcad> lor a 
lake-olT in this diieciion, flte issue has been 
raised in one of*the papers tilled “Planning for 
licvclopmcnt of Deep Sea loshing in India", 
read at the symposium, followed by other 
two relevant issues. whcllter the scale and na* 
turc ol the cfl’ort envisaged is practicable and 
whether the .same v\ould ^movl* >ulhcicni in the 
context of the wide>ranging hshmg strategy 
of advanced nations I he basic assumption 
with which this paper deals with is that the stage 
has been fully reached for a transition from 
ctiastiil to deep sea fishing. Another paper 
tilled ‘General Pn>blcms of tlie fishing In¬ 
dustry" offers an extensive survey of Indian 
fisheries, the lesources backing its growth, 
pre-reqIIisites of increasing catches, tiaining 
of the cicw and vaia>us aspects of mtvhani.sa- 
lion involved in sea fishing. "Ihe average 
annual murine catch of the country based on 
five years data from 1064 to I%8 is estimated 
at about 8,82.(K)() tonnes. Most ol this catcli 
conics from the nariow belt of inshore waters 
e.\tcnding up to the depth contour of 20 to 25 
metres. It is believed that further augmenta¬ 
tion <d‘fislung intensity in this traditional fish¬ 
ing ground will now- yield only maiginal increa¬ 
se in the catch. 

1 .1C PRFIVUVM RVf FS RFVfSION 

fhe union Minister of Stale for Finance, Mr 
R. K. Khadilkar stated recently that in pui- 
sunnee of the assmance given by ilic govern- 
nicni, the Life Insuiancc Corporation had de¬ 
cided to reduce the prciriiim rates under cci- 
liiin non-profit plans ot assurance. These are 
non-profit whole life, whole life by limited pay¬ 
ments, eiulowmcni, joint life, giiaiantt'cd triple, 
benefit, convoilibic whole life and nuiiti-pur- 
posc plans. The reductions vary Irom Rs 4 25 
to RsO.75 per Rs 1,(KK) assumd viepending upon 
the plan and term- fxpressed as percentage of 
premium reduction it is as high as 7 5 iXTcent. 
l or all tables under which nmi-prolit ptc- 
miiinis have Ixvn tcduccd taken together the 
twerall icduction works out to over 5 per cent, 
fhe rcduclioiis become c^jXM’alne froin Tch- 
luary I, 1^70. Mi Khadilkai staled that il 
has not been finind possible iv) reduce pre¬ 
mium v^ies under certain ntm-profii plans like 
lived 'cim (marriage) endowment, educational 
annuily, double endowment, pure endowment 
and convertible term assurance. 

Tl»e Mi^rarka Committee whicli went into 
the Lie's expenses, recommended a reduction 
in the case of non-profit policies alone, fhe 
LIC' Board is aKo of the .same \ icw and the 
government is in agi*ecment with this view 
Mr M.R Bhidc. chairman of the I ile Insuran¬ 
ce CAirporalion, pointed t>ui that as a result of 
the premium rate reduction Ibr wiilioui profit 
policies the corporation would lose about Rs 3 
lakhs in the fust year. flic si/c of the 
policy that will lx* aftixted as a result of this 
decision is about six per cent. He also poin¬ 
ted out that the bonus paid by tlie corporation 
would not be atVected. Mr Bhidc added that 
the expenses of the IJG were going up as the 
cost per employcx; was Rs 3.3(X) at the time of 
nationalisation'and it Itad gone up io Rs 6,300 
now, showing an increase of 90 i>cr cent. 

1 he Lie has also decided recently to increase 


the limits of maximum sum assured under non- 
medical schemes. The limit of maximum sum 
assured uplo which policies can be issued under 
non-mcdical (general) scheme is increased from 
Rs 4(X)0 to Rs 5,000. The limit of maximum 
sum assured under non-medical (special) sche¬ 
me i respect of certain categories of employed 
persons in incrcascxl from Ks 7,500 to Rs IOdX)0. 
The limit of maximum sum assured under non¬ 
medical (special) scheme applicable to commis¬ 
sioned officers in the armed forces who arc in 
medical category A1 is increased from 
Rs 10,0(K) to Rs 20,000. It has also been decided 
to extend the non-medical fspecial) .scheme, 
subjest to certain conditions, to all female lives 
calcQorised as standard lives) who arc in per- 
m.'incnt service in the employ of government 
(central and states), municipal, district board, 
or local board olfices or schools, hospitals, etc. 
run by any of these agencies, state corporations, 
public sector undertakings and public limited 
companies. Policies will be issued to these 
categories of female lives on non-mcdical basis 
iipfo Rs 5.(XX). The corporation has also 
decided to liberalise its practice with regard to 
charging ol sex extra to many categories of 
female lives. Further, the maximum amoiint.s 
iipto which the corporation grants insurance 
on female livc.s after medical c.xammation have 
also been increased. 

INTEREST ON PROMDENT FLM) 

The central board of trustees of the Empl¬ 
oyees l*iovjdcnt Fund, which met recently, 
rcconimendcd raising of interest on the accu¬ 
mulations of the subscribers piovidenl liind to 
5 7 per cent lor the year 1970-71. The current 
years rale of inieiest is 5 -5 per cent. The board 
also approved the continuance of grant of 
financial relief to the nominees/heirs of the dc- 
ceascxl members out of the death relief fund to 
the maximun) extent of Rs 7.50 for another 
two years, up to December 31, 1971. It also re¬ 
commended certain deterrent measures against 
defaulting employers. The board reviewed 
the pattern of investment of provident fund 
accumulations and recommcMided specific 
proposals for fuiihcr libcrali.sation of the pat¬ 
tern during the ensuing year 1970-71. It 
also ci)nsidcicd certain recommendations of 
the Administrative Reforms Department, Mi¬ 
nistry of Home Affairs on the working of the 
Employees Provident Fund Organisation in¬ 
volving policy matters and accepted them in 
principle. The board will hold its next meeting 
at <)ttacamund, Tamil Nadu on April 
25. 1970. 

TAR IFF V AIXF. OF SUG AR 

The union government has revised the tariff 
value of free-salc sugar from Rs 140 to Rs 145 
per cjuintal lor the purpose of assessment of 
central excise duty. The revised tariff value is 
etfeciive from January 24. 1970. 

SELF Si'FI ICIENCV IN MINERALS 

The Ministry of Petroleum, Chemicals, 
Mines Metals has geared its elforts to make 
the country self-sufficient in minerals, thus gi¬ 
ving meaning to political independence. Des¬ 
cribing the salient features of the ministry’s 
policies. Dr Triguna Sen, Minister for Petro¬ 
leum, Chemicals. Mines & Met?ls. told the 
C onsultative Committee of Parliament attach¬ 
ed i(> the Depaitment of Mines & Metals, 
that until recently this country was be¬ 
lieved to have coal and iron alone and it was 
only during the last few years that this country 
iiad become conscious of its reserves in non- 
ferrous metals. Since non-ferrous metals 
were being imported causing a heavy drain on 
foreign e.xcTiangc the ministry hdSI decided to 
give priority to the discovery and exploitation 
of non-ferrous rcacrvcs. He added that since 
it took over five years to establish commercial 
exploitation of a mine, the ministry was also 
anxious to reduce the period by mechani.sing 
the operations. The mining operations in 
small mines too. Dr Sen pointed out, had to be 


carried out scicniifically to avoid wastage of 
mineral wealth. The members wanted the 
government to provide technical knowhow to 
the private sector mines to enable them to con¬ 
duct their operations scientifically. Dr Tri- 
guna Sen indicated that a technical consultancy 
service in the Indian Bureau of Mines was being 
set up to provide for .services, on pavmcnt of 
reasonable charges, to the mining industry in 
regard to appraisal and exploitation of mineral 
depo.sits, planning of designs of mines, selection 
of design of suitable mining ctjuipmcnl, re¬ 
search and preparation of economic flow sheets 
for bcneliciaiion and concentration of minerals. 
Also, the concept of joint sector may be in¬ 
troduced in the field of mining. 

COTTON YIELD 

The per hectare yield of cotton in this country 
in terms of kilograms of lint, has been steadily 
rising over the vears. The figures were 108 
in 1965-66, 114 in 1966-67, 123 in 1967-68 
and 1968-69. The 1968-69 yiv Id reflects a 
13 -9 per cent increase over the 1965-66 yield. 
If a long term view over the three Plan periods 
from 1949-5(> to 1964-65 is taken, the trend 
growth rate in cotton was 4 -4 per cent a year 
and the compound rale of growth in producti- 
viiy of cotton was J -97 per cent per annum as 
compared to 1 -61 )-)cr cent for foodgrains. In 
this country cotton is ^rovvn annually over an 
area of about 8 million hectares. However, 
almost 84 p*"** ^ent of this area is unirrigated 
and only 16 per cent or about I -28 million 
hectares aic irrigated. The cotton crop l.s very 
sensitive to soil'moisture conditions and both 
excess and deficiency of moisture aflect the 
yields adversely. In the absence of irrigauon 
facilities, it liccomcs difficult to maintain an 
optimum level of moisture in the soils in the 
rain-fed areas. Moreover, in scanty rainfall 
regions where cotton is grown, most of the lands 
arc also of low fertility where agriculture itself 
is a gamble. Despite lhc.se handicap.s and 
natural limitations, the |ser unit yield has been 
rising steadily. 

RUSSIA'S NATTONAE INCOME 

The national income of the Soviet Union 
increased by six per cent in 1969 as compared 
with the picceding year. According to a re¬ 
port of the USSR Central Stati.stical Board 
published in Moscow, during the past year of 
the five-year Plan period (1966-1970) the di¬ 
rect ivc.s of the Soviet Communist Parly for 
basic targets- • the growth of industrial out¬ 
put, retail trade, increase in the real income of 
tlie population — were successfully fulfilled. 
Targets for the growth of the average wages of 
industrial and office worker.s and collective 
farmers were in pariiculai fulfilled a year ahead 
of schedule. Industrial output increased by 
seven per cent. 



*If we keep up the trend we eeii deffniteiy 
get a siHiiiiis sRuation in food.*' 
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Company Affairs 


K.C*P. 

Mr V. M. Rao, Chairman, the K.C.P. Ltd, 
stated at the annual general meeting held recent¬ 
ly that sales and profits of the company during 
the year ended June 30, 1969 were quite satis¬ 
factory inspite of difficult conditions in respect 
of sugar, cement and heavy engineering. The 
company, he added proposed to diversify in 
various new lines. Mr Rao stated that product¬ 
ion of sugar reached all time peak and most of 
the sugar produced by the company had to be 
transported to north India. Moreover, sugar¬ 
cane in Andhra Pradesh was of comparatively 
inferior quality because of cyclones which 
devastated the area. In respect of cement, 
he expressed gratitude for the government's 
decision to keep decontrol in abeyance. Mark¬ 
eting has always been a problem in this country 
because of the locational disadvantages. It 
would, therefore, be good for the company if 
decontrol is continued. The production in 
heavy enp^ineering section improved as against 
the previous year due to the application of 
improved techniques. He, however, added 
that the recent price increase in steel had led to 
an erosion in the margin of profit. The com¬ 
pany, therefore, will have to make intensive 
•efforts to maintain its profitability. 

Mr Rdo took this opportunity to thank the 
managing agents who conclude their term on 
April 2, 1970, due to the Company Law. There 
would be an alternate form of management 
now. The company under the managing agents, 
he added, made very substantial expansion so 
that gross block of the company increased 
from Rs 85 lakhs in 1954 to over 1,100 lakhs. 
The sales increased by 800 per cent to Rs 
1,365 lakhs. Similarly, the number of employees 
Increased three-fold and their total emoluments 
increased by nearly nine hundred per cent. In 
other words, the average income of an emp¬ 
loyee went up by nearly three limes. The equity 
shareholders contribution of around Rs 43 
lakhs was increased during the period by the 
issue of bonus shares including the proposed 
new issue, to Rs 275 lakhs. 

ZENITH SimL PIPES 

Zenith Steel Pipes Ltd has been a pioneer 
in the export of pipes since 1964. The com¬ 
pany exports pipes to 38 countries of the world, 
including Australia, Denmark, Africa, New 
.Zealand, the UK and the USA. The company’s 
sales have steadily moved up from Rs 148 *23 
lakhs in 1962-63 to Rs 593 *91 lakhs in 1968-69. 
During the ten months ended December 31, 
1969, the company recorded sales amounting 
to Rs 425*55 lakhs. The company exported 
nearly 1 per cent of its products in 1963-64 
.and now its exports have gone up to as much as 
55 per cent of its production. As against the 
share capital of Rs 105 lakhs the company’s 
reserves and surplus now amount to Rs 123 *80 
lakhs. The company capitalised Rs 35 lakhs and 
issued bemus shares to the shareholders in the 
latio of one share for two held and has again 
tecommended bonus shares to the existing 
shareholders in the ratio of one share for three 
held. The company paid six per cent dividend 
during 1962-63 and since then steadily moved 
up and during 1968-69 paid ten per cent on 
equity shares on the increased capital. The 
company’s financial position has be^ extrem¬ 
ely sound and it is suggested that even on the 
increased capital the management would find 
no difficulty in maintaining the dividend. While 
speaking on the occasion of the celebmtion of 
the progress of Zredth Steel Pipes in the matter 


of export accomplishment the company’s direc¬ 
tor, Mr S.G. Nevatia, indicated that the com¬ 
pany proposes to expand and diversify its 
activities and has already applied to the govern¬ 
ment for permission to do so. 

CENIURY ENKA 

The directors of Ontury Enka Ltd state in 
(heir report for tlie nine-month period ended 
September 10. 1969, tlmt trial production 
was started in October 1969 and commercial 
production achieved by the end of November. 
They expect that after the initial teething troub¬ 
les, the company should be able to manufacture 
yam of international standard. The company’s 
nylon plant has been set up within a short 
period of 20 months. The foreign collaborators, 
Aku N. V. (Holland) have permitted the com¬ 
pany to market its nylon yarn in this country 
under the trade name of Enkalon which is 
tlieir registered trade mark. The company’s 
application foi further expansion is under con¬ 
sideration of the government. In view o** the 
start-up of the plant, iJie company has requested 
the authorities to take an early decision about 
this, specially as it is understood that the gov¬ 
ernment has already taken a policy decision to 
permit expansion of all the smaller units to the 
minimum economical size of six tons per day. 

PEIRCE LESLIE 

The subscription list of the public issue of 
196,000 lakh equity shares of Rs 10 each at par 
and 15,000 (9 -3 per cent) cumulative redeemable 
preference shares of Rs 100 each at par by 
Peirce Leslie India I.td will open on February 
9 and close on February ,13 or earlier but not 
before February 11. The company intends to 
continue the development of its cashew proces¬ 
sing activities and has plans to expand these 
activities by growing cashew on a plantation 
basis. It has inherited substantial export busi¬ 
ness. The proceeds of the proposed issue will 
be utilised for repaying the debts due by the 
company to Peirce Leslie and Co. Ltd, London, 
and to provide for working capital. 

TATA CHEMICALS 

Mr J. R. D. Tata, Chairman of Tala Chemi¬ 
cals Ltd, has envisaged good results for the 
current year ending June 30, 1970. He added 
that the company lias received the approval 
of the government for expanding its soda ash 
capacity from the present level of 600 tonnes to 
1,(XX) tonnes per day. This expansion will be 
completed in a couple of years and is estimated 
to cost about Rs 3 crores. For this no fresh 
capital will be necessary and the expansion 
plans will be completed from the company’s 
internal resources. He pointed out that the 
production of soda ash, which was affected in 
the past two or three months, has now been 
norr^isod and the plant h 3 .$ started producing 
600 tonnes per day. The company had recently 
submitted a revised Rs 55-crore fertiliser 
project for the government’s approval. Of this, 
the capital expenditure on the plant and equip¬ 
ment will be about Rs 53 crores, while about Rs 
2 crores will be needed for working capital. 
He indicated that thoi^ it will produce lower 
quantity of plant nutrients than the earlier Rs 
16C^ore project it can achieve the earlier 
envisaged level of the production if the govern¬ 
ment approves expansion in phases in later 
years. Mr Tata added that this is one of the 
best lines of development for the company. 
He hoped that the compaw will receive the 
government’s sanction for the revised fertili¬ 


ser project early. If this project goes through 
the company will have to raise fre£h capital. He 
has envisaged that such an issue will not be 
there before a year or one and a half years. 

TATA ENGINEERING 

The Chairman of Tata Engineering and 
UwmotivB Co Ltd, Mr J. R. D. Tata told 
shareholders at an extraordinary general meet¬ 
ing held in Bombay recently that the mar'age- 
mc»’t has a "social responsibility” tow'ards 
shareholders and that it will be the endeavour 
of the board to ste that shareholders do not 
suffei in the shape of a reduction in the divi¬ 
dend because of tbt strike at Jam.shedpur and 
the resultant fall in the company’s profits. In 
1968-69, the company produced 22.416 vehicles 
and sold 27,348 vehicles. In view of the loss of 
production for 48 days, the production for tlte 
year as a whole will decline by about 7,5(X> 
or 3,(X)0 trucks. The production of vehicles is 
now at the rated capacity. It is likely that the 
actual production in subsequent months will 
bo slightly higher than the rated capacity. 

H. M. T, 

The turnover of the Hindustan Macliine 
Tools Ltd, for the year 1963-69 was Rs 1,535 
lakhs as against Rs 1,465 lakhs during the 
previous year. Imspitc of this increase in sales 
turnover of Rs 70 lakhs, the working of the 
company for the year under review has resulted 
in a net loss of Rs 34 lakhs (after providing for 
interest on loam amounting to Rs 147 lakhs and 
depreciation of Rs 184 lakhs), as a^inst the 
net loss of Rs 66 lakhs during the previous year. 
An encouraging feature of the year has been 
the rise in export.s. Machines valued at Rs 97 
lakhs were exported as compared to Rs 29 
lakhs during the corresponding ixsriod last 
year. The company has carried on a phased 
programme of diversification. It has entered 
into the manufacture of new types of machines 
which were being imported such as gear shapers, 
gear bobbers, size 4/5 all-rlectric milling mach¬ 
ines, multi-spindle automatics, single-spindle 
automatic.s, heavy duty surface grinders, heavy 
duty centre lathe.s, turret type milling machines, 
copying lathes, drum turret lathes, multi-tool 
lathes, horizontal boring machines and broach¬ 
ing machines, press brakes and presses. HMT 
has been able to finalise the collaboration agree¬ 
ment with a US firm for the manufacture of 
heavy duty presses, 

The company has planned a programme of 
diversification outside the field of machine 
tools too by taking up the manufacture of 
tractors, printing machinery and die casting 
and plastic if\jectjon moulding machines. A 
general agreement with Messrs. Polygraph had 
been concluded for the manufacture of dif¬ 
ferent types of printing machines. However, 
since the progress achieved with the firm was 
not encouraging HMT has negotiated with 
Messrs. Societa Nebiolo, Turin, Italy, who arc 
one of the leading manufacturers of printing 
presses in the world. While a proposal for the 
manufacture of tractors utilising the available 
spare capacity of HMT Unit at Pipiore and 
Messrs. Mining & Allied Machinery Corpo¬ 
ration, Durgapur, is at present under consider¬ 
ation, HMT has also concluded a teclioical 
collaboration a^eement for the manufacture of 
die-casting machine and plastic injection mould¬ 
ing machine for which there is great demand in 
the country. These steps, are likely to act as 
stabilising factors to enable HMT to meet the 
challenge of recession and consequential effects 
of a fluctuating demand for machine tools. 
The HMT provided technical assistance to 
Messrs. Ceylon Steel Corporation, Colombo, 
to set up a small machine tool factory to under¬ 
take the manufacture of machine tools in that 
country. The HMT watch unit made steady 
pr(M;ress during the year. Against a production 
of 2^«(X)0 wrist watches valued at Rs 264 lakhs 
during the previous year, the output during the 
year under report was 3(X),000 wrist watches 
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valiiod at R% 327 lakh$. During the fouQ^ Plan 
period, HMT has plans to expand the watchi^ac- 
tory at Bangalore, raising its production capa¬ 
city from 360,000 wrist watches to 550,000 wrist 
watclies per annum. The revised programme 
envisages to include the production of automatic 
and *day and date’ types of sophisticated wrist 
watches. There is also a proposal to setup a 
watch factory in Kashmir with an installed 
capacity of 300,000 wrist watches per annum. 

TRAVANCORE TITANIUM 

With a record production of 5,266 metric 
tonnes in the highest since its inception 

and a 0 per cent improvement over ilic previous 
year, Travancore Titanium Products, Trivan¬ 
drum, has taken a significant step forward. This 
will go u long way irt meeting the country's 
demand for industrial pigment, Titanium dio¬ 
xide, a vltr.l rats material, and will save foreign 
exchange by reducing imports. The company 
proposes an expansion programme which when 
completed ns ill take the production up to ap- 
proximoiely 24,IXK) tonnes a year A significant 
feature of this expansion is that reliance is 
cntiiely on Indian expertise and resOvTcc.s. 
Without depending on Torcign collaboration, 
Traviincoic I lu nium turns out its product that 
emnparesin giiulity Viiili the best manufactured 
anywhere in the world. 

FIT TIGHT NUTS 

The directors of Fit Tight Nuts and Bolls 
ltd, have slated that the Porbandar projects 
of the company was delayed on account of the 
late grant of ''no objecticn certificate * by Ihe 
airport aullntrities for the erccticn of electrical 
towers and due to the problems connected w ith 
developing industrial areas. Practically all the 
machines were erected by September and the 
production started thereafter. The. working of 
thi.s project will be reflected in the recounts for 
the year ending ScptcmlTcr 30, lf)70. By the 
completion of ilic first phase about 1,200 tons 
capacity has been established in Porbandar at 
the cost of R.S 1 '20 crores, being Rs 20 lakhs 
more than the original estimate, "^he directors 
have added that the second phase of the project 
i$ under consideration and will be put through 
at an appropriate time. 

HEAVY EIJ:CTRICAf,S 

Heavy ricctricals (India) Ltd, Bhopal re¬ 
corded a gross output during the year ended 
March .31, of Rs 27 -24 crores as against 
Rs 21 '49 crores during the previous year. A 
target of Rs 31 -53 crores has been set for the 
iinished output for the year 1969-70. The com¬ 
pany has manufactured transformers of 125 
MVA and 100 MVA units of 220 kV range for 
Maharashtra and Gujarat FJeclricity Boards. 
Another transformer of 250 MVA, 220 kV 
class for Rajasthan Atomic Power Plant was in 
advanced stage of production. The tinit has 
established traction equipment required by the 
Indiim railways and the manufacture of motors 
fot n\ctcr-gauge diesel electric and application 
has also been accepted. Three new lines of 
products- -air blast circuit breakers, outdoor 
kiosk type sw itchgears and contractor controls 
for rolling mills and industrial drives have Ixjcn 
successfully established. A variety of medium 
and large motors for voltages up to 11 kV AC 
have been designed and built for industrial 
drives and also for power station auxiliaries. 
A few IK' motors have been completed for the 
first time for indusuial use. Besides manu- 
focture of 440 V and 3 *3 to 11 k V range capaci¬ 
tor banks for power systems, high voltage of 
33 kV were manufaclured for Rourkela Deve¬ 
lopment work on ‘Arcelor’ manufacture is in 
progress and regular production is e\i>ectcd to 
commence during 1969-70. During the year the 
factory has rolled out the first water wheel 
alternator of 15 MW range for Bassi Power 
Station (Himachal Pradesh). Another unit of 
the same si/c and 2 units of 33 MW for Obra 
Hydel Station in Uttar Pradesh were success¬ 


fully completed. Work on various hydro con¬ 
tracts was in progress for Gumti aikl UBDC 
Projects, The second 30 MW thermal gienerator 
for the Parti Power Station in Maharashtra was 
successfully completed during the yea**. Manu¬ 
facture of the 120 MW turbo generator for 
Cliandrgpura Thermal Station is in progress, 
it has also produced water turbines, steam 
turbine.s and fabricaed various other heavy 
electrical equipment. The company has also 
participated in about ninety important tenders 
for exports totalling to a value of Rs 12 50 
crores. Out of these, about forty-one tenders 
worth Rs 5 '27 crores arc yet to be decided and 
we are favourably placed in some of these. 
Seven small orders valuing Rs 2 28 lakhs have 
been received. This includes .switchgear and 
motors with asscKiated control for UAR 
and Iraq and micanitc insulation sheets for 
Ocrlikon, Switzerland, 

PERMANENT MAGNETS 

According to the preliminary figures released 
ret'enily, turnover of Permanent Magnets l.td.- 
in 1969 has amounted to Rs 90 60 lakhs com¬ 
pared to Rs 60 -86 lakhs in the previous year. 
Of this, exports have totalled Rs 4 *32 lakhs. 
As at the beginning of the current year the 
company had outstanding orders of Rs I -28 
crores compareil to less than Rs 5$ lakhs at the 
beginning of 1968. 

UNJCIIEM LABORATORIES 

The working of Unichem Laboratories Ltd 
during the year ended September 30, 1969, 
has resulted in a net profit of Rs 14 62 lakhs, 
after providing Rs II 12 lakhs for depreciation 
and Rs 1 Tl lakhs for taxation. The directors 
have propt)scd to transfer Rs 16 *95 lakhs to 
general reserve and have proposed to maintain 
the equity dividend at 10 per cent on incrc'ased 
capital, which will absorb Rs 5 *40 lakhs and 
paid from the general reserve. During the year, 
tile production at Bombay and Gha/iabad 
continued to be satisfactory. The protein foods 
division at Ghaziabad commenced trial pro¬ 
duction at the end of 1969. This project has been 
delayed owing to non-availabiitty of import 
licence for machinery. Export sales have crossed 
the target of Rs 10 lakh.s, 

ANDHRA SUGARS 

The working of the Andhra Sugars Ltd, 
during the year ended September 30, 1969. 
has resulted in a gross profit of Rs 115 *30 
lakhs. The company’s sales were around Rs 
6*92 crores. The directors have protXJscd to 
maintain the dividend at 12 per cent for tJie year. 
I'hc directors have already proposed to issue 
bonus share.s in the ratio of four share.s for every 
five shares held. Out of the gross profit, the 
directors have provided Rs 8 lakhs for taxation, 
Rs 51 *14 lakhs for depreciation and Rs 30 
lakhs for development rebate reserve. The 
directors state in their annual report that all 
the units of the company generally worked 
satisfactorily during the year* Its sugar factory 
produced 2,86,160 bags against 203,120 bags. 
Its sales of superphosphate were higher at 
J8,88l tonnes against 18,419 tonnes. The com¬ 
pany’s caustic soda-chlorine-hydrochloric acid 
unit is currently working at full capacity. The 
company has started to derive good results 
from the diversification of rts activities. The 
improved working of chemical units in the 
current year is existed to affect completely 
the anticipated fall in profits of the sugar unit 
on account of low prices for free sugar. 

IMKEMEX 

Imkemcx India Ltd. during the year ended 
September 30, 1969, recorded exports of the 
order of Rs 193 laklw, nearly 25 per cent more 
than during the previous year. The company 
expects to export around Rs 220 crores this 
year. Imkcmex export range now comprises 
over 60 products including polyester fabrics, 
rubber chemicals, paints and various industrial 


chemicals. The company exports to 48 countricf 
and is able to sell abroad sophisticated chemi¬ 
cal products thfough continuous exploitation of 
new outlets in overseas markets, in the face of 
global competition. 

Export of polyester fabrics has achieved an 
increase of 500 per cent as compared with the 
first year of its export, October t965-Septem- 
eber 1966. The company exports Tcrene btend-^ 
ed fabrics, on behalf of Chemicals and Fibres 
of India Ltd to foreign markets selected 
after a worldwide survey. In addition to estab¬ 
lished markets in Asia and-Africa, advanced 
technology and modern marketing techniques 
have enabled rapid i^enetralion into highly 
sophisticated maii;ets such as West Germany^, 
the UK, Sweden and Denmark. Technically 
trained salesmen of the company were able to 
establish Indian dyestuffs in the international 
markets in competitioT with leading west Eur¬ 
opean manufacturers. During the year under 
review, the company exported dyestuffs valued 
at Rs 43 lakhs to thirteen countries in West 
Asia, eastern Europe, cast and west Africa 
anti south Asia. A noteworthy feature of Im¬ 
kemcx is the as.sistance it renders to many 
large and small chemical and dyestuff manu¬ 
facturers, including the public sector, to place 
their products overseas. The exports of such 
’pick-a-back' products last year totalled Rs 
30 lakhs. There are as many as rwentyelght 
chemical and dyestuff manufacturers w'ho de¬ 
pend on the expertise and oyenseas market 
knowledge developed by Imkcmex. Export of 
paim.s has also subsumtialiy improve and 
last year tlic company exceeded Rs 14 lakhs 
and its target this year is Rs 20 lakhs. A notable 
recent achievement has been the procurement 
of an order from Japan, in spite of its own 
highly sophi.sticatcd industry manufacturing 
rubber chemicals. With this encouragement the 
company hoped to improve upon its last year’s 
I^rformance of Rs 11 lakhs. 

COMPANY REGISTRATION 

A total number of 126 companies was regis¬ 
tered under the Companies Act, 1956 in the 
different states and union territories during the 
month of November, 1969. Two of the new 
floatations were companies limited by guarantee 
while the remaining one hundred and twenty- 
four were limited by shares. The later comprised 
5 public limited companies and 119 private 
limited companies having aggregate authorised 
capital of Rs I *63 crores and Rs 10 *26 crofes 
respectively. The companies limited by guarantee 
registered during the month were : the Trust 
Association of the Advent Christian Confe¬ 
rence of India Pvt. Ltd, Madras, and Agri¬ 
cultural Services Organisation, Bombay. The 
two government companies registered were 
Haryana Dairy Development Corporation, 
Chandigarh with authorised capital of Rs 1 
crore and Kerala .Stale Financial Enterprises 
Ltd., Kerala with authorised capital of Rs 
25 lakhs. Of the 124 companies limited by shares 
59 would be engaged in ’’processing and manu¬ 
facture*': 44 in commerce (trade and finance) 
and ihe remaining 21 in miscellaneous aettvi- 
(ie.s. Six of these companies were large-sized 
ones. The state of Maharashtra occupies the 
prime position with 32 new' floatations, followed 
by West Bengal with 21 companies, Delhi with 
16 companies, Gujarat with 12 companies, 
Punjab and Tamil Nadu with seven compame^ 
each, Andhra Pradesh. Kerala, Mysore and 
Uttar Pradesh with 4 companies eacn, Chandi¬ 
garh with 3 companies, Assam. Bihar and 
Madhya Pradesh with 2 companies each and 
Jammu <& Kashmir, Rajasthan, Haryana and 
Goa with one company each. 

CAPITAL AND BONUS ISSUES 

Consent has been kcc<?rded to 14 coni|»inies 
to rais^ cfpitdl ambdnting to over Rs 7,08 
crores. Thirteen of them are to issue bonus 
shares. totalUns Over Rs 3.28 crores, 
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lU 9 UAAia out of its special reserves 
aiw ism ^lly mid «qmty shms of its 200 
esch as bonus tmares in tne ratio of one for 
three held. 

Grmiptoa Greaves Limited, Bombay, is to 
capitalise Rs 190 lakhs out of its general re¬ 
serves and issue fully paid equity shares of Rs 
100 each as bonus shares in the ratio of three 
for five held. 

JagatJb laduMries Ltd, New Delhi, is to 
capitalise Rs 13,18,030 out of itsuaneral reserves 
and issue fully twd i^uity shares of Rs 10 
each as bonus snares in the ratio of two for 
five held. 

Bombay Chemicals Private Ltd« Bombay, 
is to capitalise Rs 5 lakhs out or its general 
reserves and issue fully paid equity shares of 
Rs 100 each as bonus snares in the ratio of one 
for every equity share held. 

Rkterdsoa Hindustan Ltd., Bombay, is to 
capitalise Rs 20 lakhs out of its general reserves 
and issue fully paid ^uity shares of Rs 10 
each as bonus slntres in the ratio of two for 
live held. 

The Calcutta Chemical Company ltd, 
Calcutta, is to capitalise Rs 15 lakhs out of its 
generp] reserves and issue fully paid equity 
shares of Rs 10 each as bonus shares in the 
ratio of one for every equity share held. 

Borax Morarjl Limited, Bombay, is to capi¬ 
talise Rs 10 lakhs out of its general reserves and 
issue fully paid equity shares of Rs 50 each as 
bonus shares in the ratio of one for three 
held. 

Sri Ram Vilas Service Ltd, Madras, is to 
capitalise Rs 4 lakhs out of its general reserves 
and issue fully paid equity shares of Rs 10 
each as bonus snares in the ratio of two for 
five held. 

Indian Smeltiiig dc Refining Company Ltd, 
Bombay, is accorded consent to capitalise Rs 
36,^,400 out of its general reserves and issue 
fully paid equity shares of Rs 10 each as bonus 
shares in the ratio of three for hve held. 

Wood Craft Products Ltd, Cakntta, is to 
capitalise Rs 6,72,000 out of its general reserves 
and issue fiilly mid equity shares of Rs 10 
each as bonus shares in the ratio of two for 
five held. 

Badrn Coffee* Bhtnie Ltd, Bangalore, is to 
capitalise Rs 1.27,i)00 out of its general reserves 
and issue 63 JSO fully paid equity shares of Rs 
2 cn^ as bonus shares in the ratio of three for 
ten held. 

International Invesimenlf (Private) Ltd, 'Ban¬ 
galore, is to capitalise Rs 17.29.600 out of its 
general reserves and issue fully paid equity 
sharesofRs 100 each as bonus shares in the 
ratio of thcee for five held, 

Jfoefran Limited, Bombay, is to capitalise Rs 
10 lakhs out of its geheral reserves and issue 
fully paid equity sbares of R$ 1(X) each ns bonus 
shares in the ratio of one forevery equity shares 
held. 

Indian Organic Chemicals Ltd, Bombay, 
has infoimea uie government of its proposal 
to issue capital of Rs 380 lakhs under clause 5 
of the Capital Issues (Exemption) Order, 1969, 
divided Mo Rs 280 Mchs in equity and Rs 100 
lakhs in >9>3 per cent cumatative redeemable 
preftnence shares of Rs 100 each, to be issued 
for cash at par eioept equity shares of the value 
of lU 19.27[m which will be allotted to the 
focehm mfiahorators aiainst supply of plant and 
macntimiy. The proceeds ate to be utilised for 
estibllshiqgaplantliiMadiesfor the produc- 
tkPi of :d,l00 metrjc tonnes of polyester staple 
ftbfe per amtuRi. ' 
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Let JAL take ;oo aloi^ the 
fabled “Silk Road” to Tokyo 

Come home with us—to Japan. Take a look at 
Tokyo's ultra-modern skyscrapers. Visit a tea 
ceremony at an ancient Kyoto temple. Or do business 
in the biggest city in the w'orld. (En route, you can 
discover Bangkok and go on a shopping spree 
in Hong Kong, too.) JAL flics from New Delhi every 
Monday, Thursday and Saturday. And we treat 
you to traditionally gracious Japanese service 
every mile of the way. On JAL you’re more than a 
passenger. YouTe an honoured guest, 


UAPAtSi J\m LiiMBS 

ofilcial airline for EXPO*70 

W 



"imw Delhi } 7C Jtnpath. Tel: 44165 (S Lines) 

Hotel OberCi tntercentinenteL Tel; 61S1C5 
iemhaf: i M Veer Nerimen fieatf. Tel ; 2M4T4, 959452 
V CdleirtM < aS-A Chewtfinfhm floae, tel : 93-0571/4 
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TRAVANCORE 
TITANIUM PRODUCTS 

are heipiiig the nation to convert them into money! 

To tomo, sand Is sorosthlng to play with. To 
Travsncors Titanium Pfoduds-Mind tht nation** 
sand moans valuablo mlnfrati*»« and 
prosporltyl 

Travancort Titanium Products pionoorod tho 
proioet. Thoy art tht first to fxptolt India's 
own mtnoral sands to maht Iht vital producti 
Titanium Dioxide. 

What Is 117 A most valuable Industrial piamtnt 
that makes things whiter—and brightert Used 
In the manufacture of many products, from 
paints and paper to textiles and cosmetics* 

From enamels and plastics to rubber and lesthsf* 

And many mora materials of svsTyday uaa. 

As in ths csss of any plonaar, tha early yaara 
wera beset with many hurdles. Supply couldn't 


hasp pace with demand. Tha manufacturing 
ta^nlquee—tha Sulpha!# process—had 
to b# perfacted by yaars of research to 
maka the product of optimum purity with 
the beet pigmentary characteristics. Expansion 
plans had to be worked out, utilising Indian 
resources and akitl. 

Today« Travancore Titanium Products took 
to the future with optimiam and claar-cut 
plant for progress. By 1971, production 
Will go up to 24,000 tonnes par year* 

The neede of Indian industries will be 
more adequately met and considerable 
saving of foreign exchange wilt bt achieved. 

No lass Important, It wilt also mean a new gain in 
prestige for Indian enterprise. 



mVMHiOK TITUOUM mOMWIS Lift 

^ P.O.Box 1, Trivandrum 7. 

SoltSittnttiuU: M/S. T. T. KIHftWIAMACHAm * COMPANY. Kembiy,Mcvtti.Niw.B#4M|AM»«<^ 
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SttLTAN TOBACCO COMPANY LIMITEO 


; MeOtSreR^ office : AZAMABAO. MYDEBaBAO fANDHRA PRADESH 

SpBedi' by tifui Chairman, Mr. A.-'M. 'Lal^ 'Mif'tMi' A''*'"'' ' 

MaatlDg of the Company on lAth January, 19^0. 


it gfwmaAreAt welcome you 

Thfrti^ Antiuat Oeneiyil Moet- 
(nir 

I would likt taplide omecord our deep sense 
sorrow at the d^th of Mr N.B. Chenoy who 
rstlied from tiie Board orpirectors last year, 
ato Imviiig been conaected with it since the 
hk^tfon of the Company in 1930. 

Mr, C.A. Bone retiited from the Board on 
31st May^ 19t^ and 1 lake this opportunity of 
expressing my deep appreciation and that of 
my collcAgOesontheBoard, ofhis wise guid* 
ance and help during the years he was associ¬ 
ated with the Company. 

The Directors' Report and the Audited Ac¬ 
counts for the year have been in your hands 
for sometime now» and with your approval, 
we will take them as read. I now request the 
Secretary to read the Report of the Auditors. 

1969 has been a very troubled year in our 
home State of Andhta Pradesh; political agi¬ 
tation for the implementation of the guarantees 
for the Telengana Region developed into a full- 
scale movement for a separate Telengana State. 
The agitation took a violent form over a pro¬ 
tracted period, resulting in frequent disruption 
to nonnal life. Inevitably, industry and com¬ 
merce suffered heavy losses and your Com¬ 
pany also lost production because of curfews, 
hartals and power failutes. Nature added to 
the distress of the State by the cyclone havoc 
which inundated whole Districts of Coastal 
Andhra, I am glad to say that the over-heated 
political atmosphere has cooled down and wc 
can hopefully look forward to a period of 
peace and economic recoveiy. 

tn my speech last year, I gave an account of 
our modernisation plans to achieve the twin 
objectives of hlghbr speeds and efficiencies and 
further improvements in quality, 1 am glad to 
sty dutt our initial expectations have been rea¬ 
lised and the Factmy hasacquired a '^newlook' ’ 
in keeping with modem trends in Cigarette 
Manulhcture^ There is always scope for further 
improvements and we are working to a five- 
year plan. 

It is my impression that the origin, compo¬ 
sition and d^opment of the Company are 
not genebslly known^ mid 1 would like to say a 
finv words on this subject in the hope that it 
Witt be of interest both to Shaitholders and the 

CtiABMlNAR was first nsanufimtured in 
tihe early 111201, In a small Way by the family 
ftns of Vaair Sidtan 4k Sons, The popularity 
attd demand tot this ciguetle quickly out- 
Ifth mafintetdrioi and finaaciat re^ 
ami^ 111 19^, 

a UP under die 

filM bf 1M VAm 

le^stiM in 
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family, the then Nizam's Qoveminent end a^ 
large number of equity shareholders in and ogt^ 
side. Hyderabad became partners in the enter¬ 
prise with shareholders from abroad who ptd- 
vided the necessary resources in madiineiy, 
technical staff and manufacturing krtow*»how 
to set up a modern plant. The ManapBment, 
had the foresight to lease a large tract of land 
to set up the new Factory and it was possible, 
in subsequent years, to extend and enlarge the 
plant with no problem of space- 

Under the new management, the distribution 
of CHARMINAR was spread from its home 
in the old Hyderabad State to all parts of the 
country, and it is today a truly National brand, 
smoked by all sections of society from the Hi¬ 
malayas to Cape Comorin and from the Naga 
Hills to the deserts of Rajasthan. Production 
had to keep pace with demand and we can now 
claim to be the largest single Cigarette Manu¬ 
facturing Unitin South-East Asia. 

While this is a very fine record, the point 1 
wish to stress is that from the very beginning, 
the Government and the Public have been part¬ 
ners in the business and this is reflected in the 
membership of your Board which includes re¬ 
presentatives of the Andhra Pradesh Govern¬ 
ment and the minority shareholders- They 
have given us invaluable assistance and advice 
in furthering the interests of your Company. 

The composition and traditions of your Com¬ 
pany have also influenced its management phi¬ 
losophy which is to identify itself with the main 
stream of community and business life in the 
country. This philosophy finds expression in 
many ways ; we have pioneered devriopment 
work in backward rtiial areas, distributing 
and establishing demand for fsrtiUreia and in¬ 
secticides, providing credit, supporting Edu¬ 
cational and Technical Institutions, medical 
centres, family planning and many other ser¬ 
vices to the community. 

While 1 have s^poken of Productivity before, 
1 would like to touch upon one aspect which is 
unique and that is the worker's participation in 
productivity. Whereas many manaikcturjng 
units work on individual incentive schemes and 
determine Bonus on profits made, we hold the 
view that pcofitablity under nonnal conditions 
is under control of management, as emp¬ 
loyees do not participate in decision making. 
They are, however, respoittible for productivity. 
This thii^ing ]cd« some years ago, to the crea¬ 
tion of Comprehensive Bonus Plan, which has 
subsequently been modified and brought 
up-to-date. 

This Sebeme incorporates a Pro^Mctivity la¬ 
ment Index for different levels of produsliOB, 
Workmen get advances each month againat the 
Pinkhi^Mua tndiat, and the ftaid is 

mde at Bie^thine of paying Old 
tBlf tha Bomis amoqcMi to over five 
moiifijik* baafc I tUtk yon #itt agi^ 


that rewards directly linked with ProdoctfVity 
are eminently sensible, and the added hdiiefit 
4 that this Bonus covers not only machine oper 
rators, but also all non-management employeei 
in'the Plant and Office. Apart from the mosidj 
rary aspect, the Scheme gives the emptoyeea 
a greater sense of dignity and involvement in 
the Company's production plans. 

Another aspect of our business, which I 
would^ like to mention, is the contribution 6t 
your Company in the field of import substitu¬ 
tion and development of local supplier, it has 
been our policy to be self-suificlent and, over the 
years, we have helped start a number of small 
scale workshops ip Hyderabad and outside, to 
supply the Factory with spare parts, compo¬ 
nents for balancing equipment, and some of 
our printing and packaging requirements. The 
technical know-how and other assistance pro¬ 
vided has helped these small manufacturers fp 
branch out into other lines. I am hapi^ to 
report that the quality of materials and work- 
mansliip has been very good and this is testi¬ 
mony to the skills which exist in our country, 
which need to be encouraged. 

Turning to current business performaiuB* 
you will see that the Report reflecte a very skr 
tisfaciory trading year in that the Sales have 
risen to Rs. 32 78 crores and the afUu’-tax Pro¬ 
fit to Rs. 82 lakhs. The efficient employmefit 
of the shareholders* money can be seen fimib 
the figures presented in the Annual Report. 

I think it is only right that 1 should mention 
in this context that trading conditions may ndl 
always be so fkvourabie. Apart from risii!^ 
cosu of raw materials and overheads, the price; 
volume relationship is the critical factor, whkh 
can be afibeted by further levies of excise dutW 
and the consumers' resistance to bi|^r pricey. 
What is required is price stability for reasonable 
periods of time, to allow the market to a^ust 
itself. Given such stability, there is every hope 
of your Company continuing to progress. 

From the Accounts before you, it will have 
been noted that in order toensure fiiat sufficietf; 
funds are available for the replacement of Fixed 
Assets and Raw Materials, it was considetM 
advisabJe to transfer the sum of Rs 8,56«<l^ 
to Fixed Asset A Stock RapJacement Rew^. 

The financial results for the year have been 
good, and your Directors have, fiterefore, re¬ 
commended a final dividend of Rs. 1 -25 per 
Ordinary Share, bringing the total dividend for 
the year to Rs, 2 2S per Ordinary Share, which 
can be considered very satisfactory. 

In oonelusion, I would like to express my 
thanks and that of the Board to all those wiio 
have cDifiinuipd to support us--^the shaieboldire 
die fifiployees, the managsment and last but 
not least, our esieenred emtomers, whom we 
are prtvileiM 

h/bre tUs does not puqKMt to be a 
reeeid or the proceedings of the Annual Oene^ 
ref Meelbii 
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investing for Development 
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wtaenftwaafint niUHhadtelMS. 

•aBOcy^^oM^ic^^ falanideiMl 

conency MmaMBt* Tfaft life NutIbbo'e 

article dealt with the pmpedi of thfeigA 
la vettn acnt in its hiitoclw pentMCtive aM 
mim vety Intnidtivp teadbu. Q. M. Altar 
deatt taitb llw oonttovenia) omfotam of aervfotag 
of foreign debt by deveiopmg eonatifoi. ^Tbe 
lastartieie on intemationel wdftar .ttndeidmta- 
lopod conatriei is by P.W. Reata i ita i n - Ro- 
daaandaetbeadlton hafo poiotad oet 
one could not have wished for a qwre ashaeot 
tive neatnwttt trfdiia eubiedt tbsa mta 
Witt* its catrenM^ Mumiiinting appeodix. 


The vohime bdongs to the deee Of booba 
which are to be diewed and prpperiy <fo|Miad. 
By reading varioitt theodec, oRen oonfucting, 
cottoeming InvHtnwBt, the readet oomet to 
appreciate the importance of theoretical analy* 
ala as also limitationt of theory wbenhiibeug 
applied to rUSiKeat developing oountilee. u 
the reader potsesBes the neoetflaiy. patkiioe and 
reads the with care and attemionp he witt 
fiod that hit efforts are edequettly rewarded. 


Having publiidied The Economics of Urnkr- 
ikeehpment in 1958, the authors have edited this 
second volume Aeceieratit^' Investment in 
Developing Economies, which is devoted to the 
hmstment problems and policies. The pie- 
atnt volume contains twenty-three articles by 
eminent economists relating to acoeleration of 
investment in newly devero|>ing countries. 
The articles are classified into sit sections. The 
iirst section is entitled 'Investment and Econo¬ 
mic Growth* and it coutaios five articles by 
ain^ eminent authors as Albert O. Hirschmon, 
liul Streeten, P. F. Kahan, Howard S. ^is 
mid A. K. Catrncross. The first article deals 
whh controversies regarding balanced versus 
iiObalanoed growth and place of capital in eco¬ 
nomic progress. Hirschman, the famous ad¬ 
vocate of the theory of unbalanced growth. 

however, concludes by sa:^ng : .the real 

task of social scientists is to help the leaders 
of the newly developing countries to scrutinhae 
their own experience and, instead of rejecting 
it outright, to search in it for clues to the strate- 
m best suited to thv ir own environment**, 
fnis is being least dogmatic about one's theory 
and should be acceptable to alt. Paul Stieeten 
on the other hand is more specific. He opines 
that if the plan to progress is studded with obs¬ 
tacles and if the removal of obstacles pushes 
the advance forward by less than the remaining 
oibstacles retard it. balanced growth is advisable: 
if on the other hand, obstacles, though serious, 
aee few or of unequal strength and if overcom¬ 
ing one releases forces that carry advance 
rather, unbalanced growth is more promising. 
Prof. Ellis analyses the 'big push* philosophy 
of economic development and concludes that 
the economic development of the most advanced 
cmsnttkn, at least, scarcely seems to be the 
leault of crash programmes of investment. 
Dbeusamg the place of capital in economic 
progras. Prof. Caimeross opines that there is 
I jpeater danger that the importance of capital 
in relation to economic progress will be ex¬ 
aggerated than that it will be under-rated. 


The second section contains six articles by 
A. £. Kahn, Hollis B. Chen^, Walter Galen- 
son, Harvey Letbenstein, A. K. Sen, Maurice 
Dobb and K. N. Riq on investment criteria. 
The first two articles deal with well-known cd- 
tgrioA of social marginal productivity. Walter 
Oalensozi and Harvey Leibenstein are of the 
opinion that sucoessflil economic development 
under present conditions, particularly in the fitoe 
of gross economic backwardness, hinges large¬ 
ly on the introduction of modem toclmolc^ 
upon as large a scale as possible. Prof. A. K. 
Sen has advocated a fresh approach to the prob¬ 
lem of choice of technique^ for the Consumer- 


goods sector. Maurice Dobb has presented 
ris viewa on the conflict in policy aims of ma¬ 
ximizing employment and maximizing growth 
rajtes and discusses the tina element involved. 
Prof. Rid examines some important aspects, 
particularly those relating to certain social costa 
and the time element pertaining to the appli¬ 
cability of investment criteria to choice of pro¬ 
jects in 'the public sector. 

The third section contains three articles which 
analyses the problems involved in investment 
decisions in developing countries. Prof, 
Reddaway discusses the usefulness of'the over¬ 
all marginal capital: output ratio* as a tool of 
economic analysis. Prof. Hirschman deals 
with the regional and geographical distribution 
of investments in the context of durl economy 
prevailing in some of the developing countries. 
H. G. Aubrey discusses the various problems 
which the private entrepreneurs have to face in 
making investment decisions, such as rationa¬ 
lity, tradition and sentiment, etc., etc. 

The fourth section contains two articles on 
the role of deficit financing in developing eco¬ 
nomies. Singar provides a comprehensive sur¬ 
vey of the possibilities of using deficit financing 
for capital formation purposes in the public 
sector and Dorrance deals with the dangers of 
inflation. Accordinj; to him it is true thrt 
per se rapid economic development is likely to 
provoke inflationary pressures and therefore, 
one of the problems calling for high priority 
in de^oping economies is the restraint on 
infiation. 

The fifth section, containing three articles, 
deals with the problems of fiscal policy. The 
first article by J.H. Adler deals with fiscal policy 
in general; the second by A. R. Piest deals with 
fiscal measures and capital accumulation and the 
articles by H. P..Wafd deals with the problem 
of taxation of agricultuie In developing eco¬ 
nomies, Prof. Wald has ^owo how agri¬ 
cultural taxation offers a promising solution to 
some pressing fiscal problems of countries in 
early stages of economic development, no 
two countries however can follow exactly the 
same path but all can profit firom the experience 
of others. This section is the most unsatisfac¬ 
tory part of the book and with a little more care 
and industry, the section could have been easily 
improved. w 

Thesixth and the last ie6tira,ccmtaintng four 
artkl^ deiJa wl^ ffvb pfi^Ms df forehmfitt- 
anoesnd aid. The first irtldlef^SaloiP^isaa^ 
aadlhmous article ra post-wm fomign invest¬ 
ment. This article is fis jd^F^ficant today as 


MLID GROUNDWORK 

International Economics aims at mm^ting the 
demand by teachers and students for an up-to- 
date text book to cover the etementa of modem 
international economic probleiiis. the author's 
object is to produce a book containing the body 
ofknowledge with which every aspiring gradu¬ 
ate in economics ought to be fhmfliar and 
which will at the same time provide a ground¬ 
work text upon which those who wish to 
specialize in the subject might he able to build. 


The book starts with a discussion of the 
fundamental problem in pure theory of inter¬ 
national trade, namely the question of what 
determines the pattern of international trade. 
In chapters 2 and 3 the author has succinctly 
summarised the views of Adam Smith, Ricardo, 
J. S. Mill and Taussig who in 1927 published 
what up to that time was perhaps the most 
systematic analysis of the doctrine of compara¬ 
tive costs as developed by Ricardo and the 
English classical writers. Taussig's work was 
"almost a twentieth century apoiogia for Ri¬ 
cardo's labour cost doctrine.*' This is follow¬ 
ed by Haberlcr and by the Heckscher-Ohlin 
approach with its emphasis on factor endow¬ 
ments and by Leontief, P.T. Ellsworth and S. 
Linder. Linder argues that "Firstly economics 
of scale in the home market must be stich as to 
enable a country to manufartum a product 
sufficiently cheaply for it to be competitive ^ 
export markets. Secondly, general economic 
conditions in the export markka must be rather 
similar to those in the domestic, market." Ha¬ 
ving gone through all these theories it becomas 
obvious that thm is no simple explanation for 
the pattern of trade between any two participa¬ 
ting countries at any given point of tube. Jk- 
pan is the best example in pQst*^r years which 
seems to defy any m^icular dteory of intema*^ 
tional trad^ exporting capitat^intensiva commo¬ 
dities to a country such as the USA end labour^ 
Intensive coimhodities to countries in Asia and 
Africa wn^ labWis abiindaht. After thie 
the author analyses the terms of trade beftmab 
countries espA discusses the vimioiis memodi 
used to meabtns chanra (n thra tram- 
next two chimm(5^andd) deal fhe exar 
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tbip between 49coiiomic growth atiid Intomattonal 
tnwlo. 

Chapter* 11 to 19 are concerned with the field 
of international monetary economics. The au¬ 
thor ha* discosasd briefly but with rare clarity 
ftuch problems as dmwing up a country's balan¬ 
ce of payments statement* effects of income chan¬ 
ges in one country upon its balance of trade and 
on the economies of its trading partners, the 
question of relatiombip between internal and 
external equilibrium and the appropriate po¬ 
licies for securing both objectives, the deve¬ 
lopment of the Imernnional Monetary Fund 
System, the suggestions for the reform of the 
IMF and the recent problems of the UK and 
the sterling. 

In chapters 20 to 23 Prof. Wells examines 
some of the problems of economic integration 
and makes a critical assessment of some post¬ 
war attempts at such integration. Tn a sense 
this is the best part of the book. After analy¬ 
sing customs union tlieory, the author has su¬ 
ccinctly explained and analysed the various 
attempts at integration such as Common Weal¬ 
th Preference Area, European Coal and Steel 
Community, Benelux Union, European Eco¬ 
nomic Community, European Payments 
Union, European Free Trade Association, the 
Latin American Free Trade Area (LAFTA), 
the Central American Common Market 
(CACM), the Equatorial Cu&trus Union 
(of Chad, Gabon, the Central African Repub¬ 
lic and former French Congo) and the Come- 
con. The author Jhas attempted no more than 
thumb-nail sketches of selected problems faced 
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by these various attempts at economic rntth 
gration and the way they are being tackled. 
And yet he has succeeded beyond measures in 
drawing a Ibirl}^ clear picture of the post-war 
situation in this field. He has also pointed 
out the contradiction involved in the member¬ 
ship of most of these coumries of GATT 
which aims at removing various trade barriers 
and liberalising imernational trade and simul¬ 
taneous attempts by most of thrse countries to 
create bUxs and raise bairicrs against the non- 
members. In the last chapter the author deals 
with the most intractable world economic prob¬ 
lem in recent years, namely the special problems 
of the developing countries. The author 
has clearly explained how with the passage 
of time the terms of trade are getting more and 
more adverse against the less developing coun¬ 
tries who mainly produce primary goods. This 
means since they cannot ptiy for their imports 
by export earnings they are forced to borrow. 
Many developing countries have been borrow¬ 
ing almost continuously since 1948 and the 
burden of repayment has been such that in the 
case of some countries (such as India); signjti- 
cani proportion of each year's capital inflow 
has to be earmarked for interest payment or 
debt repayment. UNCTAD-U could offer little 
consolation to these countries. 

Some two-thirds of the world's population 
live in countries where income per head is 
below £ 100 a year so that together 
these countries account for less than 13 per cent 
of w orld income. Clearly mankind has a long 
way to go before it dws more than touch the 
fringe of the problem of world poverty. The 
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reader of this iHiok has certainly the aatisfaetton 
that he is trying to understand the problems the 
solutions of which will go seme way towards 
©radicating poverty in which so many of I'.is 
fellow men are doomed to Jive. 

This book will .^erve ns an excellent text-book 
tor students at thr gradiuitc level of Indian 
universities. The nuihor lias drawn heavily 
on RMines in hiternutnmal Vnmvmks, on va¬ 
rious books by Prof. J.F,. Meade and on Dr. 
Corden's Saiuy.of fmernutionnf Traik Jimnv. 
Short Guide to Literature which the author has 
appenefed at tlK'end of csery chapter indicates 
lie best available liuTaiure on various topk^ 
and w*!!! prove to be an excellent guide for 
those who are interested in specialising in in¬ 
terna tionn i economics. 


BREAKING NEW GROrND 

An immedkte increase in India’s exports is 
indispensable to national economic survival. 
The past experience however has di.sclosed tlie 
existence of certain basic deficiencies that will 
have to be removed before an enduring export 
promotion cfl’crl can be built up and sustained. 
Some marked inadequacies e.\ist in respect of 
{a) training of personnel engaged in foreign 
trade, (/») market research, (rj basic research 
on problems of tntcrnalional trade, and (<ftt 
dissemination of market information and 
intelligence. Export Marketwp Opetatiom--^ 
A Case Study Approach is intended to enable 
the Indian Institute of Foreign Trade to train 
export managers more effectively by bringing 
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actual Indian exptort i^oblemx into the dais' 
room for students and instructors. 

Expi^rt marketing management represents 
a retailvelv new field. There is no standard 
ajjthoriunivf book on this subject in India, nor 
is any suitable material in tlic fit Id of export 
marketing available. The aisc method has 
become such an integral part of modern mana- 
genKsnt education that there is no esc?pe from 
developgicnt of suitable Indian cases. The 
Institute conducted erse research in various 
export organisations in 1968-69. The results 
of these fim efforts have been brought together 
in this book. 

The first chapter deals >^ilh the case method 
and oiimnarison is made between the case me¬ 
thod and the other instructional methods iiv^d. 
The crux of the case method is that “it derives 
its life and^ pattern from actual cases and not 
from any ikeconceived notions." Because of 
its inductive nature of approach, the larger the 
number of cases dealt with and more their 
variety and complex!ly, greater will be the 
scope of its development. The definition and 
exposition of the case method is extremely de¬ 
fective. A comparison is made between *the 
case method’ and ‘the general method*. The 
former is supposed to involve group discussion 
while the latter merely lecturing which is the 
other name given to the general method. This 
is not true and even the general method can be 
taught on the basis of mutual discussions. 

Inflaence of Variables 

Chapter two deals with the conccptional 
framework for analysing export marketing, 
import marketing is essentially an art wliere- 
in a number of variables have their influence. 
And therefore any attempt to frame a rigid con¬ 
ceptual framework for reference is bound to 
fiiH. And this is what has happened here. 
Statements such as “— sub-plans must be 
developed for each major export marketing ins- 
Ifument. Tiicsc sub-plans must be coordina¬ 
ted and integrated into an export marketing plan 

for a given market abroad.Horizontally 

and vertically coordinated sub-plans and area 
marketing plans nui^t be brought together an 
overall global marketing plan for the company" 
is something that is too vague and unworkable. 
In export marketing there are certain important 
factors such as preferences of the consumers, 
pricing of the product, proper sclw'tion of 
^annels of distribution, proper dissemination 
of product information, availability of service 
facilities and planning and developing of a lo¬ 
gistics system, which have to be carefully con- 
ttidered. Around these factors the authors have 
tried to build a formalised conceptual framework 
in very verbose language and with charts which 
though intended to be aids are actually most 
confounding. What ought to have been ihc 
most important part of the book lias thus be¬ 
come the most confusing and most disappoin¬ 
ting. 

1 ho third chapter contaias the collection of a 
number of cases in the export marketing field. 
Export organisations have been selected on the 
basis of personal judgment of ten research wor¬ 
kers. Attempt has been made to include firms 
from the public sector as also the private sector 
and international companies as also domestic 
fbrms- While selecting export marketing ope¬ 
rations. special emphasis is placed on problems 
aUch as identifying export market opportunities, 
anning the product for export market, csta- 
ishing financing policy and price strategy for 
foreign markets, selecting overseas channels 
of distribution, developing promotional plans, 
setting up service facilities and designing export 
marketing logistics system. 

This chapter containing the case studies is 
easily the best pan of the book and gives more 
insight into export problems than tJte first two 
i^pters. 

Mr BhasKara Rao has analysed the perfor¬ 


mance of the State Trading Corporation of India 
in respect of banana exports. He has drawn 
special attention to the problems of storing and 
transportation experienced so far. He is of 
the opinion that looking at the world import 
statistics, it is evident that Japan, Italy and the 
t fSSR. arc emerging as important markets for 
bananas, especially showing a distinct preference 
in favour of Indian Dwarf Cavendish variety. 
But it must always be kept in mind that the 
picture may chants at any time and continual 
watch is the essence of successful export mar¬ 
keting. Mr K. N.Mehrota has analysed the 
export performance of the Handicraft and 
Handlooms Export Corporation, with special 
reference to the variety known as ^Bleeding 
Madras’ whose exports have been declining in 
recent years. Mr S. S. Mehta analyses the 
problems faced by Mohan Manufacturing Com¬ 
pany when they faced the problem of whether 
or not to accept an order for hardware items 
from Kenya. Mr Vikram of Bharat Interna¬ 
tional is of the opinion that only big export 
houses with large resources and diversified mar¬ 
kets and products could undertake export busi¬ 
ness more efficiently than small exporters. He 
has cited the example of Japan where 10'to 12 
export houses together handle more than 90 
per cent of the total export trade of the country. 
According to him big export houses can afford 
to sell at a loss in one market neutralising it 
by profits from other markets. The ABC 
Radio Corporation of New Delhi is the story 
of a man (Mr O.P. Agarwal) who started from 
a scratch in a small living room in New Delhi 
and subsequently built up his organisation to a 
stage where it enjoyed reputation for manufac¬ 
turing quality products in electronics industry. 
These pages read like a chapter in a novel. All 
these case studies are extremely valuable and 
will give to the Indian exporters an idea of multi¬ 
farious problems which they have to face in 
the world market. This might enable them to 
adjust their policies accordingly. 

A basic bibliography on export trade appended 
at the end of the book gives extremely valuable 
information on export trade. The bibliography 
has attempted to bring together important li¬ 
terature of current interest from a wide variety 
of sources. For easy referendb the material 
has been arranged under subject headings such 
as trade statistics, foreign trade, money, banking, 
transport and economic surveys of various 
countries. This fair comprehensive list com¬ 
prising of 494 books and papers is easily the 
most valuable prrt of the book from tlie point of 
view of the Indian exporten. 


TOO AMBITIOUS EFFORT 

Tlie author’s justification for adding one more 
book to the plethora of books which are co¬ 
ming out during recent years on different aspects 
of Indian economy is that most of the books 
written on this subject are ’stereotyped and 
lop-sided’ in their treatment and therefore, he 
was compelled “to provide a cogent reading 
material on Indian Economy, touching both its 
theoretical and applied aspects with somewhat 
greater emphasis on the theoretical aspect.** 
The author proposes to cut down all dead wood 
such as study of the decline of handicrafts and 
historical portion of India’s industrial econck 
my etc. 7/ie Dimensions of India's Industrial 
Economy is the first of a scries of five volumes 
(he author proposes to write. 

It is indeed a laudable objective and there is 
need for such a text book, compreliensive, ana¬ 
lytical and growth-oriented. The author has 
maintained this theoretical stance while writing 
the first three chapters after wHS^ the treatment 
becomes thorou^ily conventional. The chap¬ 
ter on the managing agency system is good; 
but there is nothing new in it. Treatment of 
the management of public undertakings is tho¬ 
roughly inadequate dealing as it does with only 
the forms of pubfje i;ifi<lirtakmg.s; and their 
accountability. Omission of such vital aspects 


os price policy of puldic enteipriaes ard their 
performance is a serious lapse, especially tUdM 
plenty of material is now available on the sub^ 
ject. The chapter on industrial finance is **ster- 
eotyped* and the problem of foteign capital is 
disposed of in less than two pages ! One cer¬ 
tainly expects a much detailed anal:^is of the 
various problems raised by foreign investment 
and collaboration in India. The two chaptm 
on labour and trade unibns are essentially his¬ 
torical in nature and the treatment is perfunc¬ 
tory. The last two chapters on small-scale 
industries in India contain nothing new but 
only repeat what every ordinaiy text book 
contains. 

To attempt to compress in less than 200 paoes 
all the complex problems of India's industrial 
economy is much too ambitious a task and there 
is no special merit in brevity for its own sake* 
That a book on India’s industrial economy pub- 
lisbod as late as 1968 should exclude from its 
dimensions such topics as rationale and loca¬ 
tional pattern of Indian industries, tariff policy, 
rationalisation and productivity on which con¬ 
siderable theoretical and applied matt^-ial is 
available at the present, amounts to, to put it 
mildly, an unpardonable lapse. Speltinsf mte- 
takes are galore and as regards the literary 
gems in the book, a single sample should 
suffice. On page 25 the author writes: **Thc 
methods of democratic planning may not 
go all the way with the hungry people however 
enchanting be the will of hopes, unless the le¬ 
gacy of reality is tolerably substantiated as a 
reward for the toil and patience called for in 
them.” 


VOCATIONAL ECONOMICS 

After reading the short foreword by no less a 
person than Prem Kripal, educational adviser 
and secretary to the Government of India, who 
congratulates Mr Pal, for his book Introduction 
to Vocational Economics as a ’commendabte 
effort’ and for ’cutting relatively new ground 
in education and economics’, one begins to 
read the book with great enthusiasm and expec* 
tations. By the time the reader comes to the 
end of the book (if he has the necessary patience 
to wade through these 300 pages), he gets an 
idea of an excellent model of how a book should 
not be written. 

Our perspective planning is mostly in aggre¬ 
gative general terms, there being no defied 
indication of year to year requirements in future 
of different categories of people from different 
vocations, say of civil, mechanical and electrical 
engineers and of teachers to teach them and so 
on. There is thus no doubt that aggregative 
planning will have to be supplemented by appro** 
priate planning of these vocational details. 
This alone will be comprehensive and realistic 
planning and would remove all possible bottle¬ 
necks in future. It is the latter aspect whJ^ 
vocational economics is supposed to deal with 
and the author’s plea that ’’vocational econo¬ 
mics should have been given its proper place 
in the development process” is mildly Inti¬ 
mate. The study of vocational inahniiig should 
form an integral part of maiti^wer plaimiag, 
as it is an indi^nsable elem^t of econo^ 
and social plamiing. Vocational plannhtt 
should estimate supply and demand potemh£ 
at every stage of economic devejjgpment and 
make adjustments accdrdmgf/. This wodtp 
require vocational and eduCatidtiaJ guidan^ 
which at present is nobody’s,business. 

Mr Pal makes an attempt Id,gfVe an outlii^. 
in this book on vocatiow economics, of thed^ 
of empioyiittenL bf^nunmational trade, of mana- 
tary and fisw theories, of growth theoj^ 
ww .not: And having brieily stated theib 
theories in the most pc^unctory and onsatli- 
factory manner, the author invaiiaNy ends widi 
the statc^nient that 
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tmall patas deal with tuch complex cmuepts 
4fi4ii^'Asthefoklstanditt4»cefl^ bankuig, 
fm trade, rate of exchange, the Keyneaian 
theory sad so on generally in less than 15 
to 20 lines. There is a hodgepodge of economics 
politics, sociology and psydiology. There 
IS summary at the end of every chapter and 
implications of analysis which however, are not 
implications at all. And at the end of the book 
thm is summary of the whole book! The 
au^or is not at all clear in his mind as to what 
vocational economics is and indulges in vague 
generalisations from the first page to the last. 
The claim, therefore, that new subject has 
been uncovered, and a thought provoking and 
^Henging discussion is initiated** is an empty 
claim. 

AN INCISIVE ANALYSIS 

Vikas Publications of Delhi whose Economic 
Prohims of Indian Agrietdiure was reviewed 
favourably in these columns (dated December 
5, 1969) have added a new feather to their 
cap by bringing out this excellent volume by 
l^in Behan. 

The economic crisis through which India is 
passing necessitates an examination of many 
delicate and complex problems. Our five-year 
plans have failed to provide gainful employ¬ 
ment to the new entrants to the Indian labour 
market; industrial fluctuations and recession 
have not been controlled effectively so far; de¬ 
ficit financing has assumed menacing pro¬ 
portions and appears to have come to stay: 
devaluation has failed to reduce the level of 
India's imports, while India’s exports do not 
show any long-term prospects of growth; the 
hope of our prices stabilising has practically 
vanished and above all the vast rural areas in 
India have remained practically stagnant even 
two decades ufter independence. These are 
all disturbing and challenging questions on 
which many useful publications have already 
appeared. 

But the present study by Bepin Behari is di¬ 
fferent from others. This book provides in a 
simple way tlie theoretical background in the 
light of which Indian problems are analysed. 
It equips the reader with the necessary theo¬ 
retical tools for analysing the various economic 
problems with a view to arrive at his ow»> co»*- 
ciusions, eschewing as far as possible personal 
prejudices and predilections. 

The author begias and begins rightly by 
analysing the price mechanism which is the heart 
of the modern economic system, capitalist or 
socialist. lias described in a lucid manner 
the dements of the price theory and against that 
bacl^ound has analysed the problem of prices 
in India in all its aspects. He is of the opinion 
that the general factors for the price rise in India 
are increase in money supply generated by ex¬ 
panding public sector activities ftnanced by 
d^it financing, large outlays on non-produc¬ 
tive activities, faulty distributional channels 
and so on. For the proper solution of the 
price problem, if ever the problem is to be sol¬ 
ved, the author proposes that the consumer's 
sovereignty nnist be re-established, agricultural 
sector should be given due importance, expen¬ 
diture polifo^ of the government should be pro¬ 
duction-oriented, quality of administration 
must be improved and the question of proper 
motivation for social action should be appro¬ 
priately oonsictered. THfs is a more compre- 
ndksive study of the Indian pric» problem than 
is to be found in most other books on the subject. 

The chapter cm deficit financing is an equally 
fine article combining the theory of deficit nnan- 
and the Indian experie^ in the field. He 
has idiown how in the words of Prof. B. R. 
Sfaenoy deficit financing has proved to be **the 
best subsidy to communism*'. The article 
Qfi devaluation is an equally fine piece, Ha- 

S t^analyied devaluation of m Indian rupee, 
author has how *Ti^ Ira devalua¬ 


tion dMJsion illustmtes, how an. effective wea¬ 
pon of economic adjustment could be blunted, 
if wielded, at an inappropriate time and without 
making necessary preparations." 

The chapter on Indian exports is easily the 
best article in the book. Running well over 
60 pages, it is very detailed and compre¬ 
hensive. Export sector is **the key propulsive 
sector* * the successful operation of which de¬ 
pends on various domestic and international 
factors. Unfortunately, as in most other 
fields, here also India has not done well and her 
exports as percentage of her national income 
have come down from 5 ‘3 ner cent in t94S-49 
to 4 1 per cent in 1967-48 and as percen¬ 
tage of world exports have declined from 
2 *35 per cent to 0 *75 per cent during the same 
period. Offering more ofthe same commodities 
to the same people who no longer want more of 
them Iks at the basis of this poor performance. 
The author has analysed in detail the problems 
of India’s traditional exports such as cotton 
manufactures, jute goods, tea, leather goods and 
oil seeds and has shown how various develop¬ 
ments such as falling demand in advanced 
countries for primary goods, appearance of 
synthetic substitutes, lack of price competitive¬ 
ness of Indian goods, rising competition from 
other developing countrie.s in Asia and Afri¬ 
ca have all been underminiire India's position 
in world markets. The author concludes that 
overcoming her diificultie.s is not an easy task 
as it involves reorganisation of her internal 
economy and reorientation of her foreign rela¬ 
tions. Exports will have to be planned from 
the plant level upwards to the national level 
and export planning be made part of the gemral 
national plan. Merc slogans such as '’Export 
or Perish* will not capture foreign markets. 

Comparatively, the chapter on India’s imports 
is rather disappointing. The various problems 


of India's imports have not been dealt with as 
comprehensively as those of Indians exports. 
Such treatment was necessary in vkw of India’s 
rising imports. Unfortunately there is hardly 
any reference to the impact of the investment 
of foreign capital and of foreign collaboration 
on India’s imports. The problem of import 
substitution requires more detailed armlysk in 
view of the possible waste involved in a policy 
of reckless import substitution. 

Some aspects of the problem of Indian agri¬ 
culture have been very well analysed. The state 
patronage in various forms for more than two 
decades has sapped the initiative of the Indian 
agriculturists with the consequence that agri¬ 
culture in India lias failed to become a viable 
business proposition to this day. Agriculturists 
must realise their obligations to the nation and 
begin throwing away their crutches and face 
realistic market forces. The author’s approach 
to the Indian agricultural problems is quite 
refreshing. 

Certain chapters as those cm foreign aid and 
planning, though good in themselves, require 
some more information and refinements if they 
are to be of as high a quality as the other chap¬ 
ters. Also half a dozen spelling mistakes mar 
the beauty of the otherwise excellently produced 
book. 

All in all it is an excellent book. The author 
with his facile pen has succeeded eminently, ins¬ 
pite of the inevitable use of much technical jar¬ 
gon, in putting across his ideas in a very 
lucid and readable manner. His clarity of ex¬ 
pression and exposition is evidently the outcome 
of clear understanding of the various problems. 
Exceptionally good tables enhance the utility 
of the book. It is an indispensable book to the 
students of Indian economy and to the admi¬ 
nistrators at different levels who are required 
to take vital decisions on various economic 
problems 


Three Annuals 


Capital, Aimual Survey of Economic and Public Affklrs, December 1969; edited by Dr. B. B. 
Ghosh and published by C. L. Seal, at Sri Guranga Press Ltd, Calcutta-9, on behalf of W.H. 
Targrett & Co., Ltd (the lessees under the owners Capital Ltd); Registered Office, 5, 
Mission Row, Calcutta; Pp 160; Price Rs 7 *50. 

Commerce Annual Namber, 1969 edited by Vadilal Dagli and published by D. B. Mahat- 
me on behf If of Commerce (1935) Ltd, Manek Mahal, 90 Veer Nariman Road, off Church- 
gate, Bombay 20; Pp. 292 + XVI; Price Rs. 10. 

Swarajya, Aunual Number, 1970; edited by Philip Spiutt and published by T. Sadastvam 
<^n behalf of M/s. Bharathan Publications Private Ltd, Madras; Pp. 240; Price Rs 5. 


Reviewed by S. 


As usual, the annual number of Capital con¬ 
sists of a collection of articles on different eco¬ 
nomic and political cum-social subjects contri¬ 
buted by central ministers and some of the fore¬ 
most writers and commentators of this country. 
Mr Jagjivan Ram, central Minister for Food 
and Agriculture, has struck an optimistic note 
in regard to foodgmins. According to him, 
this country will not need concessionary food 
imports from 1971 onwards. Dr S. Chandra¬ 
sekhar, central Minister for Health and Family 
Planning, has spotlighted the success attained 
in the family planning programme since 1964-65 
and has ri^tly urged that such measures as 
'’increasing the age of marriage, liberalising the 
statutory provisions for the termination of preg¬ 
nancies, b^ter facilities for education of chil¬ 
dren, especially girls" are important facets of 
the profiraume for planned parenthood. Mr 
Nirad C. Chaudhuri expresses his deep concern 
regarding the anarchical tendencies in our 
country while Mr G. M. Laud reviews the 
economic scene in a broad sweep and warns that 
in the coming years *’the burden will wholly 
fall on tile rich in the urban sector. * ’ Included 
in ^ list of contributors are Mr K, Rangachari 
(until reoautly editor Statmmm), Mr. Sudhir 
San, Mr Geotge BaireH <a fmaer editor of 
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Capital), Mr Bhabatosh Dutta and Mr N. Das. 
The total number of contributions is 27 covering 
a wide varkty of subjects. 

The annual number of Commerce, our con¬ 
temporary from Bombay, deals with the theme 
of infrastructure for our economy and discusses 
in an exhaustive way different aspects of trans¬ 
port and communications, public health, edu¬ 
cation and science, irrigation and power, insti¬ 
tutional framework and administration. The 
editor has put the problem of infrastructun in 
proper perspective in the opening article and has 
cogently ar^d for expansion m rural infras¬ 
tructure which has been neglected so far in our 
country. His suggestion *’to change the cha¬ 
racter of high school education in such a way 
as to generate a steady flow of skilled workixx" 
needs to be heeded by the government because 
It will not only solve the pi'oblcms of rural un¬ 
employment but will also give a boost to the 
rural economy. The annual number has also 
provided statistical profile, bibliography and 
the usual annual reviews of industries, stock 
maikets and commodity markets. 

Ewtraiya^% annual number every ye^r is a 
mixed hf^, and the present one is no exception. 
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It Ji«$ artic]«!S not only on various facets of our 
economic life but in regard to tmliticai social 
and religious as^ts as well. In llie Gandhi 
Centenary ye^r, it is not surprising to dind no 
less than four articles on Mahatma Gandhi. 
Rajaji has raised the issue of the 
Confess Party flag which resembles very 
much the national flag; he has urged that 
**there should be no deliberate or unintended 
confusion between the Congress flags and the 
National flag.** Discussing the rise and fall 


of nations* Dr. K.M.Muitthi has painted a hope** 
ful picture for the flituve of our country. 
have faith in the Indian people* particul^ly in 
our youth’* says Dr Mnnshi. On the other 
hand, Mr H.V.R. lengar (former governor 
of the Reserve Bank of India) laments that **the 
image of India has gone down’^ in tl^ business 
irOmmunity abroad. There are in lUl 47 artid^ 
in this annual number some of which have been 
illustrated with interesting double colour car¬ 
toons. 


{Werkf Mmk Occoskmat fiapei^): Jmk :Bai^ 
anson; FdbHstied IBRD and djmbtitied 
by Johns Ht^kins Press; Baltimore* Mary¬ 
land 21213, USA; ?p 103; Price 13.00 


Manufacture ^ Heavy EUctrieal Equ^ment in 
Oevehming Countrien : Ayhan Cilihgiroghi; 
PubiisM by IBRD and Distributed by 
Johns Hopkins Press; Pp 122; Price 3 3.(v 


Year Books 


INFA 69-70, Press and Advertisers Year Book : INFA * Publications, Jeevan Deep, Par¬ 
liament Street, New Dclhi-1; Pp 930; Price Rs 25 (postage extra). 

The Madras Stock Exchange Official Year Book 1969-70: Compiled and published by 
the Madras Stock Exchange Ltd., 322/.323. Linghi Chctiy Street, Madras-I; Pp 1231 + 
LViii; Price Rs. 15 (Postage extra). 


Productivit}\ Bargaining and Industrial Chtitwe: 
Nora Stetrncr; Published for the Foundatmn 
on Automation and Emplpyment Ltd. 
Pergamon Press; Pp 185; Price $ 5.50 (Hard 
Cover.) 


Fcrtilher Statistics (1968-69): Published by the 
Fertiliser Association of India; Pp 638; 
Price Rs 35. 


Reviewed by B. GANAPATHY SARMA 


lite Press and Adverthci s Year Book apr^aring 
.smart in u new olcganl two-colour jacket is now 
runnin|[ into its eighth edition. It brings to¬ 
gether in one compact volume all essential data 
which are so often required for reference use 
by busy executives ami professionals in Prrss 
and Advertising, who otncrvJ'ise have to wade 
through a mass of materials to get at the riglit 
type of information. Keeping in view the ex¬ 
panding and pressing needs of the users, INFA, 
the publishers, have paid particular attention 
not only to cover in depth all information but 
also to widen progressively the scope and 
coverage of data. 

The information is furnished in three distinct 
sections. Tlic first one deals with in “General* * 
on ell aspects of the Press such as the Press 
Registrar’s Report, the Press in India in 1968- 
69, Trade apd Professional associations, News 
and Feature agencies and other significant de¬ 
tails relating to press. The “Media Planning’ ’ 
section, in yellow pages, present a comprehen¬ 
sive analysis on an all-India and state-wise 
basis of the various educational institutions, 
students enrolled in several stages of education, 
assessees in different income groups, classifi¬ 
cation of population according to urban and 
rural break-up and other characteristics such 
as age, religion, language, and spread of lite¬ 
racy, analysis of circulation of important publi¬ 
cations in leading towas and cities and a host 
of other useful economic and statistical data. 
The last section is devoted to “Rates and Data’ ’ 
where more than 100 new trade and technical 
publications have been listed which makes it 
more informative than ever before. 

In brief, this handy compendium gtvinjg au¬ 
thentic, comprehensive and up-to-date infor¬ 
mation will certainly prove as an indispensable 
guide and invaluable book of reference to press 
and advertising professions in particular and to 
academic and research institutions in general. 

The Madras Stock Exchange Official Year 
Book gives complete details and latest informa¬ 
tion aWit all the companies oflicially listed in 
the Madras Stock Exchange. In addition it 
lists all the leading companies quoted in the 
other seven recognised stock exchanges in the 
country. In fact the scope and contents of 
the Year Book have been enlatgcd year after 
veer to meet the ineneasing interests of the iovest- 
ing public spread all over India. Further 
Mcy effort hiU been made to fiimish latest 
detail so as to enhance the utility of this annual 
compilation as a reference volume throughout 
the year. 

The Year Book attempts to give within a span 
of about 1300 pages facts and figures of all lea¬ 
ding companies febting to their directorate, 
management, capital structure, objects, conden¬ 


sed balance sheets, working results for the past 
one decade, and otbr valuable data. This 
apart, it provides details pertaining to central 
and state government loans, schedule of income- 
tax, rates of estate duty, wealth tax, gift tax 
and other useful information. Full details of 
the companies which raised capital in the market 
in the past few years have also been incorpora¬ 
ted. Considering the wealth of information 
it contains there is no doubt that this encyclo¬ 
paedic work will bo a source of ready reference 
and guide to investors and entrepreneurs as 
well as to those engaged in researcli work on 
company finances. 

Books Received 


The Myth of Independence : Zulfikar Ali Bhulto; 
Oxford University Press ; Pp 188; Price Rs 
28.50. 

The Contemporary World : William H. McNeill; 
Vora and Co Publishers Private Ltd, Pp 184; 
Price Rs 5. 

Profits in the Modern Economy: Edited by Ha¬ 
rold W. Stevenson and J. Russel Nelson 
Vora and Co Publish^ Private Ltd; Pp 
200; Price Rs 5. 

Management Control Manual for the Textile 
Industry ; Norbert Lloyd Enrick; Vora and 
Co Publishers Private Ltd; Pp 344; Price 
Rs20. 

Effect of Corporate Income Taxes on Mctkotls of 
Financing {Commerce Panmhlet Series ): 
Mohammad Mohsin; Published on behalf of 
Commerce by Vora and Co. Publishers Pri¬ 
vate Ltd; Pp 32; Price Rs 1.50. 

Constitutional Aspects of Rood Transport Taxa* 
tion (Commerce Pamphlet series) : A. Aruna- 
chalam; Published on behalf of Commerce 
by Vora and Co. Publishers Private Ltd, 
Pp 24; Price Rs 1 -50 

Motivation of Civil Servants Commerce Pam- 
pMet Series): S.S.Patit; Plublished on behalf 
of Commerce by Vora and Co, Publishers 
Private Ltd; Pp 34; Price Rs 1.50. 

Production and Consumption of Fertilizers (1968- 
69); PuMishfidby the Fertiliser Association 
of India ; Pp 78; Price Rs 3, 

International Policy for the World Economy: 
J.O.N. Perkins; George ABeo and Unwin; 
Pp 232; Price 38s. 

Automotive Industries in Developing Countries 


Poverty and Social Change with a Beoppraisah 
Tarlok Singh; Orient Longmans; Pp 352; 
l^icc Rs 25. 


Power to the People (A Chronicle of India: 
1947-67) : S. K. Dey; Orient Longmans; 
Pp 338; Price Rs 25. 


Consumer Preference Survey for Textiies in 
Andhra Pradesh: Published by Uie Market 
Research Division of the Textiles Committee, 
Ministry of Foreign Trade and Supply, 79, 
Dr Annie BesantRoad, Worli, Bombay-18; 
Pp 257; Price Rs 10. 


Consumer Preference Survey for Textiles in Tamil 
Nadu: Published by the Ministry of Foreign 
Trade and Supply; Pp 256; Price Rs 10. 


Cotton Counts its Customers (A Study of Raw 
Cotton Consumption by major end uses) 
[*ublished by the Ministry of Foreign 
Trade and Supply; Pp. 120; Price Rs 10. 


Consumer Preference Survey for Textiles in 
Rajasthan : Published by the Ministry of Fo¬ 
reign Trade and Supply; Pp 133. • 


Consumer Survey in Ludhiana: Published by 
by the Ministry of Foreign Trade and Supply; 
Pp 161; Price Rs 10. 


Size and CapifoLlntensity in Indian Industry: 
J.C. Sandkara; University of Bombay; 
Pp 163; Price Rs 14. 


Coal Directory of India 1969: Published by the 
Coal Board; 2/B, Ganesh Chandra Avenue, 
Calcutta-13; Pp 193+xii; Price Rs 24. 


The Export Experience of Developing Countries: 
Barend A. de Vries; Published by IBRD and 
Distributed by Johns Hopkins Press; Pp 86; 
Price 8 1.50. 


Sector and Project Pkuming in TnmspoHmion: 
Hans A. Adler; PubliSied by IBRD and 
Distributed by Johns Hopkins Pnss; Pp* 
78; Price $1.50. 

Eebteation mat Thitolw for industrial Develop* 
meat in India: Une Problem of Linkages: 
B.S. Venkata Rao; Staafbid latensatiwl 
Devriopniait Bduoarion Center; Pp 97« 


Role of Dkectars in Cjaagponp law\ B. Rao; 
Matas taw Jornnal 0me» Mylapm 
MadraM; Pp 44 B; ita Rs 25 . 
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Chandigarh Goes to Punjab 


Araft VBRV carefitlly weighing the claims of 
boO) PiUMab and Haryana, the Government of 
India announced on January 29,1970, that the 
capital project area of Chandigarh should as a 
whole go to Pupiib. Following is the text of 
the press communique: 

1. Consequent upon the reorganisation of 
the composite Punjab state under the Punjab 
Re-organisation Act, 1966, Punjab and Haryana 
has each been persistently demanding inclusion 
of Chandigarh in its territory. Claims have 
also been made by Punjab, Haryana and Hi¬ 
machal Pradesh for the exclusive control over 
the Bhakra and Beas projects. Apart from 
these, there have been claims and counter claims 
for territorial adjustment from all of them. 

2. In the interest of ^*amity and good neigh¬ 
bourliness* ’ between the people inhabiting the 
areas of tlic composite Punjab, Government of 
India has made repeated efforts to settle these 
matters on the basis of agreement between the 
parties. The Chandigarh issue had in particular 
been agitating the public mind, and the go¬ 
vernment had, therefore, announced in Parlia¬ 
ment on November 18, 1969 that in case no 
agreed solution was forthcoming, a decision 
would be taken and announced before the Bud¬ 
get Session of Parliament. 

3. Government lias considered various al¬ 
ternatives for settling this matter but no agreed 
solution has been possible. Keeping in view 
the desire of the people of each state that its 
capital should be at Chandigarh the feasibility 
of dividing the city has also been explored. 
Chandigarh is a planned city which was built 
to stive as the capital of a single large state. 
Its lay-out, architecture and beauty have evo¬ 
ked wide admiration and the city has acquired 
an intematiohrl repWtion. Government has 
therefore, comb to the conclusion ihrt it will not 
be in the interest of the people of Chandigarh 
or of either of the two states to divide the city. 
Accordingly after very carefully weighing the 
claims of the two states they have decided that 
iAe Cqp/m/ Project area of Chandigarh should as 
a whole go to Punjab. 

4. At the time of formation of the union 
teiritory of Chandigarh, along with the capital 
project area, certain adjoining areas which were 
previously part of the Hindi or the Punjabi 
legion were included in the union territory. 
Now that the entire project area is to be trans¬ 
ferred to Puiyats government has decided that 
the areas which were added to the union terri¬ 
tory from the Puqjabi region of the erstwhile 
state of Piiidab should be tnmsferred to Pun¬ 
jab add those from Hindi region to Haryana. 

A part of the Sakhpa lake hko fell in the Hindi 
leglofi Imt onpmptical considerations division 
of the lakg is ^ advisahle^ Hmice the 
enMnb lalse stong drM its eipbiiikiiiems will 


be kept as part of Chandigarh. 

5. Government has also decided that a 
part of the Fazilka tehsil of Ferozepur district 
in Punjab comprising the old 2ail of Fazilka 
and Fazilka town, the area within the jurisdic¬ 
tion of police station Khuian Sarwar and the 
area within the jurisdiction of the old Abolisr 
police station excluding the zails ofChandan- 
khera and Kendal should be transferred to Har¬ 
yana. (After careful verification a list of vil¬ 
lages and towns falling in this area will be 
published by the government). 

In order to provide contiguity bctw'ecnlhis 
area and the rest of Haryana a strip of territory 
of an average width of about one furlong along 
the inter-state boundary between Punjab and 
Rajasthan in village Kandukhcra of Muktsar 
tchsil will also be transferred to Haryana. 

6. Haryana will have to incur large expendi¬ 
ture in building a new township to serve as its 
capital. Keeping this in view, the Government 
oi India has decided to give a grant of RjS 10 
crores and a loan of the same amount tc the 
Government of Haryana. 

7. The Government of India hopes that the 
state government will soon select a suitable sile 
for its capital and start construction. How¬ 
ever, construction of a new' capital will neces¬ 
sarily take some years. The Government of 
Haryana will, therefore, continue to have the 
use of office and residential accommodation 
now allotted to them by the central government 


in Chandigarh for a period not exceeding five 
years. During this period Chandigarh will 
lemain a union territory, 

8. As regards other claims and counter¬ 
claims for readjustment of the existing inter¬ 
state boundary $, the government proposes io 
appoint a commission with suimbte terms of 
reference, which will be settled in consnitatioa 
with the governments of Punjab, Haryana 
and Himachal Pradesh. 

9- Transfer of the area tneniioneti in para S 
and transfers decided upon on the tecomntenda-* 
tians of the commission mentioned in para S 
will be effci fed simultaneously. 

10. Government intends to bring forward 
necessary legislation to give effect to these 
decisions. 

11. As regards the Bhakra and Beas projects, 
the Punjab Reorganisation Act provided for 
setting up a management board for Bhakra and 
a construction board for Beas Project, The 
slates of Punjab. Haryana and Rajasthan and 
the union icrritoiy of Himachal Pradesh are 
represented on these boards, which function 
under the overall control of the central govern¬ 
ment. The present arrangements have been 
made keeping in view the integrated irrigation 
and power systems based on these projects and 
in the interest of the beneficiary states. How¬ 
ever, such modifications in these arrangements 
as arc necessary will be considered. 

12. Govermnent hopes that these decisions 
taken in the best interest of the progress of the 
two states, will be accepted by the government 
and the people of the two states with goodwill 
and understanding. 
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A Quarterly Bulletin of "Eastern Economist", this publication surreys 
important developments in each quarter in the various fields of the national 
economy as well as in the world economy, organizes its material in a con¬ 
venient form and illustrates it with diagrams, graphs and charts. Its 
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Twe wHOUEiALB pficc* as measured by^ the oflR- 
cial index (with the year ended March ]962»= 
100) declined by 1 t>er cent to 16$ 4 during 
November* 1969 when compared to 17J *1 for 
the preceding month. The index for November, 
1969 was* higher by 1 *6 per cent when com¬ 
pared to the corresponding month of last year. 
During November 1969 ‘food articles’ receded 
by 3 '2 per cent to 191 O, liquor and to¬ 
bacco’ by 3 ‘7 per cent to 188 5, and ‘industrial 
ra^ materials’ by 2 -7 per cent to 170 *6 while 
‘fuel, power, light, and lubricams’ advanced 
by 0 ’ I per cent to 155 *4, ‘machinery and traas- 
port equipment’ by 1 *6 per cent to 137 *8 and 
‘manufactares’ by 0 -9 per cent to 144 *3. The 
index 'chemicals’ remained unchanged at its 
previous month’s level of 190*1. 

Food Articles 

The sub-group index for ‘cereals* moved 
down by 2 -4 per cent to 195 *9 due to a fall in 
the prices of all the cereals except wheat and 
barley, which showed a rise.' Lower prices of 
all the pulses brought down the index for ‘pul¬ 
ses', sub-group by 2 *7 per cent to 234 -1 The 
index for ‘foodgrains* witnessed a fall of 2 *5 
per cent to 202 *8. (At this level the index for 
Toodgrains’ was higher by 1 *5 per cent when 
compared with that of a year ago.) Higher 
prices of potatoes, onions, oranges and cashew- 
nuts pushed up the index for ‘fruits & vegeta¬ 
bles* sub-group by 2 *8 per cent to 167 *5. The 
prices of bananas, however, recorded a fall. 
Lower prices of milk and ghee brought down the 
index for ‘milk and milk products’ sub*group 
by 2 *9 per cent to 200 *7. Due to fall in the 
prices of all edible oils, except, coconut oil 
which depicted a rise, the index for 'edible oils’ 
declined by 8 6 jw cent to 189 *9. The sub¬ 
group index for ‘hsh, eggs and meat* moved 
down by I *9 per cent to 189 -6 owing to a fall 
in the prices of fish and meat. The price of 
eggs, however, went up. Lower prices of gur 
khandsari and confectionery brought down the 
index for ‘sugar and allied products’ by 3 *7 per 
cent to 168 *5. A fall of 1 *6 per cent to 185 *5 
in tlte sub-group for otlier food articles was duo 
to lower prices of black pepper, cummin, tea, 
coffee and betelnuts. The prices of chillies, 
cloves, cardamoms and salt, however, moved 
up. 

Liquor and Tobacco 

The index for this group declined by 3 *7 per 
cent to 188.5 due to a fall in the prices of toba¬ 
cco raw. The prices of ‘liquor and tobacco’ 
manufactures stood stationary. 

Fuel, Power, Light and Lubricants 

The index for ‘fuel, power, light and lubricants’ 
rose slightly by 0 T per cent to 155 *4 owing to 
^ higher prices of lubricating oil. The price 
of Castor oil, however, fell during the month 
under rcvciw'. 

Industrial Raw Materials 

Tlwf index for ‘fibres’ sub-group rose by 1 *5 
pst cent to 145 *8 on account of higher prices 
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Wholesale Prices 

of jute raw and mesta, hemp raw and silk raw 
although prices of cotton raw and coir fibre fell. 
Lower prices of alt oilseeds, except groundnuts 
an^jcopra, brought down the index for ‘oilseeds’ 
sub-group by 6 0 per cent to 193 -8. The sub¬ 
group index for 'minerals’ advanced by 0 *6 per 
cent to 141 I due to a rise in the prices of 
‘other ores’. Among ‘other industrial raw 
materials* sub-group, tanning materials and 
logs and timber declined while skins raw and 




lac rose with the result that^the Index for this 
group receded by 0 *4 cent to 166 *6. 

Chemicals 

The index for this group remained unchanged 
at its previous month’s level of 190 *1. 

Machinery and Eqtthmw^ 

The index for ‘machinery andItramport equip¬ 
ment advanced by 14 per cent to 137 r8 due 


INDEX NUMBERS OF WHOLESALE PRICES 
(By Groups and Sub-Groups of Commodities) 

(Base: 1961-62:»100) 


Croup and Sub-Group 

Monthly Averages 

Nov. Oct Nov 

1969 1969 1968 

Percentage 
increase (+) 
decrease (—) ih 
November 1969 
as compared to 

Oct. Nov. 

1969 1968 

Food Articles .. 

191*0 

197*3 

194 0 

—3*2 

—1*5 

Foodgrains 

202*8 

208*0 

199 9 

—2*5 

4*1*5 

Cereals. 

195*9 

200*8 

194*4 

-«2*4 

4 O *8 

Pulses . 

234*1 

240*5 

224*3 

—2*7 

+ 4-4 

‘ Fruits and vegetables .. 

167*5 

162*9 

182*3 

-H2*8 

—8*1 

Milk and milk products 

200 7 

206*6 

191*7 

—2*9 

—4*7 

Edible oils . 

189*9 

207*8 

176-7 

—-8 *6 

4 . 7*5 

Fish, eggs and meat •• 

^ .. 189*6 

193-2 

200*1 

—1 *9 

—5*2 

Sugar and allied products 

168 5 

175*0 

234*1 

-3*7 

—28-d 

Others 

185*5 

188*6 

140*4 

-16 

4-32*1 

Liquor and Tobacco 

188*5 

195*7 

196*2 

—3*7 

—3 9 

Fuel, Power, Light and Lubricants 

155*4 

155 2 

148*9 

■4-0*1 

+4-4 

Industrial Raw Materials 

1706 

175*3 

164*9 

—2*7 

4-3*5 

Fibres . 

145*8 

143 6 

158*5 

■fl-5 

—8*g 

Oilseeds . 

193*8 

206*2 

176-0 

—6*0 

+10-1 

Minerals . 

14M 

140 2 

135*5 

+0*6 

+4-1 

Others . 

166*6 

167*3 

155*8 

-0*4 

+6 9 

Chemirals 

190*1 

190*1 

172*0 

Nil 

+10-5 

Machinery and transport equipment 

137*8 

135*6 

133 *0 

•fl-6 

+3'6 

Electrical machinery 

133*2 

134*2 

134*9 

-0 7 

-1-3 

Non-clectrical machinery 

142*0 

137*4 

133 1 

<f3*3 

+6-7 

Transport equipment ... 

134*1 

133*6 

13} *1 

+0*4 

+2-3 

Mamifactiires . 

144*3 

143*0 

136*3 

■f0*9 

+ 5 -» 

Intermediate Products 

.. 159*2 

156*6 

146-5 


' +»•■? 

Finished Products .. 

.. .. 140 8 

139*7 

133*8 

+01 

' '-^3■•'2 ■' 













^ 4 fli« in ^ prto of *midiiiieiy other than 
eMbricalVnikd *tektile ttoTos/ 



tilt index for ifHermediate jModuets* exhibi'* 
ted a rifc of 1*7 cent to 159 *2 due to higher 
IM^cdi Of cotton ym, zinc, brass, o^per. tlh, 
lead. The fscloes of tayon yam, coir yam 
and linseed oil, however, declined. 

Fredocls 

J-Ugher prices of cotton manufactu^ (hand- 
loom doth) (+0 *7 per cent to 134-6), jute 
itianufiKttHes (H*4-0 per cent to 166*7) and 
ailk and nyon manufactuies (-f 0 -4 per cent to 
112 -9) raised the index for ‘tcxtOes’ by 1 -4 
per emit to 140 -9. The prices of woollen ma- 
nufbetures and coir mats and matting remained 
unchanged. The index for *metal products' 
stood stationary at its previous month's level 
of 148 *9. Higher prices of bricks and tiles and 
pottery goods pushed up the index for 'non- 
metallic products’ by, 0-8 per cent to 133*8. 
The index for 'oilcakes' advanced by 1 -3 per 
cent to 198 *7. The sub-group indices for che¬ 
mical products, leather products (shoes), rubber 
products, paper products & miscellaneous 
products remained unchanged at their previous 
month’s level of 137 -0, 97 -2,156 -5,120 -4 and 
120 -2 respectively. On the whole, the index 
for 'finished products’ moved up by 0 -8 per 
cent to 140 *8. 
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INiSCX NtMHBBB 0» ^WlOUSMX TUCES (Ctmld.) 

(By Ofoopa tni Sab^Ckoopa ef Conmodhias) 

(Base: 1961-«2t«^100) 


Groups and Sub-Group 

Monthly Averages Percentage 

increase (4-> 
decrease (-^) m 
November 19^ 
as compared to 

Nov. Oct. Nov. Oct. Nov. 

190 1969 1968 1969 1968 

Textiles. . 

140-9 

138-9 

132-7 

M 1-4 

+ 6-2 

Cotton manufactures. 

1346 

133-7 

129-3 

4-0 7 

+4-1 

Jute manufactures . 

166 7 

160-3 

146-8 

+4 0 

-t-13-6 

Silk and rayon manufacrures .. 

112-9 

112-5 

112-5 

+0-4 

+0-4 

Woollen manufactuies 

1690 

169 0 

158-1 

Nil 

-f69 

C^oir mats and mattings 

164-9 

164-9 

159-1 

Nil 

+3 *6 

Metal products . 

148-9 

148-9 

147-1 

Nil 

+ 1*2 

Non-Metallic products .. 

133-8 

132-8 

126 2 

+0-8 

+6-0 

Chemical products . 

137-0 

137-0 

130 1 

Nil 

+5-3 

Leather products (Shoes) 

97-2 

97-2 

92-8 

Nil 

+4-7 

Rubber products . 

156-5 

156-5 

151 -2 

Nil 

+3-5 

Paper products . 

120 4 

120-4 

112-3 

Nil 

+7-2 

Oilcakes . 

198-7 

196-1 

176-0 

+ 13 

+ 12‘9 

Miscellaneous products 

1202 

120 2 

119 8 

Nil 

+0-3 

All Commodities . 

168-4 

17M 

165-8 

-1-6 

+ 1-6 


Source ; Economic Adviser to the Government of India. 


INDEX NUMBERS OF INDUSTRIAL PRODUCTION 


(Basw : 1960»100) 


General Index 

Seasonally adjusted . 

Crude . 

Mining and quarrying . 

Manufacturing . 

Food manufacturing . 

Sugar (refined) . 

Vanaspati . 

Tea . 

Coffee curing . 

Cigarette manufacturing . 

Manufiiictureof textiles. 

Cotton textiles .* 

Cotton spinning . 

Weaving of cotton textiles. 

Woofien textiles . 

Jute^riles. 

and pimer products. 

Manufteture of paper 
Manufiseture of paper board 

l^bl^ products . 

Tytcsandtiibes . 

Cbemicalsandchem^ .. 

Ba^indujiitrial chemicals (including fertili- 

m»). 

Heavy organic Ghemk»ls .. u 

Hsivyiiiofsinkdbn^ .. 

. -AI- 


1969 

June 

July August 

172-9 

173 -3 

168-4 

169-6 

174-6 

169 4 

146*4 

145 -8 

140 -5 

163 -8 

169-7 

164-2 

130 >8 

135 -2 

129 -7 

45-9 

20-6 

13-8 

121 -3 

144-4 

142-9 

154-1 

182-2 

173 -1 

164-3 

103-0 

66-0 

156 9 

185-8 

167 -6 

109 0 

116-2 

no ‘8 

109 -5 

117-0 

N.A. 

122-8 

130-9 

N.A. 

92-8 

99 5 

N.A. 

142-7 

154*5 

N.A. 

79-5 

86*7 

52-2 

200-0 

199*6 

200-6 

197 -5 

196-8 

197-1 

227-6 

N.A. 

N.A. 

221 -6 

248-7 

219 4 

264-2 

294-9 

268*7 

207-4 

2^-6 

213-1 

270 8 

300-4 

288 4 

258-5 

255-1 

271 -1 

:^5‘3 

3074 

213-7 




Juno 

1969 

July 

August 

Synthetic resin and plastics 


170-6 

206-5 

174*7 

Synthetic fibres . 


221-4 

236-9 

170-8 

Dyestuffs and dyes 


191 *9 

220 4 

194*9 

Fertilizers . 


438-1 

525 *3 

563 -9 

Paints, varnishes and lacquers 


112-5 

118-1. 

109-4 

Fine chemicals 


1.32-1 

171 -0 

151*7 

Petroleum refinery products 


273 -3 

291 -6 

291 -5 

Non-metallic mineral products 


162-3 

169-5 

177-0 

Cement . 


166-1 

180-4 

166-5 

Basic metal industries 


200 2 

209-0 

199-5 

Iron and steel basic industries 


190-5 

202 4 

192 1 

Non-ferrous basic metal industries 


252-6 

244-6 

239-7 

Aluminium manufacturing 


409-9 

397 ‘8 

389 -2 

Metal products . 


205 -9 

204-1 

198 -6 

Machinery (except electrical) 


357-6 

360 4 

351 -1 

Industrial machinery 


133-1 

126 4 

151 -5 

Electrical machinery 


324-1 

324 -7 

305-0 

Transport equipment 


131 -2 

120-0 

136-0 

Motor vehicles 


146-5 

146 -3 

154 -9 

Motor cycles and scooters 


476 0 

521 4 

489*7 

Bicycles and tricycles 


189*1 

135 4 

153.3 

Electricity 


304 -3 

N.A. 

N.A. 


Souree : C.S.O. 
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f«39nMf3)M970 f^ISllRN ECaM>k|liT 20S 

V40IA9 VORBIGN BttHANBB RBS» 


In Rupees lakhs In millions of US dollars 


Ttansactions with Transactions with 

LM.F. tM.F. 


Variatioas Variations 

over the over the 

pieviDus previous 

Bod of Gold^ Foreign Total year/ Drawin- Ri^ur* Gold* Foreign Total year/ Draw- Repur- 

exchange* Reserves month gs chases exchange* Reserves month ings chases 

(1+2) (7+8) 





1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

It 

12 

1960-61 



.. 117,76 

185,85 

3a3,61 

-59,25 


10.71 

247 

391 

638 

-124 

. , 

22*5 

1961-62 .. 


.. 

tl7,7« 

179,55 

297,31 

—6,30 

119,05 

60,70 

247 

378 

625 

—13 

250 0 

127*5 

1962-63 ' 

-• 

• • 

.. 117,76 

177.34 

295,10 

—2,21 

11,90 


247 

373 

620 

-5 

25 0 

•• 

1963-64 

• • 


.. 117,76 

188,05 

305,81 

+10.71 


23,80 

247 

395 

642 

+22 

•• 

50*0 

1964-6S .. 


• • 

.. 133,76 

115,92 

249,68 

-46,13 

47,62 

46,61 

281 

244 

525 

—117 

100 0 

100-0 

1965-66 .. 

*• 


115,89 

182»09 

297,98 

+48,30 

65.46 

35,71 

243 

383 

626 

+ 101 

137 -5 

75*0 

1966-67 

.. 


.. 182,53 

295.91 

478,44 

+ 18,046 

89,29 

43,09 

243 

395 

638 

+ 12 

187*5 

57*5 

1967-68 .. 

• • 


182,53 

356,02 

538,55 

+60.11 

67,58 

43,23 

243 

475 

718 

+80 

90*0 

57-S . 

1968-69 

.. 


.. 182,53 

394,17 

576.70 

+38,15 


58,50 

243 

526 

769 

+ 51 


78-0 

July 1968 

. • 


.. 182,53 

356,75 

539,28 

—57 


- 

243 

476 

719 

—1 


. . 

August 1968 



182.53 

352,58 

535.41 

—3,87 



243 

471 

714 

—5 



September 1968 



.. 182,53 

383,14 

565,67 

+ 30,26 


*• 

243 

511 

754 

+40 


. . 

October 1968 

.. 


.. 182.53 

399.29 

581,82 

+ 16.15 



243 

533 

776 

+22 



November 1968 



182,53 

367,40 

549,93 

—31,89 


•• 

243 

490 

733 

—43 


.. 

December 1968 

.. 


182,53 

328,99 

511.52 

—38,41 


30.03 

243 

439 

682 

—5J 


49*0 

January 1969* 


V. 

.. 182,53 

325,72 

508,25 

-3.27 


22.87 

243 

435 

678 

—4 


30*5 

February 1969 



182.53 

349.06 

531,59 

+23.34 

•• 


243 

466 

709 

4-32 


.. 

* March 1969 


.. 

182,53 

394,17 

576,70 

+45.11 


5,60 

243 

526 

769 

+60 


7*5 

April 1969 

.. 

.. 

182,53 

446,88 

629,41 

+ 52,71 

•• 

37,46 

243 

596 

839 

+70 


50*0 

May 1969.. 

.. 


182,53 

457,90 

640,43 

+ 11.02 

•• 

•• 

243 

6U 

854 

+ 15 



June 1969 



.. 182,53 

445,90 

628,43 

-12,00 

• • 

• * 

243 

595 

838 

—16 


.. 

Ally 1969 


.. 

182,53 

462,71 

[645,24 

+ 16,81 

•• 

•• 

243 

617 

860 

+22 


>. 

August 1969 



.. 182,53 

468,84 

651.37 

+6.13 

•• 


243 

626 

869 

+9 



September 1969 

. . 


.. 182,53 

485.15 

667,68 

+ 16.31 



243 

647 

890 

+21 


. . 

October 1969 

•• 


182,53 

503,05 

*685,58 

+ 17,90 

•• 

- 

243 

671 

914 

+24 


•• 


(1) Otdd has be^ valued gt Rs^ 53,:$S per 30 gnms up to May 1966 and at Rs. 84 ^39 per 10 grams thereafter. 

(2) for^ assets of the Reserve Bank and governme^ 

(3) Movement in reserves ; increase <+) /dccfease (—). 

*Rro^Moiiat; 


Sewce : Reserve Bank of India 











206 


B4S1SRNBCOf«»l|0ST mnmAitm 

comjmMrmcBVsmf^m3»miKitoa 




Centre 



1960- 

61* 

J961- 

62 

196^ 1963- 
63 64 

1964- 1963- 1966- 1967- 
63 66 67 68 

1968 

1968* Oct. 
69 

May 

1 

June 

July 

1969 

Aug. Sept. 

Oct. 











(1949»i00) 









AU-India 

,, 

,, 


,, 

124 

127 

131 

137 

157 

169 

191 

213 

212 

219 

210 

216 

218 

218 

218 

216 











(1960»100) 










Ali-lndiat 













174t 

180 

173 

178 

179 

179 

17? 

178 

Ahroadabad 





102 

103 

105 

no 

124 

130 

148 

168 

165 

174 

166 

169 

168 

169 

173 

171 

Atwaye « 





102 

105 

106 

112 

130 

145 

158 

183 

198 

209 

200 

210 

210 

205 

194 

192 

Asanso] 





97 

100 

105 

115 

126 

140 

145 

168 

176 

179 

174 

177 

177 

179 

179 

180 

Bangalore 





lOt 

106 

109 

114 

124 

144 

159 

172 

180 

186 

182 

184 

186 

186 

185 

184 

Bhavanagar 





101 

103 

104 

107 

123 

132 

152 

173 

176 

185 

174 

175 

174 

180 

179 

178 

Bombay 





100 

104 

106 

108 

119 

130 

147 

162 

167 

166 

173 

178 

177 

176 

176 

176 

Calcutta 





97 

102 

108 

114 

124 

131 

148 

163 

170 

176 

166 

171 

172 

173 

175 

180 

Delhi 





101 

104 

108 

114 

128 

136 

152 

172 

178 

185 

179 

182 

187 

187 

187 

186 

Digboi 





103 

104 

108 

113 

126 

138 

160 

198 

185 

189 

177 

179 

180 

182 

181 

179 

Gwalior 





103 

108 

109 

115 

131 

139 

160 

191 

179 

188 

174 

183 

190 

186 

186 

184 

Howrah 





98 

101 

107 

113 

126 

137 

154 

178 

181 

183 

173 

177 

173 

176 

178 

180 

Hyderabad 





102 

104 

108 

115 

128 

140 

158 

167 

173 

183 

183 

189 

189 

186 

186 

186 

Jamshedpur 





98 

102 

105 

109 

122 

136 

158 

183 

171 

176 

16S 

168 

171 

173 

174 

174 

Monghyr 





103 

104 

105 

111 

132 

151 

187 

215 

185 

189 

175 

184 

188 

189 

200 

193 

Mundakayam 





101 

104 

107 

111 

127 

138 

152 

173 

186 

199 

185 

194 

199 

198 

193 

188 

Nagpur . 





96 

97 

98 

106 

131 

138 

148 

164 

165 

172 

169 

174 

176 

178 

176 

177 

Sahatanpur 





101 

103 

106 

112 

134 

141 

163 

188 

176 

180 

177 

181 

184 

183 

180 

180 

Sholapur 





99 

99 

109 

106 

123 

128 

150 

165 

167 

170 

170 

173 

177 

175 

176 

176 


♦Relates to the period January to Match 1961 except for all-IiKlia (1949 ••KW). 

tRelates to interim series fer working class disccnticued firm August 1968. The figures from August 1968 arc, however, estimated on the basis 
that 100 of the series with base 1960=100 equals to 121 -54 of the interim series, 

£Average of eight months from August 1968. 

Source; Labour Bureau. 


CONSUMER PRICE INDEX NUMBERS FOR URBAN NON-MANUAL EMPLOYEES 


(Base; 1960=100) 


Centre 


1961-62 

1962-63 

1963-64 1964-63 

1965-66 

1966-67 

1967-68 

1968-69 

1968 

Sept. 

June 

1969 

July Aug. 

Sept. 

• 

All-India 


104 

108 

113 

124 

132 

146 

159 

161 

165 

166 

168 

169 

169 

Bombay 


103 

107 

114 

125 

132 

142 

153 

156 

159 

164 

164 

163 

16S 

Delhi-New Delhi 


105 

111 

116 

125 

131 

142 

154 

162 

165 

166 

168 

170 

170 

C^utta 


102 

107 

112 

118 

126 

139 

152 

156 

160 

160 

161 

163 

164 

Madras 


105 

111 

116 

125 

133 

147 

154 

154 

155 

159 

161 

160 

159 

Hyderabad Secunderabad 


104 

107 

111 

122 

133 

147 

155 

159 

163 

169 

169 

168 

167 

Bangalore 


106 

111 

115 

124 

133 

145 

156 

160 

164 

164 

165 

166 

166 

Lucknow 


102 

105 

no 

125 

132 

146 

159 

156 

160 

160 

163 

1^ 

165 

Ahmedabad 


103 

105 

112 

125 

131 

146 

160 

162 

166 

168 

168 

170 

171 

Jaipur 


105 

108 

115 

126 

133 

130 

1^ 

168 

174 

172 

178 

180 

180 

Fatna 


102 

106 

111 

124 

139 

160 

179 

174 

176 

178 

182 

183 

m 

Srinagar 


111 

120 

128 

134 

143 

160 

* 160 

167 

169 

173 

175 

173 

174 

Trivandrum 


105 

no 

113 

122 

131 

146 

165 

168 

169 

171 

173 

174 

174 

Cutiack-Bhubaneshwar 


107 

113 

122 

135 

142 

154 

164 

167 

169 

167 

170 

172 

171 

Bfiopal 


109 

111 

115 

128 

133 

144 

166 

166 

173 

168 

175 

177 

176 

Chandigarh 


105 

108 

114 

124 

129 

U43 

155 

164 

166 

167 

171, 

172 

173 

Shilkmg 


103 

107 

114 

121 

123 

134 

ISS 

163 

166 

164 

167 

170 

166 


Swrot: Central Statistical Orguisalioa 
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NBC Tapered Roller Bearings are manufac* 
tured in collaboration with Federal Mogul of 
USA (Bower) in a completely automatic plant 
fitted with special Inspection gauges to check 
bearing accuracy at each stage of production. 
And every inspection tool undergoes Its own 
tests for accuracy ! 


WIDERANBE OF APPUCATIONS,COMPLETE INTERCHANOEABIUTY, 
INTEIMATiONAL QUAUTY AND PRECISION 


national Esgimsriimtndsstrlss ltd. (Bsarinfi ilMsisi^ Jaiirar 

t SalH Offleat ■ India Exchtnga Bldg. Calcutta -1 ■ 6/3, 
Advant, 12-A, Foraahora Road. Bacfcbay Ractamation, Bombay 
gi fOA/t Aaaf Ah Road. Naw Delhi • 1 ■ Amar Nlwaa^ 
as, Majitha Road. Amrttaar ■ 1S>90, West Parlaewamy Road, 

8 .3. Puram, Coimbatore ■ 1DSA Relief RoaA (Behind Bank of 
idia) Atimadabad • 1. 
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H S t: Turning the Corner 
MonttlU7 Policy Needs Integrated Approach 
ibouifHng Our Dollar Exports 
$k#|kton In Roy Jenkins’ Cupboard 


Planning With(out) Tears? 

In Its latest shape (and as approved by th« unk 
cabinet) the outlay on the Plan foi both the publlo at 
private sectors has been fixed at Rs 24,856 crorea. It 
not known why the planners as well as the governina 
fought shy of raising It to the figure of Rs 25,000 cron 
Could this marginal difference make any great dlffereiti 
in relation to the volume of finance Involved? May b 
odd-looking figures smack of delicate sophistlcath 
and numerical expertise I 
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Our strength is in our peoph as much as in our steel—and in this youngster’s eyes is reflected 
the security of a happy home life, made possible by intelligently planned parenthood. All; Jau^sbedpur* 
family planning is working. 
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Planning With(out) Tears ? 

At last a note of finality has been struck in regard to the size of the fourth five- 
year Plan. The union cabinet last week approved the financial outlay, increas¬ 
ing it by Rs 457 crores over the level indicated in the draft circulated by the plan¬ 
ning Commission last year. In its latest sha^ (and as approved by the union cabinet) 
the outlay on the Plan for both the public and private sectors has been fixed at 
Rs 24,855 crores. It is not known why the planners as well as the government 
fought shy of raising it to the figure of Rs 25,(XX) crores. Could this marginal 
difference make any great difference in relation to the volume of finance invol^^ ? 
May be, odd-looking figures smack of delicate sophistication and numerical exper¬ 
tise! 


The increase in outlay has been accompanied by readjustments in the shares 
of the private and public sectors. Whereas the public sector share has been 
increase by about Rs 1,580 crores to Rs 15,879 crores, that of the private sector 
has been lowered from Rs 10,(XX) crores to Rs 8,976 crores. This is an indication 
of the present mood of the government which seems to be determined to lay over¬ 
whelming emphasis on the public sector which unfortunately has exhiUted ex¬ 
treme inefficiency in the deployment of resources in the past two decades. It 
is highly likely that the arithmetical exercise in regard to the part of the private 
sector in the fourth five-year Plan would turn out to be an ill-mformed guess, if 
the private sector is allowed to play its rightful role in the economy without any 
undue burdens either through fiscal pressures or monetary policies, it might put 
up a much better performance. 

Despite marginal modifications in the outlay of the Plan, the broad pattern 
for raising resources, though not revealed so far, cannot be drastically different 
from what was indicated in the draft of the Plan. The draft anticipated that the 
public sector undertakings would throw up a surplus of the order of Rs 2JXO 
crores during the Plan period. There cannot be much of a change in this figure 
in the revised Plan, ft is a well-known fact that these undertakings have already 
accumulated huge deficits, which are currently proving a heavy burden on the 
economy. Unless the working of these undertwinp is improved—and at present 
there does not seem to be any indication that the government is seriously apply¬ 
ing its mind in this direction—it may be difitcult for them to fulfil the role assign¬ 
ed to them. The size of the Plan might have to be curtailed if these undertakings 
are not run on business principles. 

The borrowing programme of the government during the fourth Plan period 
was expected to raise resources equivalent to a little less than Rs 4,(XX) crores ac¬ 
cording to the draft of the Plan. In its new version, the Plan will need perhaps 
a little more than Rs 4.0(X) crores through this source. The bulk of these funds 
will have to come from the savings of the household sector especially in the rural 
areas where new pockets of surplus purchasing power have emerged in the wake 
of the green revolution. The banks in particular will have to play a vigorous part 
in this effort. The share of urban areas may not be very large because of the drop 
in family savings due to rising prices in the past few years. 

In each plan period the government has attempted to raise resources through 
additional taxation; the fourth Plan is no exception in this regard. In a growth- 
oriented economy, there is no difficulty in absorbing mild dosages of taxation. 
If the economy continues to expand in the manner envisaged in the Plan docu¬ 
ment, small increments in taxes might not cause any deleterious effect on the 
economy. Here, the centre might succeed in its efforts but the states are likely 
to fail b^use of relative political instability. Recently it has been observed 
that in some of the states the ministers ate not able to attend to day-to-day 
administrative problems because of the political manoeuvring which goes on 
all the time. 

It is feared that the flow of foreign assistance in the fourth Plan period 
mi^t not be according to expectations. The recent herculean efforts in regard 
to poshing up exports have not created a situation wherein imports could be 
balanced by exports in the Plan period. An encouraging indication, however, has 
been given by tne detections of businessmen and bankers which visited our 
couh^ in the current l^ancial year and which expressed great confidence in 
o^r economy, ft is now for the government to implement some of the sugges¬ 
tions made by them so that the flow of foreign capital, both on public and 
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private accounts, could at least be main- has been made for increasing oil relining 
tained, if not accelerated, at 4he preced* capacity in that state, 
iog years* level. 

The sector«wise allocation of outlay 
The Planning Commission as welt has not been made known. It is reported 

as the government have repeatedly been that the allocation for energy has not 

warned by critics about harmful been enhanced despite the persistent 

effects of large deficit financing. Conse* demands of the ministries concerned, 

quendy, the government seems to be In regard to electricity in particular, 

determined not to seek any significant as we pointed out in our Annual Num- 

assistance from the Nasik press for its ber,.the fourth Plan target of 22 million 

development efforts. That is why the KW is an under-estimate. The experts 

order of delteit financing has been kept both in the government ministries and 

small and it would be resorted to only outside are of the view that if the Plan 

in years when the supply of consumer is not to face serious bottlenecks, the 

goods and foodgrains in particular is target should be revised upwards to 28 

adequate. million KW. This seems to be a serious 

lacuna in the Plan. 

The Plan as approved by the union 

cabinet has shown increased consider- There is no doubt that the Plan in 
ation for rural areas. It is a right deci- its final version is not an unrealistic 
sion because the rural areas will be call- document. The Planning Commission 
ed upon to play a prominent role in the has wisely refused to be bullied by exu- 
implementation of the Plan. The in- berant critics who wanted its outlay to 

crease in the outlay of rural electrifi- be increased by 30 to 40 per cent, 

cation by lb 43 Croces'to Rs ISO crores However, successful implementation of 

will promote minor irrigation through the Plan will depend largely on the 

the popularisation of pumpsets. Simi- economic policies pursued by the gov- 

larly, the decision to increase the emment If measures ate taken to acce- 

outlay for the Agricultural Finance lerate the pace of production both in 

Corporation from Rs 145 crores to agriculture and industry and all irri- 

Rs 200 crores is welcome. Among the tants to increase in efiiciency are elimi- 

industries, increased funds have been nated, the rate of savings (as well as 

allotted for steel including the expan- investments) is likely to reach the targets 

sion of Bhilai and Bokaro. Assam has listed. The moot question is; Will the 

received special consideration; a petro- government learn any lessons from its 

chemical complex in the state has been past follies and pursue such policies as 

included in the Plan. Also, provision promote growth ? 

HSL : Turning the Corner 

It is indeed gratifying to note that 18 months on the three major prob- 

after incurring losses to the tune of lems confronting the undertaking. These 

nearly Rs 40 crores both in 1967-68 are ; (t) the filling up of gaps in the 

and 1968-69. the Hindustan Steel top managements both on the adminis- 

Ltd (HSL) is gradually turning the trative and technical sides; (n) the long 

comer. With the hot metal production overdue maintenance, and breaking of 

at its three mild steel producing units technological bottlenecks; and (/;/) 

at Rourkela, Durgapur and Bhilai, labour trouble, 

aggregating 3.33 million tonnes during 

the nine months to December last, as So far as the top management is 
against 3.19 million tonnes during the concerned, no doubt some critical gaps 

corresponding period last year, the still exist—the undertaking has still to 

output of ingot steel improving from have whole-time technical and financial 

2.752 million tonnes to 2.789 million directors—Whence efforts are being made 

tonnes and that of salable steel from to train up talent from within the com- 

1.92 million tonnes to 2.046 million pany’s own employees so that the de¬ 
tonnes. and a substantial step-up in pendence on outsiders ma)/ be elimina- 

the production at the Durgapur Alloy ted. The necessity for this apparently 
Steel Plant, this premier public sector has arisen because it has not been 

undertaking is expected to close the possible to find suitable personnel to 

current financial year with an appre- man these jobs, may be due to the general 

ciably reduced loss at about Rs 26 paucity of such men in the country or 

crores. The performance apparently owing to the unattractive salary struc- 

would have been much better had ade- ture of the HSL. A good deal of re- 

quaie consideration been given to HSL's organisation, of course, has already 

high capital block while revising steel been done in all tho'departments and 

prices recently. just below the top level. 

A more encouraging fact, however. As regards the maintenance prob- 
is that a good deal of conco-ted thought lem, the critical gaps in inventories, 

has been bestowed during the last particularly the fast-moving ones, have 


been located and attempts are beibs 
made to ensure a regular flow of apuee 
and parts—as far as pqssilile from the 
indigenous sources and if this is not 
feasible from foreign suppliers. Not¬ 
withstanding its cumbersome 
licensing procedures, the central go¬ 
vernment has lent good support in uus 
task. The main difficulty that remains 
is the long lead time bodt in reflect 
imports and supplies from indigendus 
sources. A phasro programme has now 
been drawn up for improving the 
mechanical condition of the various 
units so that the tempo of activity can 
be raised steadily to the expanded levels 
of 2.5 million tonnes ingots at Bhilai, 
1.8 million tonnes at Rourkela and 1.6 
million tonnes at Durgapur. If the pro¬ 
posal to grant foreign exchange allo¬ 
cation for a period of five years instead 
of year-to-year allocation, which is 
being considered currently, is finally 
accepted, tilie problem of maintenance 
would apparently be solved once for 
all. 

Attention is also,being paid to fill 
the technolopcal gaps which have 
remained in the expansions by and 
large completed at the three mild steel 
plants. The two main technological diffi¬ 
culties in regard to Bhilai are said to be 
the inadequate supply of high quality 
refractories and the diesel locos re¬ 
quired for movement of materials and 
products within the plant. In the case 
of Rourkela, the main technological 
bottlenecks are the expansion of the 
lime calcining unit and the replacement 
of stripper cranes. At Durgapur. not 
only have the coke oven batteries to 
be rebuilt but also blast furnaces have 
to be relined. Some equipment, such 
as the VIC cranes, have to be com¬ 
pletely overhaul^ or replaced. There 
are also difficulties in respect of sup¬ 
plies of locos and refractories. At tne 
alloy steel plant, difficulty is being 
experienced in regard to ferro-alloys, 
apart from the gestation period troubles 
and the capacity of the stainless steel 
sheet rolling mill being not as expected. 

With a view to overcoming the short¬ 
age of locos and refractories, imports 
are being arranged for meeting die 
requirements till indigenous capacity— 
for which plans have already omo 
drawn up—comes up. In regard to 
locos, some improvisation has also 
been done by using Kirioskar Cummina 
engines. The replacement equipment 
has already been ordered abroad. 
Preliminary work has also been com¬ 
pleted in respect of the cotpaiunon of 
the lime calcining unit at Rourkela; 
in the meanwhile, arrangements are 
behig made to use lime chips. To meet 
the coke requiremteits m Dmmnir, 
arrangnxtents have been ffiiahaeain^ 
outside supphets. It |a h< 9 >eo that ul 
the teefank^ difficulties WQtdd be over- 
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during Uie course of the next 
fiiuuiciaJ year. 

Given industrial peace, the HSL, 
therefore, should be able to improve 
its operations a good deal during the 
next financial year. If the utilization 
of capacity in 1970*71 is around 75 
per cent, as against nearly 65 per cent 
this year, it is expired to nearly break 
even. The worst*fait among the various 
units of the HSL apparently is the 
Durgapur Steel Plant. Although cur¬ 
rently there is apparent peace at this 
plant, thme is enough evidence avail¬ 
able in the wheels and axels shops of 
go-slow tactics. In Rourkela too labour 
trouble appears to be rearing its head. 
Bhilai also is having its share of labour 

Monetary Policy Needs 

The monetary authorities are seriously 
worried about the developments in the 
money market in the past few weeks and 
it has been hinted that fresh attempts 
might be made to impose stringent restri¬ 
ctions and even make credit more cost¬ 
ly. The increase in advances of the 
scheduled commercial banks in the lirst 
three months of the 1969-70 busy 
season to the extent of Rs 278 crores 
against only Rs 109 crores in the face of 
a sii^tly less pronounced growth in 
deposits, Rs 140 crores against Rs 145 
crores, has been responsible for a reduc¬ 
tion in investments by Rs 76 crores and 
an increase in borrowings of member 
banks from the central banking institu¬ 
tion by Rs 104 crores in the same period. 

In the first half of the last busy season 
investments declined only slightly by 
Rs 4,5 crores while borrowings record¬ 
ed a modest rise of Rs 11 crores. ft 
must be pointed out, however, that the 
larger dis-investment of securities in 
the past three months is due to the 
prevalence of a higher liquidity ratio 
at the beginning of the season. Actually 
even with a drawing down of invest¬ 
ments, their ratio to deposits was 
even marginally higher during 
the week ended January 30, 1970, 
as compared to the corresponding pe¬ 
riod in 1969. As with record additions 
to deposits in 1969 banks experienced 
even a problem of utilising available 
funds till the fourth quarter of that 
year, it was not expected that a situation 
will suddenly develop in which it would 
be necessary for the monetary authori¬ 
ties to reverse their earlier policy of 
liberal lending and even jack up inte¬ 
rest rates. 

No comprehensive data have been 
made available about how the increase 
in advances has taken place since the 
middle of December and whether any 
undesirable tendencies have emerged. 
But it has been roughly estimated that 
between raw cotton and oilseeds about 
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unrest, though on a smaller scale. In 
an integrated steel plant, bottlenecks 
even in a minor shop or section can 
throw overall operations asunder The 
workers, therefore, have to appreciate 
that the operations of an integrated 
steelworks are quite different from 
other undertakings where upsets in 
one unit may not do much damage. 
The HSL management has made valiant 
efforts to meet the grievances of work¬ 
ers through such measures as intro¬ 
duction of incentive schemes, train¬ 
ing programmes, day-to-day dialogue 
with workers, etc. But the political 
overtones of labour trouble are easily 
discernible. Will the politicians do 
something about it? 


Integrated Approach 

Rs 50 crores has been additionally ad¬ 
vanced while sugar stocks have been 
mounting regularly. These latter alone 
could have accounted for an extra 
amount of Rs 60 crores. It could thus 
be said that the unusual demand for 
funds is only in respect of raw cotton 
and oilseeds and to some extent other 
commodities such as steel and non- 
ferrous metals which are in short supply 
and which are also costlier. But if the 
special character of the seasonal expan¬ 
sion of credit is borne in mind and selec¬ 
tive controls are adopted, borrowing for 
genuine purposes need not be penalised. 

If on the other hand a panicky view 
is taken and an unduly cautious attitude 
adopted it will lead only to fresh curbs 
on industry and trade and it is quite 
likely that the pace of economic re¬ 
covery will be slowed down and there 
may be an accentuation of inflationary 
pressures if there is liberal lending at 
the same lime to borrowers in the prio¬ 
rity sectors. If the annual statements 
issued by some banks are any indica¬ 
tion, it may even be argued by experts 
that the difficulties of the banking sys¬ 
tem are due partly to the increase in ad¬ 
vances to constituents in the agricultural 
sector, small-scale industries and the 
provision of liberal credit facilities to 
the state electricity boards and other 
public bodies. 

The Governor of the Reserve Bank 
and the custodians of the nationalised 
banks and others should, therefore, 
discuss at the meeting to be held on 
February 18, what the new factors are 
that have been responsible for a vigorous 
growth in credit and whether it would 
be desirable to restrict credit to the 
big borrowers while lending liberally to 
others. The difficulty has arisen because 
of the cumulative effect of the locking 
up of funds against foodgrains, a re¬ 
vival in economic activity and liberal 
tending to small borrowers after the 


213 

14major banks were nationalised. It had 
been hoped that with a faster growth of 
deposits and a fairly stable level of prices 
no unmanageable situation would 
arise in the 1969-70 busy season and 
only in the second quarter of this year 
the Food Corporation of India might 
find it necessary to seek the assistance 
of the banking system in a big way for 
financing its procurement opera¬ 
tions and create buffer stocks. While 
it has been contended that FCl and 
other agencies have not added to the 
pressure on the hanking system so far, 
it is quite likely that in May-July next 
it will be necessary to effect large pur¬ 
chases of foodgrains if it is decided by 
the central government and chief 
ministers, in the next few weeks, that 
there need not be any significant changes 
in restrictions on the movement of fo^- 
grains. The estimates of the output 
of food crops in 1969-70 indicates 
that a new record exceeding 100 
million tonnes may be achieved. The 
earlier calculations have therefore 
been upset because of unexpected rise 
in prices for some commodities and the 
big accumulation of sugar stocks. 

It is needless to say that the central 
government has a responsibility at this 
stage to reduce the pressure on the 
banking system by taking over the lia¬ 
bility, if any, of the Food Corporation 
of India in maintaining buffer stocks. 
The procurement operations of the state 
governments also should not have any 
complicating effect. Again, the go¬ 
vernment has to redeem its promise to 
the sugar industry to create buffer stocks 
of sugar or it should change its policy 
in regard to fixation of quotas of sugar 
for controlled distribution or for free 
sale. If these adjustments are effected 
and it is also found that there has been 
speculation in some commodities which 
are not freely available then an undue 
rise in the credit-deposit ratio of the 
scheduled commercial banks can be 
avoided. It may not also be necessary 
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to restrict refinance facilities as is now 
proposed or increase the liquidity 
ratio. 

The developments during the period 
between now and end of March should 
be carefully watched. If the central and 
state governments also are prompt in 
making payments against outstanding 
bills there is no reason why an unmana¬ 
geable squeeze in the money market 
cannot be averted. There are dark hints 
that even the refinance facilities may be 
made costly which would necessitate 
tte fixation of quotas to the difl'erent 
banks as was done in earlier seasons and 
the charging of penal rates. If this 
is done there may be an undesirable rise 
in lending rates as banks are now free 
to charge higher interest rates with the 
removal of the ceiling on these rates by 
the central banking institution. Actually 
a minimum of 10 per cent is now be¬ 
ing charged on advances against raw 
cotton and oilseeds. On previous occa¬ 
sions banks were not in a position to 
raise their lending rates to the consti¬ 
tuents as a ceiling was in force and 
borrowing on a penal basis from the 
central banking institution resulted 


Mk B.R. Buagat. the Minister of 
Foreign Trade, has expressed his con¬ 
viction of our capacity to double our 
exports to the United States. His re¬ 
cent tour of the USA seems to have 
impressed on him the vast possibilities 
of increasing the export of our tradi¬ 
tional and non-lraditional goods. But 
the Ministry of Foreign Trade has not 
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only in a quantitative restriction of 
credit. The Reserve Bank should not, 
therefore, adopt any hasty steps and 
tighten the monetary screw in such a 
way that the buoyant tone noticeable 
in the industrial economy is reversed and 
unexpected problems are created by 
an increase in demand for j^oods and 
s^vices without a matching increase in 
their availability. It has also to be 
remembered that higher prices of some 
agricultural raw matcriak are due to 
the contradictions in policies of central 
and state governments. Even though 
the yield of the raw cotton crop in the 
current season will not be unsatisfac¬ 
tory, some state governments have been 
anxious to help cotton growers secure 
higher prices which were out of parity 
with those for competing crops. Like¬ 
wise with regard to sugarcane the abun¬ 
dance is due to a highly attractive re¬ 
turn from the crop with the payment of 
heavy premiums by sugar mills in ear¬ 
lier seasons under pressure from the 
state governments. An integrated ap¬ 
proach should, thus, be adopted to the 
whole question as any attempt to ad¬ 
minister credit controls in an isolated 
manner will only have a defeating effect. 


spelt out the strategy for this purpose 
beyond announcing that production 
units would have to be set up with 
American investment and collaboration 
in certain areas of labour-intensive in¬ 
dustrial goods for export to the US and 
the third countries. U is not known if 
this proposal has the backing of the 
union cabinet. Mr Bhagat has said that 
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doubling of exports to the USA would 
call for a chan^ not in ow basic econo¬ 
mic policy but in our methods of func¬ 
tioning. It would have been better if the 
minister had been a little specific as 
regards the changes he considers neces¬ 
sary. 

For instance, does the Miiiistry of 
Foreign Trade feel that continuation of 
export duties will help to- double our 
exports to the USA? Mr Bhagat Will 
be interested to know that the Ameri¬ 
can constitution forbids the levy of any 
export duty. American importers have 
often expressed surprise at the fact that 
a developing country such as ours, 
faced with a persistent shortage of 
foreign exchan^, should look upon 
export duties as permanent sources of 
revenue. New Delhi’s policy of making 
adjustments in the rates of export duties 
from time to time merely creates con¬ 
fusion and uncertainty in the country 
as well as abroad without enhancing the 
competitive capacity of our industries. 
If therefore the Government of India 
is really serious on enlarging our 
share in American imports, it should 
abolish all export duties. 

The jute industry deserves special 
attention in the strategy to double our 
dollar earnings. Jute goods account for 
nearly half of our exports to the USA. 
It is significant that while the USA’s 
imports of woven jute fabrics from this 
country increased from 189 million in 
1961 to $150 million in 1968, the im¬ 
ports from Pakistan went up from $9 
million to $33 million. The trend in the 
export of our jute goods to the USA 
in the last three years is gi\en in the 
table below. 

[t will be seen that while the export 


Value—in *000 rupees 
(Figures in brackets are in '000 US ( ). 


Doubling Our Dollar Exports 


Anicle 

Carper back i ng cl oth 
Other hessian cloth 
Sacking cloth 
Webbings of jute 
Jute bagging for law cotton 
Hessian bags 




Quantity 

Unit of quantity 

1966-67 

1967-68 

‘000 metric tons 

119 

130 

- 

150 

144 

Metric ton 

2,016 

3,482 


1,713 

1,956 

- 

23,970 

25,747 

- 

644 

m 

955 


447 

53 


Value 


1968-69 

1966-67 

1967-68 

1968-69 

166 

52,51.27 

(73.833J 

58,82,53 

(77,826) 

75,99,20 

(99,990) 

114 

48,28,90 

(67,894) 

43,07,79 

(56.992) 

35,47.53 

(46,678) 

2,952 

73,35 

(1,031) 

76,64 

(1,014) 

71,16 

(936) 

2.952 

62,40 

(877) 

78,53 

(1,039) 

74,27 

(977) 

28,346 

4,52,72 

(6,365) 

3,87,55 

(5,127) 

4.50,33 

(5.925) 

821 

20,69 

(291) 

29,18 

(386) 

24,60 

(324) 

226 

8,04 

(113) 

1,20 

(16) 

4,97 

(65) 


Sackinr* bags 
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of carpet backing has been doing well, 
most oi the other types of jute goods 
have received a set-l»ck. The Ministry 
of Forei^ Trade therefore should, in 
consultation with the Indian Jute Mills 
Association, devise appropriate measures 
by which the industry can retain 
its hold in the USA. 

Apart from jute goods, the other 
important products imported by the 
USA from our country are cashews, 
tea, spices, cotton textiles, sugar, carpets 
and rugs, shellac, shrimps, mica, 
manganese ore and ferro-manganese, 
bristles, coffee, leather, hides and skins, 
oilseeds and vegetable oils. A compari¬ 
son of US imports of these items from 
India between 1961 and 1968 shows 
many disturbing trends. For instance, 
import of Indian tea declined from 
$15.29 million in 1961 to $11.18 
million in 1968, spices from $5.84 
million to $1.35 million, ferro-managa- 
ncse from $17.29 million to $1.30 
million, manganese ore from .$7.7 
million to $1.8 million, hides and skins 
from $5.76 million to $2.90 million. 
It is necessary to analyse the reasons 
for the decline in the export of these 
commodities and to adopt effective 
measures to improve their competitive 
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strength. The Ministry of Foreign 
Trade should energise the export pro¬ 
motion councils and commodity boards 
and draw up detailed programmes with 
specific targets for exports to the USA. 

An interesting field which offers con¬ 
siderable scope for export to the USA is 
handicrafts. Our handicrafts are already 
doing well in the USA. They are selling 
well and with greater efforts it should be 
possible to step up exports further. 
These items include precious, semi- 
preciQus and .synthetic stones, jewellery 
of precious metals, imitation jewellery, 
art metalware, woodwares, ivory pro¬ 
ducts, paints, sculptures, dolls and toys. 
Our export of precious and semi¬ 
precious stones to the US went up from 
Rs 123.78 lakhs in 1964-65 to Rs 
258.14 lakhs in 1967-68, art metalware 
from Rs 82.35 lakhs to Rs 120.71 lakhs 
and dolls and toys from Rs0.11 lakhs 
to Rs 5.56 lakhs. If our exporters keep 
a close watch on the changing fashions 
in the USA and adapt their products 
accordingly, there are considerable pros¬ 
pects for stepping up the sales of our 
handicrafts. 

The flow of commercial intelligence 
from the USA to the exporters in mis 
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country has been irregular and inade¬ 
quate. It is necessary to strengthen our 
embassy in Washington and our Consu¬ 
late in New York in order to ensure 
that our exporters are promptly and 
fully kept informed about the changing 
trends in the USA in regard to prices, 
fashions, the activities of our com- 
pefitors and so on. Last year an 
IndivAmerican Chamber was set up in 
Bombay under influential auspices. 
But it is not known to what extent this 
chamber has been contributing to the 
promotion and diversification of Indo- 
US trade. 

The Ministry of Foreign Trade should 
remember that we can achieve big suc¬ 
cess in the USA only if our exporters 
resort to aggressive selling in the real 
sense. This means frequent visits by 
our businessmen, intensive publicity, 
setting up offices and so on. All this 
will involve considerable expenditure 
of foreign exchange. So, unless the 
Finance Ministry takes a realistic long¬ 
term look at the US market and adopts 
a liberal policy in regard to the release 
of foreign exchange for business tours 
and publicity, Mr Bhagat’s ambition of 
doubling our dollar earnings cannot be 
achieved. 
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Shape of Things to Come 

R. V- MURTHY 


The parting gift of the retiring trio of 
the Reserve Bank of India — Mr 
L.K. Jha, Governor, is shortly proceed¬ 
ing to Washington as India's Ambas- 
«sador in the USA, while Messrs J.J. 
Anjaria and B.N. Adarkar, Deputy 
Governors, have retired, or are due to 
retire any time — is no unmixed bless¬ 
ing, In less than a week, the Reserve 
Bank has issued, in quick succession, 
three directives which surely bears no 
relation to the number of the top men 
of the Reserve Bank retiring (it also 
happens to We three by a fortuitous 
coincidence). The first was on January 
21, when the Reserve Bank withdrew, 
with immediate effect, the ceiling of 9.5 
per cent interest on advances by sche¬ 
duled commercial banks and prescrib¬ 
ed a minimum rate of interest of 10 per 
cent on advances against fuodgrains, 
oilseeds, vegetable oils and vanaspati 
and cotton and kapas\ the second was 
on the following day — January 22 — 
when the Bank advised scheduled com¬ 
mercial banks to use the utmost caution 
in supervising the use of credit limits 
in excess of Rs 50 lakhs each to any 
party against cotton, oilseeds and oils, 
and the third was on January 24, when 
the Bank conveyed to the custodians 
of the 14 nationalised banks that they 
should fix definite repayment schedules 
for advances made against shares. 

Criterion for Regulation 

Any regulatory measure is to be 
judged by whether it is juslilied and, if 
so, whether it is adequate and also 
whether it will yield the desired results. 
Viewed, dispassionately, it is a moot 
point whether these measures would 
prove successful; on the contrary, they 
might produce a stalling effect all round 
as, indeed, they have already beguruo. 
It is not only dealers in commodities 
that have ^cen specifically selected for 
the credit squeeze and the sharebrokers 
who have become unnerved, but also 
bank customers and industrialists, each 
for different reasons. 

Lot us first slate and analyse the three 
measures. To take them in the chrono¬ 
logical order. The January 21 measure 
seeks both to increase the cost of credit 
by charging higher rates and higher 
margins and to restrict its availability 
by reducing the ceilings on physical 
quotas fixed in respect of individual 
banks. Thus, all scheduled banks have 
been asked to charge a minimum rate 
of interest of 10 per cent on advances 
against foodgrains, oilseeds, vegetable 


oils, including vanaspati, and cotton 
as well as kapus, (The rate of interest 
on export credit, however, will conti¬ 
nue to be subject to a ceiling of six per 
cent). The minimum margins on these 
advances have also been raised: from 
40 per cent (in the case of oil mills and 
vanaspati units) and 50 per cent (in the 
case of traders) to a uniform 60 per cent; 
from 25-40 per cent to a uniform 60 
per cent again in the case of foodgrain 
and from 50 per cent to 60 per 
cent in the case of advances against 
cotton and kapas to parties other than 
cotton mills, tesides imposing a margin 
of 40 per cent on advances against these 
commodities even to cotton mills). 
Further, ceilings on the levels of ad¬ 
vances of individual banks against cer¬ 
tain commodities (oilseeds, oils and 
foodgrains) also have been reduced. 
(The new ceilings are 80 per cent of the 
1968 levels in the case of foodgrains 
and 70 per cent of the 1967 levels in 
respect of oilseeds and oils). 

The Objective 

Now, there has been a ceiling on ad¬ 
vances ever since September 25, 1964 
(even before this, i.e. in I960, it may be 
recalled, there was a Reserve Bank ban 
against hanks charging less than five 
per cent on their advances) when the 
bank rate was raised from 4^ per cent to 
five per cent. It was then nine per cent 
and applied to all Indian banks with ag¬ 
gregate demand and time liabilities of 
Rs 50 crorcs and above and all foreign 
banks. The objective then was, it was 
stated, to prevent these banks from 
increasing their total credit through re¬ 
sorting to the Reserve Bank accommo¬ 
dation even at higher rates by passing 
on the extra cost to new borrowers. 

When the bank rate was, again, rais¬ 
ed from five per cent to six per cent on 
February 17, 1965, this ceiling also was 
raised from nine per cent to 10 per 
cent, but when there was a reduction in 
the bank rate from six per cent to five 
per cent on March 2, 1968, the ceiling, 
in turn, was reduced, not to the original 
nine per cent though, but to 9 5 per 
cent. What is novel about the latest 
measure is that, while a ceiling of 10 
per cent has been fixed in respect of 
advances against certain commodities, 
the ceiling of 9 5 per cent on the bank's 
lending rates has been wholly*'with- 
drawn, thereby giving the banks a free 
hand to charge any rate (subject only 
to different limits fixed under the diffe¬ 
rent moneylenders' laws in the 
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statesl. What the effect of this i$ going 
to be on the cost structure of our iUr* 
dustries, which largely depend on bank 
finance for their working capital, is 
difficult to guess, but the result is bound 
to affect the competitive ability of the 
Indian manufactures that might be bit 
The increase to 10 per cent in respect of 
advances against the specified commo¬ 
dities alone is estimated at about Rs 
15 crores per year. 

The second measure — that of Janu¬ 
ary 22 — may be said to be more or 
less an elaboration of the one intro¬ 
duced on the previous day. For* it also 
concerns advances against cotton, oil¬ 
seeds and oils. The elaboration is by 
way of a cautionary note exhorting all 
scheduled commercial banks to exercise 
the utmost supervision on the use of 
credit limits in excess of R$ SO lakhs in 
each case to any party. It is not clear 
as to how this supervision is proposed 
to be undertaken and what special 
agency there is or has been created for 
the purpose. 

Repayment Schedule 

By the third measure, the Reserve 
Bank directed the custodians of the 14 
nationalised banks to fix definite re-‘ 
payment schedules for advances against 
shares. This has to be read along with 
another directive of the Reserve Bank 
on January 23 by which these custodians 
were instructed to seek the Reserve 
Bank's prior permission for invest¬ 
ments in excess of Rs 1 lakh in shares 
and debentures of joint-stock compa¬ 
nies or any advances against them above 
Rs 5 lakhs. Besides, the custodians have 
also been directed to seek the prior 
approval of the Reserve Bank for put¬ 
ting through any transaction involving 
an advance in excess of Rs 25 lakhs. 

It is the big interests that have really 
been unnerved by the Reserve Bank di¬ 
rective regarding fixation of definite 
repayment schedule for advances 
against shares. The objective underly¬ 
ing this, according to official circles, is 
to prevent bank finance from being em¬ 
ployed for cornering of shares, on the 
one hand, and for speculation in commo¬ 
dities, on the other. While the objective 
is unexceptionable, the question is 
whether the proposal is feasible or 
enforceable all at once. Not much 
thought seems to have been given, in 
this connection, to the purpose for 
which these advances may have been 
secured. In a number of cases, it is 
known, these advances have provided 
the nucleus for starting new enterprises. 
Whether this is acceptable or not to the 
powers that be (it has been construed 
as inter-locking of Rmds and objected 
to as such by some), the fact remains 
that this has been an acknowledged form 
of financing new industrial enteri^tses 
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in all countries with a market ecotiomy. 

Granting t^t the authorities do not 
approve of this practice, those who have 
invested the moneys got by them by 
pledging their shares in new industries 
cannot be expected to repay them 
overnight or, for that matter, even over 
a few years. Many or most of them 
simply do not have the liquid cash to 
spare and, if the^ are driven to the wall, 
they may be obliged to dispose of their 
holdings, which would be disastrous in 
the prevailing conditions of our share 
markets. So it behoves the authorities 
to be extremely circumspect in permitt¬ 
ing if not precipitating, any such large- 
scale dumping of shares on an al¬ 
ready declining market. 

Retrospective Effect 

While to ban this way new com¬ 
pany formation in future is an¬ 
other matter, to give it a sort 
of retrospective effect, as the pro¬ 
posal now made of fixing, a t.me sche¬ 
dule for repayment of all advances 
against shares means, would be like the 
last straw on the camel’s back. Enough 
time, say at least 10 years, must be fix¬ 
ed foe the complete repayment by con¬ 
veniently phasing it over the period. As 
regards the stipulation in the case of 
share brokers and dealers, namely that 
the advances to them should not be 
against the same block of shares, ex¬ 
ception cannot be taken, inasmuch as 
it concerns the extent of precise security 
about which the lending bank is un¬ 
doubtedly the best judge, but even here, 
any action that may be taken must be 
such as not to adversely affect the settle¬ 
ment business of the share market or 
markets concerned. 

We are told that all these measures 
are aimed at discouraging trade and 
industry from holding excessive stocks 
of commodities which are at present 
subject to growing price and demand 
pressures, especially at a time when 
bank credit has been expanding speedi¬ 
ly. That there are shortages in a number 
of commodities and then there has been 
a sharp rise in demand for these are 
irrefutable facts; also irrefutable is the 
fact that there has been a sharp rise in 
bank credit. 

During the three weeks ended January 
16, .1970 the rise in bank credit amount¬ 
ed to nearly Rs 148 crores. But it is 
necessary to appreciate, once and for 
all, that merely monetary and fiscal 
measures cannot set right imbalances in 
the supply-demand mechanism. There 
must also be physical measures, if 
we may say so. By physical measures 
we mean the i^ysical act of augmenting 
supplies. More production to meet the 
growth in demand is the only effective 
answer to the problem of rising prices. 


True, this is a long-term remedy, but self to be hustled into following any 

the public of this country has been re- text-book maxim in isolation, regardless 

peatedly told of this long-term remedy of the realities of the situation, on the 

year after year by the authorities, while one hand, and unmindful of the overall 

some of their policies and actions be- repcrcu.ssions, on the other. Certain 

limes have bron positively inhibiting market tendencies, such as overtrading 

production. or speculation or, for that matter, even 

inter-locking of funds no doubt need to 
Moreover, before taking fright at be kept in check especially when their 

the first sign of a simultaneous rise unwholc,somenc$s begins to manifest 

in commodity prices and expansion itself, but. in the process, no hasty step 

in bank credit, as the Reserve must be taken as would adversely affect 

Bank seems to have done, one any important sector of the economy, 

would like to know if ample allow¬ 
ance has been made for higher prices Finally, we must refer to the latest 
occasioned by increases in prices gran- detailed directives to the custodians of 

ted by the government itself, as, for the 14 nationalised banks. These may 

instance, in the case of steel, the pro- have all been in the relevant legislation 

gress of the busy season, the intensifica- informally and even what has been done 

tion of the sugarcane crushing season, may be only formally to place them on 

the pick-up in tea exports, the higher record, but, in doing this, all that the 

purchasing power in the hands of our Reserve Bank has succeeded in doing 

agriculturists, the restriction on move- is to bring down the prestige of the 

ments of commodities by some govern- custodians in the eyes of the public, 

ments and the rising tempo of deficit It can iro longer be claimed that they 

financing, among others. now enjoy all the freedom which the 

Prime Minister assured they would 
All this is not to condemn as continue to have when the 14 banks were 

unconscionable all the measures nationalised. But this is only a preview 

taken by the Reserve Bank but of the shape of things to come, and, 

only to caution the Bank that, in- having accepted to be part of the new 

asmuch as several factors have order of things, we suppose, it is a 

brought about the cumulative effect Hobson's choice now to the custo- 

of rising prices, it should not allow it- dians. 

The Right to Property 

A CORRESPONDENT 

At ihe requisitioned meeting of the of written constitutions have laid down 

AlCC in Delhi in November, some radi- the right to property with the other 

cal elements moved for deletion from rights and made no such distinction, 

the Constitution of the fundamental The right to property was laid down in 

right to property. This was followed by the historical documents such as the 

the report of the Malaviya panel on Magna Carta, the French Declaration 

economic policy which supported this of Rights of Man and the American 

proposal. All this perturbed the public Declaration of Independence. Rights 

mind and the working committee of the embodied in a written constitution are 

ruling Congress at the session of the of little value if they can be modified 

Congress at Bombay did not include according to the views of a passing 

this. The Prime Minister and Mr majority of a party in Parliament, 

Chavan did not support any precipi¬ 
tate action. However, a distinction has The Supreme Court in the case of 
been sought to be made between the Golak Nath v. the State of Punjab held, 

right to property and the fundamental by a majority, that any amendment of 

right to property. Subsequently some the Constitution which curtailed the 

of the members of the working commit- fundamental rights embodied in Part II1 

tee of the ruling Congress made it clear of the Constitution was void. It is therc- 

that it was not the party’s intention to fore difficult to see how the Constitution, 

take over the property rights of small can be amended under the procedure 

cultivators and weaker sections of the prescribed by the Constitution, so as to 

people and that what was in mind was draw any distinction between the right 

“reasonable restrictions on unbridled to property and the fundamental right to 

right to property subject to national property and, if it can be done, what 

and social discipline within the limits practical and useful purpose it would 

of the Constitution.’’ serve. The Supreme Court in the deci¬ 

sion referred to above observed that all 
The distinction between the right to the Directive Principles of State Policy 

property and the fundamental right to embodied in the Constitution can be 

property is .a quibble and also too sub- reasonably enforced without taking away 

tie and unpracticsl. The large majority or abridging the fundamental rights. The 
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move of Uie extremely radical elementf 
in the Congress to delete the fanda* 
mental right to property from the 
Constitution is as ill-advised as it* is 
unnecessary for attaining social ob¬ 
jectives. 

These radical elements in the ruling 
Congress party consider this step neces¬ 
sary to get rid of serious inequalities and 
usher in socialism more effectively. 
It is true that there is inet^uality. As 
has been observed in a spirit of humour 
by one writer, the magnitude of in¬ 
equality in our socialist state can be 
roughly judged by a comparison of the 
standard of living of the Prime Minister 
with that epjoyed by a slum dweller in 
a Bombay chawl. but some degree of 
inequality is inherent in any progressive 
society, ft is there in the USSR also. 

Inequality, so far as it is necessary to 
reduce it in our State, which has as its 
aim a socialist pattern of society, can 
be reduced legitimately, not by a method 
which would shake the faith of the 
community in the democratic principles 
embodied in the Constitution', but by 
legitimate means such as a steep wealth 
tax and inheritance taxes. What is 
essential in a developing country such 
as ours is the incentive to_ effort. What 
should ^ given priority is levelling up 
and not levelling down. 

Inhibiting Expansion 

As has been aptly observed by Prof. 
Hanson of the Leeds University in his 
book Public Enterprise and Economic 
Development, “The real danger in India, 
as in many countries, is that excessive 
concentration on fairness in distribution 
may inhibit the expansion of wealth 
available for distribution, in India 
today, for instance, the most desperate 
social need is not to close down the gaps 
between the Tatas. Birlas, Dalmias, 
etc. and those who arc employed in 
their manufacturing undertakings, for. 
although the gap may appear to be 
utterly inequitable, the closing of it 
would not conspicuously improve the 
workers’ existing standard of living, 
nor assist the process of industrial ex¬ 
pansion upon which the raising of these 
standards depends. 

Mo! cover the worker employed in 
large-scale industry is well off in com- 
pari.son with his compatriot who has 
failed to find such employment. 
The most socially significant form 
of inequality, in fact, is that which 
divides the employed from the unem¬ 
ployed or under-employed and the 
latter, unfortunately, are increasing in 
number in both industry and agricul¬ 
ture among both educated and un¬ 
educated, Both, political and social 
considerations point to initiate poli¬ 
cies which, by maximising growth, maxi¬ 
mise employment. Growth creates re¬ 
sources which can at least be devoted to 


relieving the pitiable coodition of the 
unemployed and the under^-employed.” 

The right to property is recognised 
by political thinkers to be necessary for 
the development of man’s personality. 
The right to property also fulfils the 
function of rewarding industry and 
enterprise. Through it the individual 
also develops responsibility by the 
manner of its use, by exercising self- 
restraint. and if some individuals abuse 
it, that is the price society has to pay for 
an institution which has been recog¬ 
nised from the earliest time as not only 
an incentive to effort but as a bulwark 
to the individual's independence. 

The Chief Principle 

An American jurist wrote, “Of the 
three fundamental principles which un¬ 
derlie government and for which 
government exists — the protection of 
life, liberty and property the chief is 
property — the history of civilisation 

proves that . the security of 

society defends upon the extent of 
the protection afforded to the individual 
citizen against the demands and incur¬ 
sions of government. The character 
and value of government is measured 
by the security which surrounds the 
individual in the use and enjoyment of 
his property. Courts should be slow 
to lend aid to government in the modern 
tendency to invade property rights.” 

In the modern welfare state, Ihe state 
through direct ownership in some 
cases and regulation in others endea¬ 
vours to improve the standards of living 
of the people who have little property, 
but if this is carried too far not by 
legitimate means but by methods like 
expropriation or confiscation it would 


lead to a species totalitariaiiisin 
and in the process diminish the national 
dividend and economic welfare instead 
of promoting them. Social control over 
the rights of property, so far as the 
public interest demands, can be secured 
within the existing Constitntion with¬ 
out infringing the fundamental 
rights. 

Public Interest 

Article 19 (6> of the Constitution al¬ 
ready provides for the legislature to pass 
laws imposing, in the public interest, 
reasonable restrictions on the right to 
property. If the state acquires property 
of an individual for a public purpose, 
the adequacy of the compensation can¬ 
not be challenged before the courts. 
It is not that under the Constitution 
there is an unbridled right to property. 

Let us not ignore the pertinent warn¬ 
ing against tinkering with fundamental 
rights expressed in his judgment by one 
of the learned judges of the Supreme 
Court in the case referred to above, the 
judge who considered that of all funda¬ 
mental rights, the right of property 
was the weakest, “1 am apprehensive 
that the erosion of the right of property 
may be practised against other funda¬ 
mental rights.. If a halt is to be called, 
we must declare it to the right of Parlia¬ 
ment to abridge or take away fundamen¬ 
tal rights. Small inroads lead to larger 
inroads and become as habitual as be¬ 
fore our freedom was won. The his¬ 
tory of freedom is not only how freedom 
was achieved but how it is preserved. 
1 am of the opinion that an attempt 
to abridge or take away fundamental 
right through an amendment of the 
Constitution can be declared void.” 


Indo-Soviet Economic Co-operation 

A I- ALIKHANOV 

(Counsellor for Economic Affairs^ USSR Embassy in India) 


FtBRUARY 7 is a remarkable day in the 
history of Soviel-Indian economic rela- 
tionb. Fifteen years ago the govern¬ 
ments of the USSR and India signed the 
first agreement for economic and techni¬ 
cal co-operation in the construction 
of the Bhilai Steel Plant. This co¬ 
operation has strengthened and expand¬ 
ed in later years and now it is an im¬ 
portant factor in the development of 
friendly relations between our coun¬ 
tries. 

The economic itrlations of the Soviet 
Union with India as well as other coun¬ 
tries which have taken up the develop¬ 
ment of their economies are based on 
the idea of peace and friendship among 
nations, on principles of equality, non¬ 
interference in each other's internal 
affairs and support to the peoplc*s fight 


against imperialism and colonialism, 
and on the principle of peaceful 
co-existence of stales irrespective of 
their social systems. 

A characteristic feature tf Indo- 
Soviet economic co-operation, is the 
fact that the Soviet Union renders assis¬ 
tance mainly for the development and 
strenghthening of public sector in the 
key branches of India’s economy.. 
Thereby a basis is being laid for the 
development of India’s industry and the 
consolidation of hei economic inde¬ 
pendence, so vital for the country’s 
further advance and for raising the liv¬ 
ing standards of the its people. 

Dozens of large industrial projects 
have been built in India’s public sector 
with the co-operation of the Soviet 
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tfisaon. These enterprises have already 
been making considerabte contribnlion 
to the deveicpment of India’s national 
ooonomy. The Bhilai Steel Plant which 
is the first big industrial project cons< 
tructed by thr jmnt efforts of India and 
the Soviet Union is well known far 
outside India. At present this plant 
is the biggest enterprise of the steel in* 
4ustry in India: 28 per cent of steel 
smelting capacity of India is concentra¬ 
ted at this plant. Work is under way to 
expand tlu> plant to produce 3.2 million 
tons of steel annually with a possibilitv 
of further expansion up to 4.2 million 
tons. 

Since the beginning of its operation 
the Bhilai Steel Plant has produced 
about 13 million tons of steel which has 
oimbled India to save hundreds of 
millions of rupees in foreign exchange. 
Bhilai products also earn valuable 
foreign exchange. This plant was 
India's first m :tallurgical enterprise to 
export its output in large quantities to 
foreigu countries. The plant has al¬ 
ready exported to Japan, the USSR, 
Ceylon and other countries nearly two 
million tons of its products, earning 
hundreds of millions of rupees in foreign 
exchange. The construction work, with 
Soviet co-operation, of another giant 
steel plant in Bokaro, which will be the 
largest in south-east Asia, has been 
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gomg on ta full swing. The first stage 
of the plant will give India 1.7 million 
tons of steel annually, the second sta|^ 
four million tons, and there is a possi* 
tnlity of further expansion up to 5.5 
million tons of steel per year. 

The plant has been designed keeping 
in view the latest advances in metal] urgy, 
and the project design provides for large 
blast furnaces with useful volume of 
2,000 cubic metres, and steel smelting 
in convertors with the application of 
oxygen. The commissioning of the first 
stage of the plant will make it possible 
for India to substantially reduce the 
imports of steel sheet products, on 
which huge amounts of foreign exchange 
arc spent annually. 

Koeba Project 

The construction of aluminium pro¬ 
ject in Korba to produce 100,000 tons 
of aluminium annually — the first 
aluminium plant in the public sector — 
will bo of great importance for the de¬ 
velopment of non-ferrous metallurgy in 
India. 

Of great importance for the country’s 
industrii lisi tion are also the up-to-date 
machine-building plants built with 
Soviet co-operation. These include, the 
Heavy Machine Building Plant m 
Ranchi with a capacity of producing 
80,000 tons of machinery a year, the 
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Coal Mining Machinery Plant in Durga- 
por with a capacity of produdng 45,000 
tom of mining equipmeat a year and 
the Heavy Electrical Eqoipnwntc Plant 
in Hardwar which annually manufac¬ 
tures turbines and generators with a 
total capacity of 2.7 miltioa kilowatts. 

With these enterprises, attaining their 
rated capacity, India will be able to 
meet her requirements of many types 
of indu.striai ci^uipments, including 
metallurgical, raining, oil-drilling, po¬ 
wer and other equipment. 

Industrial projects, constructed in 
the public sector in recent years includ¬ 
ing those set up in co-operation with 
the USSR make it possible to build 
new industrial projects on the basis 
of indigenous equipment and materials. 
Broad vistas arc also opening up for the 
export of industrial equipment to the 
third countries. 

Ii is important to pcint out that more 
than 60 per cent of equipment for the 
Bokaro Steel Plant is airrody being 
produced in Indian enterprises and a 
considerable part of it at the machine- 
building plants in Ranchi. Durgapur, 
Hardwar and at the Kota Precision 
Instruments Plant. For the sake of com¬ 
parison it may be pointed out that for 
the first stage of the Bhilai Steel Plant 
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aboot 90 per cent of the equilmient 
was delivered by the USSR* The plant 
in Hardwar together with iWo other 
public sector heavy electrical equip¬ 
ment plants have made it possible not 
only to equip the thermal and hydro- 
power stations with machinery manu¬ 
factured at these plants, but also to 
transform India from a country im¬ 
porting power equipment into one ex¬ 
porting its output to other countries. 

Before Independence, the country’s 
requirements of oil and oil products 
were almost entirely met from abroad, 
for which huge amounts of hard curren¬ 
cy were spent. However, with the co- 
o^ration of Soviet specialists and on 
the basis of the equipment supplied 
from the USSR, the Oil and Natural 
Gas Commission carried out an exten¬ 
sive programme of prospecting work in 
the country on a scientific basis, which 
resulted in the discovery of oil in large 
quantities. 

Discoveries In OH 

About 20 oil and gas deposits have 
been discovered. During the period of 
India-Soviet co-operation in this field, 
the Oil and Natural Gas Commission 
has extracted more than 14 million Ions 
of oil. enabling the country to save 
over KOOO million rupees in foreign 
exchange. 

As a result of research conducted on 
a Soviet seismic ship, wide prospects 
have opened for oil prospecting at the 
Gulf of Cambay. The Indian and Soviet 
technicians have already started preprat- 
ory work for sea drilling. To process the 
extracted oil, large modern oil refineries 
have been built with Soviet technical 
co-operation in Barauni and Kcyali 
each with a capacity of three million 
tons a year. 

As a result of Soviet-lndian co-ojwra- 
tion in the field of oil extraction, the 
public sector accounts for more than 
50 per cent of the entire oil extracted in 
the country, while the capacities of the 
state-run oil refineries in Koyali and 
Barauni make up nearly 30 per cent of 
all the capacity in India of oil refining. 

With the co-ojicration of the Soviet 
Union, 15 power statiens. including 
power units in industrial establishments, 
with a total capacity of about 3.2 million 
ky/, have either already been built or arc 
nearing completion. 

' The USSR is co-operating with India 
in building several enterprises of the 
coal-mining industry in the area of 
Korba, Madhya Pradesh. Two years 
ago a quarry at Manikpur was comple¬ 
ted. Coal mined there is utilised to 
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operate the Korba power station. The 
Banki mine has also been put into opera¬ 
tion. Construction of the Surakach- 
har mine and the Kathara washery is 
nearing completion. The Antibiotics 
Plant in Rishikesh and the Synthetic 
i>rugs Plant in Hyderabad, the large 
modern medical enterprises constructed 
in co-operation with the Soviet Union, 
are of great importance for fighting 
serious diseases. 

In addition to the projects mentioned 
above there arc other projects construc¬ 
ted in co-opera^ion with the Soviet 
Union which are making considerable 
contribution in strengthening India's 
economy. 

The economic co-operation with the 
Soviet Union also finds expression in 
increasing employment opportunities for 
the Indian people. Modern housing es¬ 
tates are being set up near the industrial 
projects. Besides, houses for workers 
and employees, schools, hospitals, cul¬ 
tural establishments and sports pre¬ 
mises are bein^, built. All <his ulti¬ 
mately helps raise the living standards 
of the population. The construction 
of the new projects stimulates the crea¬ 
tion and development of allied branches 
of industries. For instance, the machine 
building plants which have been cons¬ 
tructed make it possible to furnish indi¬ 
genous plant and machinery for steel 
plants. These plants in their turn help 
the extraction of ore, coking coals and 
limestone. Similarly, on the basis of the 
products of oil r^neries, plants for 
producing chemical fertilisers and 
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various petrochemical Ums are being 
setup. 

The Soviet-lndian economic atnt 
technical co-emration is many- 
sided. More than 30 industrial and 
other projects, which are built with 
Soviet co-operation have already been 
fully or partly ;ommissimed and about 
35 projects arc being designed, construc¬ 
ted ci; planned for construction. 
In recent times this co-operation 
has extended to new lines. 

Whereas in first years of co-opera¬ 
tion between cur two countries the main 
attention was being paid to construc¬ 
tion of the industrial prmects, at the 
preswt time the efforts of Indian and 
Soviet organisations and experts ate 
in addition being directed to solving 
the prcblems of speedy build-up of 
rated capa^ ities of the constructed pro¬ 
jects and attaining their iiiiciency. 
This co-operation embraces, planning 
and organisation of production, training 
of maintenance personnel and opera¬ 
tors, raising the labour productivity, 
better utilization of sophisticated and 
unique equipments, etc. Indian specia¬ 
lists together with Soviet experts afc 
working out and putting into practice 
a wide-range of measures to reduce 
production costs, to increase labour 
productivity, to make economic use of 
raw and other materials, fuels, electric 
power and to reduce other expenditures. 
These measures contribute to raising 
the profitability and economic ejHicicncy 
of the cntcrpiises. 

Some ministers of the USSR together 
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e^qxvts visited todi* TeoeqUy and 
had diseuniOBsWith Indiao ministers ft 
heads df the oorporatioin and the plants 
on the improvement <^ the fancticHiing 
of the macnine baiidihg plants construc¬ 
ted in co^i^ratioh with the USSR. 
Over 2,000 Indian specialists have al¬ 
ready been trained in the Soviet Union. 
Besides, over 40,000 Indian technicians, 
foremen ard skilled workers have'bcen 
trained at the collaboration projects, 
at trainioi centres and directly at 
their workmg places with the active 
participation of Soviet specialists. 


ECONOMIC 

The Indo^vist econondc coKipera- 
thm will continue to develop during 
India's fourth five year Plan in heavy 
industiy including the constructiott of 
Bokaro Steel Plant, the further expan¬ 
sion of the Bhilai Steel Plant, the cons¬ 
truction of a large aluminium plant, 
oil and ^s prospecting and in the sphere 
of training qualified technical perstmnel. 
The friendly relations between the 
USSR and India, conform to the inte¬ 
rests of Soviet and Indian peoples and 
help in strengthening peace in Asia 
and all over the world. 


Rural Banking: Search for Techniques 

S. J. R. 


India has been fortunate in having 
three successive bumper harvests and 
these have resulted in considerable ex¬ 
pansion in rural incomes and savings. 
Agriculture accounts for nearly half of 
our gross national product* According 
to one estimate, this year it will ac¬ 
count for ONP worth Rs 5,000 crores. 
This obviously is not a small sum. The 
government has been pumping large 
sums into the rural sector during the 
last few years. It is obvious that the 
higher outlays in the private and public 
sectors in the fourth Plan would fur¬ 
ther accelerate the process- 

Thc demand for agricuUuraJ inputs 
has increased manifold and to further 
sustain the emerging agricultural revo- 
Jution, the increase in the quantum of 
finance would be a prerequisite. The 
demand for rural credit over the years 
since 1951 when the Rural Credit 
Survey was conducted has grown tre¬ 
mendously. During the fourth. Plan 
period factors such as the increased use 
of modern inputs and improved prac¬ 
tices, use of high-yielding varieties, 
etc. are bound to afleet the quantum of 
credit requirements- The demand will 
also undergo a measure of diversifi¬ 
cation. There will be a need not only 
for short-term credit to purchase ferti¬ 
lisers and pesticides but also for medium 
and short-term credit for such purposes 
.as land development, minor irrigation 
and rural electrification. 

Considerable Demand 

The Al]-India Rural Credit Review 
Committee came to the conclusion that 
the demand for rural credit has gone 
up considerably, but the supply has 
lagged behind. It has, however, esti¬ 
mated the total production credit re¬ 
quirements of the agriculturists in J973- 
74 at around Rs 2>000 crores, of which 
Rs R49 crores would be required for 
the high-yielding variety areas and Rs 
410 ^ores for non-HYR areas and the 
remaining for non-irrigated areas. The 
Cosniniltee has estimated long-teim 


credit requirements at about Rs 1500 
crores, of which Rs 725 crores would 
be for minor irrigation. Rs 150 crores 
for soil conservation. R« 300 crores for 
heavy machinery, Rs 125 crores for 
area programmes, Rs 100 crores for rural 
electrification, and the balance Rs 100 
crores for reclamation, plantations, etc. 

The Rural Credit Survey, 1954, had 
recommended the strengthening of the 
co-operative structure so as to make it 
the main instrument of rural credit. 
The Review Committee has noted 
“serious and avoidable failures on the 
part of those who implemented the 
policy'*. The Review Committee criti¬ 
cised several inadequacies in the co¬ 
operative sector. ‘The assumption of 
the Rural Credit Survey Committee 
concerning the potentialities of co¬ 
operative development under integrated 
scheme substantially failed to materia¬ 
lise in the large areas of the country”. 
Co-operatives failed to meet the pro¬ 
duction credit needs adequately; te¬ 
nants and sub-marginal cultivators found 
it diflicuU to get financial assistance 
from the societies. Co-operative socie¬ 
ties have not only failed to mobilise 
enough deposits but have been saddled 
with difficulties of mounting overdues. 
The co-operatives, in most cases, have 
been badly managed. 

Catalytic Agents 

The Review Commiltee has recom¬ 
mended that it will not be prudent to 
depend entirely on co-operatives for 
meeting the credit requirements in the 
rural sector; banks should play a more 
active role in this sphere. The idea has 
found favour tluit banks should not be 
content with their traditional role as 
“purveyor of credit” but should act 
as catalytic agents in the nation's eco¬ 
nomic development, Ac?cording to All- 
India Rural Debt and Investment 
Survey of the Reserve Bank of India in 
196t-62 commerica) banks account for 
a very sinall pementage of the total cre¬ 
dit tnada available to farm sector. 
Traditional money-lenders continue to 
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hold their sway as can be seen from 
Tnble I. 

With the nationalisation of J4 leading 
banks, this picture has changed. In the 
years to come, nationalised banks wiU 
have fo undertake a bolder lending 
cfFort. Their role now should be of 
catalysts for the whole gamut of agri¬ 
cultural and agro-indusiriaJ activity 
and not just that of providing finance. 

Tablf I 

THE SHARE OF THE VARIOUS 
CREDIT AGENCIES IN THE TOTAL 
FARM CREDIT 


Credit agency Percentage 

share 


1. Government and co- 


opcTatives 

J5-4 

2. Agriculturists and profes¬ 


sional moneylenders 

62 4 

3. Relatives 

6.4 

4. Commission agents and 


traders 

7.2 

5. Liindlords 

0.9 

6. Commercial banks 

0.4 

7. Others 

7.7 


100 


The naliotwliscd banks should welcome 
this since they ha*'e come on the scene 
at a time when the rural economy is 
passing ihrcugh a period of transition 
to higher technological standards. Their 
entry in the fi(;Jd of rural credit will 
help transform agriculture from the 
traditional into the commercial sector 
of the economy. 

In industrially advanced countries, 
commercial banks play a major role in 
the financing of agricultural operations. 
In most of these countries, banks pro¬ 
vide not only short-term credit for 
meeting the seasonal or yearly require¬ 
ments of cultivators but also long-term 
credit for the purchase of farm equip¬ 
ment for effecting permanent improve¬ 
ment in the land. 

In India, the investment of bank 
resources is biased against the rural 
sector- Agricultural financing, it has 
now been admitted, should cover the 
entire spectrum from production to 
consumption. Mere provision of credit 
is not enough; credit should be fol¬ 
lowed by technical advice. There is 
a long-felt need for an efficient agro- 
economic survey to provide soil testing 
facilities and advice on seed selection, 
fertiliser application and the use of 
pesticides. 

The problem of rural banking is vast 
and complex. Provision will have to be 
made to provide credit facilities for mil¬ 
lions, majority of whom arc uncredit- 
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worthy accordirg to current horms. In 
entering rural business, nationaiised 
banks will have to take iong>tenn 
View. It is true that in the initial stages 
the flow of funds may have to be from 
non-rurai areas to rural areas. Merc 
nationalisation of leading banks would 
not lead to reorientation in their lend¬ 
ing policies unless special attention is 
bestowed on several allied factors such 
as complete reorientation of attitude at 
the branch level. 

To meet the increased needs, the 
banks will have to mobilise, through 
adequate branch expansion policy, addi¬ 
tional deposits, particularly from the 
rural sector. It is pointed out that over 
the next two years. 1800 additional 
rural branches are to be opened, out of 
which 800 will start functicning this 
year itself. In this connection, the study 
prcpaicd by the Reserve Bank of India 
in April 1969 will prove very instruc¬ 
tive. 

Empirical Tests 

In respect of unbanked towns, the 
towns covered are listed on the basis 
of a iiumKT of empirical tests .such as; 
(a) it must be, either a municipal corpo¬ 
ration or a municipal area or be under 
a town committee or a notified area 
committee or cantonment bo<(rd; (b) 
it must have a density cf less than a 
thousand per square ; lilc; (r) it should 
have a population of 5,000; (d) of the 
total working population. 75 per cent 
should be engaged in occupations other 
than agriculture; (e) the place should 
have a few pronounced urban charac¬ 
teristics and amenities. 

On the basis of these characteristics, 
the 1961 report listed a total of 2,700 
towns in India. Table II gives statewise 
and population-wise details of unbanked 
towns. It shows that there were 617 
towns where no office of a commercial 
bank was operating. Table 111 shows 
that out of these 617 towns, 173 were 
served by co-operative banks (up to the 
end of 1968). If these 173 towns having 
co-operative banks were excluded, there 
would appear to be 444 towns in India 
which have no bankingfacilities. In res¬ 
pect of unbanked towns with population 
above 10.000 there were 136 towns where 
there was no office of a commercial 
bank. 

Again, out of these 136 towns there 
were 28 towms where co-opsrative banks 
were operating which meant that there 
were 108 towns in this group without 
any banking facility. It may be mention¬ 
ed that the Reserve Bank has already 
issued licences for opening of bank 
branches in as maay as 15 towns 
in this group. Another 15 towns 
are allotted to basks for opening 
their branches in this group. If these 
30 towns are excluded from the total 
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of 136 unbanked totmog mentioned ear¬ 
lier, there would appear to be 106 
towns available for opening of branch¬ 
es by commercial banks. 

In the population poups of 10,000and 
below, there were 481 unbanked towns 
of which 316 towns were in the popula¬ 
tion group of between 5,000 and 10,000. 
Out of the 481 towns, 145 were served 
by co-operative banks. The number of 
towns in the population group below 
10,000 in respe^ of which licences were 
already issued was 33; further, another 
61 towns were allotted to banks for 
opening of their branches. In this group 
there were still 387 towns which were 
available to banks for opening of their 
branches. 

Statewise breakdown shows that the 
number of unbanked towns was higher in 
Tamil Nadu (91) followed by Madhya 
Pradesh (79). West Bengal (64), Uttar 
Pardesh (59), Bihar (52) and Maharashtra 
(50). However, on the basis of popu¬ 
lation groups, in the towns having 
population over 10,000, West Bengal 
tupped the list with 24 unbanked towns 
followed by Tamil Nadu (21), Uttar 
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Pradesh (16), Bifadr (IQ; In the popu¬ 
lation group of below 10,000 tbe bapest 
number of unbankqd towns is in lisipii 
Nadu and Madhya Pradesh (70) each. 
In this group, thm were 43 dnbatdeed 
towns in Uttar Pradesh, 42 in Maha¬ 
rashtra, 40 in West Beng*'!, 36 in Bihar, 
32 in Mysore and 78 in Andhra Pra¬ 
desh. 

Branch Expaasioa 

It is obvious that nationalised banks 
are in a better position to open new 
branebes in rural areas and thus acce¬ 
lerate the rate of savings, llie Com¬ 
mittee on Rationalisation of Branch 
Expansion recently appointed by the 
Reserve Bank of India in its report 
has recommended a co-ordinated, two- 
phased teanch expansion programme 
to cover 303 unbanked centres by the 
end of 1970 and to develop 7 under¬ 
banked states. In the first phase, it is 
propoted to cover 106 unbanked centres 
(towns), each having a population of 
10,000 and over. This phase would be 
completed by March 31, 1970. 

In the second phase, it is proposed to 
open branches in 197 unbanked towns. 


Table II 

UNBANKED TOWNS IN INDIA 


Stales 

Number 
of un- 
bi nked 
towns (?.s 
of mid- 
April 69) 

Towns 
with po¬ 
pulation 
below 
5,000 

Popula¬ 
tion bet¬ 
ween 

5,<X)0 and 
10,000 

Populat¬ 
ion bet¬ 
ween 

10,000 and 
20.000 

Populat¬ 
ion bet¬ 
ween 

20,COO 
and 
50,000 

Andhra Pradesh 

36 

5 

23 

6 


Assam .. 

26 

9 

11 

5 

1 

Biher 

52 

8 

28 

15 

1 

Gujarat .. 

5 

2 

2 

1 

— 

and Kashmir 

27 

24 

2 

1 

— 

Ktrala .. 

19 

— 

8 

9 

2 

Madhya Pradesh 

79 

13 

5? 

8 

1 

Tamil Nadu 

91 

26 

44 

21 

— 

Maharashtra 

50 

10 

32 

S 

— 

Mysore ., 

3/ 

19 

13 

4 

1 

Ofiss'i 

17 

i 

9 

5 

— 

Punjab 

14 

9 

5 

— 

— 

Haryana 

9 

6 

3 

— 

— 

Himachal Pradesh 

9 

8 

— 

1 


Rajasthan 

21 

2 

13 

6 


Uttar Pradesh .. 

59 

13 

30 

16 

— 

West Bengal 

64 

8 

32 

19 

5 

Tripura .. 

3 

_ 

3 

— 

— 

Nagaland 

1 

~ 

3 

— 

— 

Pondicherry 

■" 

“ 




^ Total 

617 

165 

316 

125 

11 





btvkig a population of 1^ than 
in tbo mm ataties of Assam* 

S Jammu and Kashmir, Madhya 
h, Uttar Pradesh, Odssa and 
West Bengal. Also, 277 towns with a 
population of less than 10,000 in the 
relatively more developed states would 
be covered. This phase would be com¬ 
pleted by December 31, 1970. 

Sipitiliancously. the banks are ex- 
ted to continue to open branches in 
remaining 277 towns, each having a 
l^ulation of less than 10,000 in rela¬ 
tively developed states. The committee 
has also recommended guidelines for 
mutual adjustment among the nation¬ 
alised banks in regard to allocation of 
centres in which more than one nat- 
‘ ionalised bank is already interested. 

The most important recommendation 
is the adoption of a district or districts 
by a bank to act as a ‘‘lead bank", 
which can undertake a survey of the 
district under its care and identify 
areas requiring immediate attention in 
the field of intensive financing and 
branch banking facilities. A list of all 
unbanked towns and districts in under¬ 
banked states with bank-wise allo¬ 
cation has been submitted to the Res¬ 
erve Bank for the issue of licences. 
Actually, the whole exercise of rurali- 
sation of banking is one of educating 
the rural population. 

New Methods 

Nationalised banks are busy devising 
new methods and procedures to operate 
economically. It is suggested that to 
reduce the cost of operations, the rural 
branches should be exempted from the 
Shops and Establishment Act for the 
convenience of rural clientele. There is 
no reason why banks should not adopt 
a selective approach with highest de¬ 
posit potential area for the maximum 
possible benefit. 

It is good to know that some banks 
are already engaged in evolving their 
own schemes to suit conditions obtain¬ 
ing in their area. Some are experiment¬ 
ing with the idea of serving a ^'cluster” 
of villages from a central branch by 
moving from place to place over a week. 
Others are toying with the idea of “iti¬ 
nerant agents** who will accept deposits 
in fixed denominations or make ad¬ 
vances in a similar manner. Most of 
them, however, have realised the neces¬ 
sity of operating compact branches. 
Skime have found “one-man branch** 
more economical. Some are going 
ahead with the appointment of rural 
correspondents who secure business 
H^ose formalities are attended to by 
the nearest bhmch operating in the 
.area* / , 

it W aft accepted fact that in the 
inltiat nir^ baaking will not be 


finofiitabti; but from the point 

of view and with ihc improvement irt 
agriculture, the return will not remain 
low. The gestation period will vary 
from three to five years. Brartcfa ex¬ 
pansion in rural areas wpuld lead to 
monetisation in iinbanked areas. This 
would expedite the process of commer¬ 
cialisation of agriculture. 

Implementation of the branch ex¬ 
pansion programme bristles with seve¬ 
ral practical difficulties. There is at pre¬ 
sent lack of adequately trained personnel. 
Emphasis should be on utilisation of 
local manpower. This obviously is a 
time-consuming process. Lack of remit¬ 
tance facilities and communications are 
two other major obstacles. Rural banks 
will have to adopt new techniques for 
deposit mobilisation and follow dif¬ 
ferent schedules of working hours. 

Deposit Mobilisation 

There is a tremendous untapped 
deposit potential in the rural areas. 
Banks have to study models of savings 
and investment of the rural population 
and foster the habit of saving in the 
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people. Since there are a number of 
claimants competing for the igrow^ 
saving potential, biinks will have;to 
meet keen competition from other finifp- 
cial institutions. In this context, 
recent setting of a target of 10 pi* 
ceni growth in bank deposits is a w'el- 
come step. 

With determined efforts this target 
can he exceeded. The per capita depo¬ 
sits in India are very low--Rs 47 as 
against Rs 6.000 in the USA, Rs 2.500 
in West Germany, Rs 2,000 in the UK 
and Rs l.8(X) in Italy. The ratio of bank 
deposits to national income in India 
has been lower than what it is e\cn 
in some developing: cotmtries. The 
government, on its part, should take 
measures to improve the climate for 
deposit mobilisation. U should extend 
certain tax concessions and incentives 
to bank deposits such as those that are 
available in respect of postal savings, 
life insurance, provident fund and units 
of the Unit Trust of India. The success 
of rural banking, to a large extent, is 
linked up wiih the plans locator to the 
credit needs of .small farmers. The 
small farmer forms the backbone of 


Tabie 111 

UNBANKiD TOWNS SERVED BY CO-OPEBATIVE BANKS 


Number To^al Towns Popula- Popiilci- 

of unbanked number with I‘on between t on 
towns of iinbank- popula- 5,000 and betwwn 
Stales <as of mid- ed towns lion be- 10,000 10,COO 

April 1969 1 served by low and 5^1,000 

co-opera- S.CXK) 
live bank 


Andhra Pradesh 


34 

1 

— 

1 

— 

As,sam 


26 

5 

2 

2 

1 

Bihar 

, , 

52 

4 

— 

3 

— 

Gujarat 

. , 

5 

1 

-- 

J 

— 

Jammu and Kashmir 

, , 

27 

13 

11 

J 

1 

Kerala 

, , 

19 

— 

— 

— 

— 

Madhya Pradesh 

. . 

79 

56 

9 

41 

6 

Tamil Nadu 


9J 

6 

2^ 

3 

1 

Maharashtra 

, , 

50 

31 

9 

18 

4 

Mysore ,. 

, , 

37 

13 

6 

3 

4 

Orissa 


17 

5 

— 

3 

2 

Punjab .. 

. « 

14 

4 

3 

1 


Haryana 

, , 

9 

4 

3 

1 

— 

Himachal Pradesh 

, , 

9 

4 

4 

— 

— 

Rajasthan 

. , 

21 

3 

1 

— 


Uttar Pradesh ., 


59 

14 

3 

7 

2 

West Bengal 

• . 

.. 64 

6 

— 

4 

4 

Tripura .. 

. . 

3 

2 

— 

2 

— 

l^agaiand 

• m 

1 

1 

— 

1 


Pondicherry 

•* 

—• 

— 

— 

— 

— 


* • 

617 


53 

92 

28 
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ouf tigricultorc but he is often taken 
for granted. While the big farmers get 
financial assistance either fmm the co* 
operative or commercial banks, the 
small farmer is left unassisted. It is 
necessary to identify the problems of 
small but potentially viable farmers in 
their respective area.s and ensure the 
availability of inputs, services, credit, 
etc to them. Keen concern for the eco¬ 
nomic progress of the weaker sections 
of the community is one of the major 
undertones of the draft fourth Plan. 

The Plan envisages the establishment 
of small farmers’ development agencies 


in 20 districts all aver India as central 
sector pilot projects. The sdieme is 
expected to bmeiit more than ten lakh 
small farmers. Under the scheme, a 
short-term credit of more than Rs 100 
crores in aggregate will be given to 
farmers in the last year of the fourth 
Plan^ A sum of Rs 1.6 crores is being 
);>rovidcd for each of the 20 agencies 
for a period of five years. The central 
and state governments will be the share¬ 
holders in the agency. The experience 
of these is expected to enable the formu¬ 
lation of more comprehensive plans for 
adoption of small farmers in future. 


Demographic Aspect of Consumer Demand 


SRIPATI RANGANADHA 


WHltr: riiK needs and necessaries, bar¬ 
ring of course the basic ones, vary from 
person to person, groups of persons 
having almost identical desires for parti¬ 
cular things need not be uncommon in 
any society. To cash in on this the mar¬ 
keters should regulate the supply of 
their specific wares in tune with the 
strength and inicnsiiy of the group de¬ 
mand. This is possible only if the ser¬ 
vices of seasoned marketing specialists 
arc sought and utilized. In the main, 
the success of a business firm depends 
as much on etTective product research 
as on, if not more, its cautious response 
to candid customers' complaints. 

Now the issue is how to explore, 
evaluate and exploit the consumer de¬ 
mand. Any investigation of the present 
or potential consumer demand should 
start with an examination of the '‘charac¬ 
ter" of the consumers and the composi¬ 
tion of the total market, commonly 
referred to as market profile, and will 
have to lake into account demographic, 
sociological and psychological factors. 

Theoretical Controversy 

This article sets forth its demogra- 
pliic aspect and refers to the much 
voiced theoretical controversy provo¬ 
ked by tlie view that proliferation may 
be visualized as a sign of eventual pros- 
pf*rity. It examines the validity of this 
v*cw held by communists, Catliolics and 
certain capitalists who are opposed to 
the nco-Malthiisists judging it in 
terms of marketing. 

The study of demography includes, 
tntet alia, income, education, occupa¬ 
tion and life cycle, A passing reference 
to these factors considered Irom the 
view of consumption may be in order. 
Past studies reveal a subtle correlation 
between income and purchasing pat¬ 
terns (income elasticity' of demand). 
Relying on income and group patterns, 
one can roughly guess with a certain 
degree of accuracy how much one is 


likely to spend for one’s consumption. 
It is common knowledge that food, 
clothing, shelter and such primary 
essentials, for instance, will be least res¬ 
ponsive to the fluctuations of income. 
The newly rich may probably consume 
a little more now than before. It is 
not, however, conceivable that the ex¬ 
penditure of higher income groups on 
their consumption will ever be beyond 
certain proportion of their income. It 
is equally well-known that expenditure 
on such items as electrical appliances, 
antomobilcs, furniture and similar 
necessary-luxuries will be highly 
sensitive to the rise of income. This 
is the substance, in simple, of Engel’s 
Law on elasticities of demand. 

Nature of Occupation 

The nature of occupation has 
a bearing on the relation between 
income and expenditure. It is natural 
to expect that the richer classes would 
spend more on recreation than the 
middle classes. Experience shows, and 
it is gratifying to note, that the latter 
do spend on recreation as much of Ihcir 
income, if not more, as the former. The 
higher income brackets tend to spend 
much on Ihcir clothing and home fur¬ 
nishings to keep up their level of living, 
while the middle classes, by and large, 
seem to spend more on their amuse- 
inenis than on such necessities as 
clothing. 

It is interesting to recall that the 
budget of the middle class people, 
according to Delhi family budget data, 
collected some years ago, inclines heavily 
on the ‘miscellaneous’’ which consists 
of rent, fuel, transport and amusement 
in relation to cotton clothing. “It 
would appear," Mr da Costa main¬ 
tains, “that the middle class& in North 
India, at least arc prepared at a push 
to go without additional clothing but 
insist upon their amusements.”* The 
“Why” of this nature is not fiur to seek 



for it lies in the bf 
The rfch and ^rtieiilariiy 
recipients, of h^er income 
seem to be ‘status seekers* and 'pyra¬ 
mid climbers’. They strive for recogni¬ 
tion and advancement and as such rich 
clothing, flashy ornaments, decorative 
designs and similar attractive exhibits 
become “status symbols”. On the other 
hand, the middle class salaried people, 
who have the least scope to raise them** 
selves by their own boot straps, have 
every reason to feel that extra savi* 
ing does not help them to keep up with 
the higher-ups. It is but natural that the 
middle classes seek a momentary whole¬ 
some entertainment rather than meet a 
necessity like clothing. Such a situa¬ 
tion is bound to continue so long as 
great disparities in income exist. 


Life Cycle 


Katz and Lazarafeid treat the tradi¬ 
tional demographic factors which in¬ 
clude respondent’s age, marital status, 
age of other family members and the 
rest as a single meaningful scalb which 
they call a stage in the ‘life cycle*, A 
scale of this nature gives an account of 
the various periods of an individual 
life marked off by several age frequen¬ 
cies. Depending upon the age frequen¬ 
cies of both sexes of a nation, the mar¬ 
keters strive to switch the supply of their 
wares attuning it to the needs of the 
nation. Children, for instance, below 
the age of 12 years generally create a 
demand for candies, cereals, toys and 
so on. 


Similarly, teen-age children main¬ 
ly go in for things pertaining to school. 
So also the adults aged between 20 to 35 
seem to exert their influence usually on 
the demand for flashy clothes, expen¬ 
sive gadgets and buill-in-obsolesccnce 
products. Again, middle aged people 
(about 40 to 50 years) who are sober in 
their tastes usually think twice before 
they order any durable fixtures, solid 
heavy appliances, hardwares and the 
like. The old people over and above 60 
years invariably, like children, create a 
personal, influence on goods such as 
walking sticks, false teeth, pre-digested 
food, hearing aids, religious books, 
bifocal glasses. 


There is indeed a correlation between 
population growth and economic pros¬ 
perity, An excess in the growth of popu¬ 
lation may give rise to economic de¬ 
velopment provided there is an accumu¬ 
lation of capital linked with a wave 
of novel innovations which help to 
create more employment opportunities 
for the rapidly growing i^pulation. 
SiK:h a phenomenon, as is bliwious, does 
not prevail in India. Now it is hardly 
possible to provide gainful employment 
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to the existing millions and as such the 
mounting population will act as a drag 
and drain on the present economy in 
which the under-employed and the un¬ 
employed are hanging over. 

It is expected of the ever-exultant 
entrepreneurs to view the booming 
population growth of a nation '‘as a 
built-in-guarantee of long-term prosperi¬ 
ty and as a main prop of the expanding 
economy”. They tacitly assume that the 
excessive growth of population will 
swell the demand for and supply of the 
goods and services considered in terms 
of current consumption and future 
production. Thereby the anxiety or 
fear of slump could be controlled. It is 
felt “babies by the millions would elimi¬ 
nate the possibility of serious depres¬ 
sions and serve as a back-stop against 
possible miscalculation in over-expand¬ 
ing the capacity of factories.”* 

Multiplier Effect 

What is more, it is voiced that the 
growth of new arrivals could help the 
stepping-up of spending and in stimula¬ 
ting demand. The signs of ever-mount- 
iug needs are easily noticed by those who 
subscribe to the view that ‘more people 
mean more markets’. Further, the very 
deep-seated desire to buy encourages the 
marketers to go in for more factories, 
commercial buildings, restaurants, 
transportation, home building, commu¬ 
nity facilities in order to accelerate it 
by pepping up consumption opportuni¬ 
ties.** The ‘multiplier' elTcct of all 
these ventures lends to reduce un¬ 
employment and raise the living stan¬ 
dards of the community. This argument 
will be valid only if there is an elTectivc 
demand and near-abundance, and drive 
and dash to exploit the same: “The 
very population growth by itself neither 
creates new markets nor provides 
scope for supplying them.” The high 
rate of growth of population in a deve¬ 
loping ' economy may mean larger 
suftcring populace. In fact, it af¬ 
fects development. In a rural country 
such as ours where the major part of 
population depends on private or 
public wells, it is doubtful whether one 
can have enough chlorinated potable 
water for the existing teeming millions, 
not to speak of basic necessities and 
material resources. As population 
rises, the scarcity of ordinary drinkable 
water will become all the more acute. 

Further, about 83 per cent of the 
total population of India lives in villages 
which have negligible market facilities. 
As such, the major consumer commodi¬ 
ties and services are mainly confined to 
and concentrated in national urban 
markets. Therefore, there is no point in 
basing the calculations of the sates 
potentials on the population figures. 

Marketers, by and large, arc interested 
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in immediate consumer-buyers rather 
than in potential or ultimate con¬ 
sumers. The family, for example, is a 
consuming unit for a variety of products. 
The bread-winner or housewife decides 
when and where to buy for the family 
and the rest of them either accept what 
is given to them or suggest what they 
would like to have. Hence the market¬ 
ers have to keep an eye on the principal 
purchasers rather than on their depen¬ 
dents whose numbers seldom matter at 
all. This analogy can be extended to a 
nation as a whole. It is held that a 
‘’considerable* propt)rtion of the total 
population (e.g., babies and small 
children) is without direct influence in 
buying process, except as its wants are 
interpreted by consumer-buyers (c.g., 
mothers) and to a considerable extent 
it is also true of other parts of the 
population”.! 

According to the recent population 
census (1961;, 46.5 per cent of India, 
about half of the total population, is 
confined to “dependency ratio” which 
is made up of children and thase aged 
over 60 who arc outside the working 
age. One can easily visualize the econo¬ 
mic strain implied in this ratio. In the 
economy of a country such as ours, 
where there is a population explosion 
this tends to level down the living stan¬ 
dard of the nation rather than enhance 
it by creating more goods and services. 

The correlation between the change in 
the size of the population and the rela¬ 
tive change in the income can be ex¬ 
plained as one of theoretical popula¬ 
tion elasticity concept. If the income of 
the population of a nation, for example, 
increases by a ‘certain’ percentage and 
consequently pushes up the size of the 
population at the same rale, then it is 
spoken of as elasticity of unity, whereas 
if the population, on the contrary, does 
not register a corresponding increase 
of the particular net national product, 


What is America’s attitude to Jndia's schemes 
of development and teconstruction V To this 
question no easy or simple ans>^er is possible for 
American opinion, like that of otlier countries, 
perhaps even more lhj:.n in others, is neither de¬ 
finite nor uiunimous. Jt is very complex and 
a mixture of diverse altiiudes prevalent at di- 
iTerent economic and political levels and at di- 
ITcrent moments of time. It is, therefore, ex¬ 
ceedingly variable, depending ttpim political 
and economic forces operating within and with- 
ou*. All that one can do is to set down this 
complex set of forces and explain the various 
strands of thought prevalent on the subject, 
so that India may, if she chooses, strengthen 
those forces operating in her favour, or at least 
shape her action and policy in the light of the 
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it is generally referred to as clasltcicy 
of zero. Thus the elasticity of popula¬ 
tion is usually j>ositjve and it lies bet¬ 
ween zero and unity. 

Against this background, let us spell 
out succinctly the underlying principle 
of these two variables, namely popula¬ 
tion and national income. 

Populalion elasticity lends to be 
positive where the society cxpccicncea 
either an income of a very low level or 
one of relatively high level. The inter* 
mediate income group of the society, 
contrariwise, is likely to indicate negative 
population elasticity. The rise of in¬ 
come in the latter group tends to affect, 
according to Professor Spengler, nata¬ 
lity much more than mortality where the 
former is taken to mean “potential 
and sometimes actual reproduction.” 

The rate of natality (birth rate} proba¬ 
bly, rises among the various levels of 
intermediate income receivers, but re^ 
mains almost constant among the inter¬ 
mediate higher income groups. These 
intermediate high income classes inci¬ 
dentally are those who are likely to 
spend more than their income. 

Ambitious marketers should always 
keep an eye on these intermediate higher 
income classes who seem to represent 
the so-called “quality market” which is 
a source of a nation's prospective re¬ 
peat purchasers and stcjvup spen¬ 
ders. As indicated above, the growth 
of these intermediate higher income 
classes is not likely to blossom under 
the conditions of negative population 
elasticity. As such, the expected events 
do not present a rosy picture to the 
marketing strategists. 

♦Vance Packard : The Waste Makers 
(f.ondon, Longmans, 1961) p. 173. 

♦♦Ibid, p, 174. 

tThcodorc, Backman N. and Davidson, 
William R., (New York : Konald 

Press Company, 1962), p, 58, 


imcrnalional siiuaiion likely to develop a ter 
the war. 

That the American business conimuniiy, by 
.ind large, is willing and keen to csUiblish closer 
and more diiect contact with Indian trade and 
indiLstry cannot be denied. Not only is this true 
of the members of ihe Foreign Trade Council 
whose views found \'igon)us expression in the 
speech of its President at the recent Internation¬ 
al Business Conference at Rye. bin increased 
expansion of foreign trade has been recommen¬ 
ded by the National Association of Manufac¬ 
turers representing 12,(X)0 firms. Urge and small 
and also by the National Planning Association, 
a very influential body .shaping American eco¬ 
nomic opinion. 
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ON-STREAM... 

A NEW EXCHANGE EARNER 


Shri G. S. Pathak, Vice President of India, 
inaugurates LUBE INDIA LIMITED at Bombay. 


Designed to produce 164,000 tonnes of high grade lubricating oil base stocks 
every year, the refinery is expected to go a long way towards meeting India's 
demand. This 50:50 partnership between the Government of India and Esso 
will save foreign exchange worth Rs. 1,72,000 every day—Rs. 6 crores per year. 

This Rs. 17-crore refinery will supply base stocks to INDIAN OIL and ESSO 
which they will bletid and market as a variety of lubricants—comparable 
to the finest anywhere. 


Uh- • pArtnwnhtp iowsrib mIM uflletawey In luMcaiitt 

LMW OHHA umm 

(A joint Government of India-project) 
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WINDOW ON THE WORLD 


£ 500 M: FOR HOW LONG? 

LONDON: 

“We do not intend,” Roy Jenkins, the 
British Chanoelior, told the Americans 
recently, “to throw away the fruits of 
the hard slog that the measures of the 
last few years have brought”. 

Don’t we? It looks to me that that is 
just what we are preparing to do! 

The British Chancellor’s recent tour 
of the USA was a terrific personal 
success. He is a persuasive speaker, quiet 
spoken, modest, and authoritative — 
altogether someone unusual in politics. 
When added to this, he was able to tell 
the Americans how he had got the UK 
balance of payments out of deficit into 
surplus, be had eminent American 
economists, mindful of their own as 
yet unreversed payments deficit, asking 
the Chancellor for the secret of Britain's 
success I 

Mr Jenkins was vague in his answers, 
convmtinit the idea that ho felt that it 
would be indiscreet for a visiting foreign 
fireman to tell the local brigade how to 
extinguish inflationary fires. 

The Chanoelior was right to be mo¬ 
destly vague. Let me try to explain 
why. 

Effect of Devaluation 

The 14.3 per cent devaluation of 
sterling in November 1967 has at last 
lifted the balance of payments out of a 
scries of deficits into a surplus running 
at the rate of £S0C million a year. But it 
is not enough to have achieved this in 
1969. We’ve got to keep it up into the 
1970s. To hit the jackpot once only 
would solve nothing. Whether we can 
keep ii up depends on several factors, 
some outside our control. For example, 
will the USA go into a recession? Will 
the rate of growth of world trade 
slew substantially in 1970? 

In 1969, the UK came close to hold¬ 
ing its percentage share of world trade, 
although it did not increase it. Roy 
Jenkins kept imports down partly by 
the impotts surcharge (that cur trading 
partners regarded as contrary to treaty 
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obligations), but mo.sr]y by the squeeze 
which kept production roughly stag¬ 
nant throughout 1969. In other words, 
in so far as Roy Jenkins has succeeded, 
he has done so by adopting the Stop/Go 
policy which characterised the thirteen 
“wMted jrears” of Tory rule — the 
policy which Harold Wilson won the 
1964 and 1966 elections by pledging 
himself to scrap! 

The biggest single factor in Labour’s 
victory in 1966 was Mr Wilson’s ima^ 
as the economic wizard who could 
guarantee efficient production free from 
labour troubles (“For why would La¬ 
bour supporters”, as tbc Labour 
Chancellor, m^ old friend Lord Gardi¬ 
ner, actually said) “want to strike against 
their own people io office?” Why in¬ 
deed?) and steady sustained growth, 
free of squeezes. 

Yet continuously since 1966 wc have 
lived through the biggest squeeze in 
British economic history, with un¬ 
employed totalling 629.000 (2.7 per 
cent of the labour force), the biggest 
total since 1963 (a year in which figures 
were swollen by bad weather). Nor docs 
this include anothci 38.000 unemployed 
in Northern Ireland. 

Trade Unions’ Demand 

The Trades Union Congress has 
therefore calk'd for stejw to increase 
domestic consumption without waiting 
for the budget. And Jack Jones, the 
formidable secretary of the Transport 
and General Workers Union (member¬ 
ship 1,500.000) declared: “This is very 
bad news indeed. It confirms the need 
for immediate steps to drop restrictions 
and increase the money in people’s 
pockets”. 

Before you read this, the TUC will 
have demanded from Roy Jenkins re¬ 
laxation of hire-purchase restrictions 
and a cut in the Bank rate. “The 
brakes”, they will have told him, “have 
been on long enough to ensure a subs¬ 
tantial balance of payments surplus. 
Further squeeze will create even higher 
unemployment and lower producti¬ 
vity’’. 

All the signs are that the squeen» is 
coming to an cud. not by any planned 
programme of relaxation, not through 
any reduction in taxation, but to the 
most socially unjust and economically 
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wasteful way: through an explosion of 
wage claims. 

Dc you remember how the govern¬ 
ment, as 1 reported in detail here on 
August 22 (“Strike Law in the UK”) 
and August 29 (“The UK Strike Law 
Fiasco”), first of all squared up to the 
unions, with ferociously set jaws and 
lofty claims that the Labour govern¬ 
ment stood “above parly for the na¬ 
tional interest”, only to retreat? A 
retreat? It was a rout. Mr Wilson 
began by saybg that the passage in the 
then current session of the Labour 
government’s bill to reform unions 
practice and prohibit urofficial strike 
was essential. “If the government 
stood on one side and did nothing it 
could be destroyed economically and 
politically.,. we cannot just fold our 
arms and say that because the TUC 
does not like it we will do nothing about 
it”. The bill, Mr Wilson said, was an 
issue of confidence in the govenimcnt 
and if it were defeated he would eM 
a general election. The bill was essential 
to the UK’s economic recovery, to the 
balance of payments, and to full em¬ 
ployment. The survival of the Labour 
government depended on it. 

Goveenment Rout 

Well!!! You’d have thought that, 
after nailing his colours to the mast 
with such a blast of trumpets, Mr 
Wilson could not possibly back down. 
But the TUC’s determined opposition 
led to a split in the Labour party that 
found Mr Witsor in the minority. 
Hastily, he withdrew the bill. The 
Economist summed up the result 
succinctly: “Mr Wilson’s surrender to 
the trade urdons is bad news for the 
country and the Labour party, even 
though the parly is in no mood to re¬ 
cognise this. It is an awful example of 
wlmt happens when courage is diluted 
by dithering”. And I quote the follow¬ 
ing from the pro-Labour Guardian 
(June 19,1969) ^cause it has prophetic 
overtones on today’s situation; 

Mr Wilson wanted to show that a La¬ 
bour government governed and that 
included its brothers and paymasters 
the trade unions. Yesterday’s face- 
saver will be taken to demonstrate the 
opposite.” 

II 

THE WAGE EXPLOSION 

Since then, the wage settlements 
already agreed, which are range-finders 
for those to come* shew what lies ahead. 
We have had, over the past three years, 
the largest wage inflation in history dur¬ 
ing a time when there were successive 
(1) tight squeezes, (2) high unemploy- 
mjnt, (3) low growth, and (4) the new 


Skeleton in Roy Jenkins* Cupboard 
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‘miracle supply policy' wages* Icgisla- 
latioo, so who can doubt what will 
happen this year, with (1) tjjc legisla¬ 
tion abandoned, (2) rising unemploy¬ 
ment to goad the unions to bully the 
government in the way which paid off 
last year, (3) government impotence 
proclaimed (n the front page of every 
newspaper, and (4) an election com¬ 
ing up? 

The latest public opinion polls all 
agree in showing leads of up to 7 per 
cent in favour of the Tories, and the 
star of Ted Heath, who has hitherto 
never seemed able to impose his ‘image'’ 
on the masses, is rising, according to 
the polls. These findings arc decisive 
for Mr Wilson s strategy this year. A 
government which dcsper-jlely needs to 
regain its popularity within a maxi¬ 
mum of 18 months, and that was bashed 
ow'cr the head by the un*ons within the 
past 12 months, cannot resist Wi'Tgc 
claims. I can't see what is to prevent 
the XUC and Mr Jack Jones from ob¬ 
taining the rt:laxation they demand. So 
growth will return — but at a price! 
Imports will rise towards the end of the 
year, just when the world economy 
could be turning down. 

All this is just my prejudiced exogge- 
ration? Weil, whal is today's front 
page news? In addition to the TUCs 
demands for relaxation quoted above, 
the ZHmes page 1, column 1, story is 
headed: CHECKS ON PRICES AS 
WAGES CURB IS DROPPED, and 
this news with similar heading domina- 
nates all the other papers. 

Delaying Power Dropped 

The government is dropping its four- 
month delaying powers over wage settle- 
ments but is to set up a commission for 
Industry and Manpower with “wide 
powers'* to veto price increases and 
company mergers. The commission 
will be able to require wage, price, and 
dividend increases to be reported to 
it with the object of keeping pub¬ 
lic opinion informed. All major firms 
(d;:fitted as those with more than £10 
million of capital, and said to number 
ov.?r 400) will be liable tc investigation. 
This amounts to setting up an anti- 
wickcd-capUalist body, nicely calcula- 
latcd to provide talking points for La¬ 
bour party candidates. In pracrice, it 
will Waste irmumjryblo manpower hours 
among senior executives while they de- 
,bate whether a merger or a price rise, 
desirable on economic grounds, will be 
politically acceptable, filling in ions of 
forms, preparingevidence to give before 
the commission, and appearing before 
it, instead of getting on with their busi¬ 
ness. It is quite possible that, apart 
from this colossal waste of executive 


time and energy, the commission’s 
bark will be worse than its actual bite, 
because ultimately the forces of the 
market will always prevail, but to the 
extent that the commission does show 
teeth, price controls do not help those 
whom they arc intended to benefit; they 
distort and slow down market processes, 
add to costs, and spread frustration and 
inefficiency. 

The foregoing analysis is, those who 
suspect me of prejudice may care to 
note, generally in line with the latest 
quarterly London and Cambridge 
Economic Bulletin (which, nowadays, is 
published in the Times B^isiness News, 
though also obtainable from the De¬ 
partment of Applied Eccnomics, Uni¬ 
versity of Cambridge, Sidgewick Avenue 
Cambridge, price 2sh. fief). 

Diversion of Resources 

The Bulletin notes that the govern¬ 
ment's policy of diverting resources 
from consumption to exports has achiev¬ 
ed a balance of payments surplus runn¬ 
ing at £500 millions a year in the second 
half of 1969, but points out that the 
continued rapid rise of personal in¬ 
comes has been prevented from raising 
consumption faster only by repeated 
rises in indirect taxe.<j. 

The Bulletin draws attention to the 
dangers of the continued rapid rise of 
wage rates, earnings and income from 
employment, whicn caused labour cost 
per unit of output to rise by 3 per cent 
from 1967 to 1968 and by nearly 5 pei 
cent from the first three quarters of 
1968 to the first three of 1969. 

The rise in income from employment, 
which (earlier experience suggested) 
even without an “incomes policy” could 
have been expected to average less than 
5 per cent with an unemployment per¬ 
centage of 2.4 per cent, was in fact 7 per 
cent from 1967 to 1968 and nearly as 
much from the first three quarters of 
1968 to the first three of 1969. 

Up to mid-1968, the rapid rise could 
be interpreted as the payments of in¬ 
creases postponed from the 1966-67 
wage freeze but this docs not explain 
the combined rise in 1968. One clue is 
that there has been a much higher per¬ 
centage of unfilled vacamnes than has in 
the past accompanied by 2.4 per cent 
unemployment. In earlier years vacan¬ 
cies of nearly 1 25 percent would have 
corresponded to unemployment of 1.8 
per cent which, in turn, could have been 
expected to accompany a rise in in¬ 
comes from employment -of over 6 per 
cent per annum. 

The Bulletin believes that the explana¬ 
tion is that tht introduction of redunda¬ 


ncy payments and higber uiieinpIo>ment 
benefits has enabled the unempibyed,. 
instead of taking the first job available^ 
to wait for the type or location of 
that they prefer, and this has flowed the 
rate of flow of transitional unemploy-^ 
ment through the pipelines. 

The government’s success in holding 
down persona) consumption by in¬ 
creasing indirect taxes in order to trans¬ 
fer resources to exports, bas meant 
that while the workers have been joy¬ 
ously throwing their doth caps in the 
air at the rapid and sizable money 
wage rises that they have won, in real 
terms they have gained little. 

The Bulletin suggests that this conti¬ 
nual frustration of the attempts of 
unions, and other monopoly groups, 
to raise the real income of their mem¬ 
bers, has induced them to intensify 
their efforts, hence the rise in the num¬ 
ber of strikes. The Bulletin regards the 
continued rapid rise in money in¬ 
comes as “most disturbing”. Con¬ 
sumption has only been held down and 
goods released for export by repeated 
rises in indirect taxes. Hence the ba¬ 
lance of payments surplus of £500 
million per annum. 

No Tax Reduction 

The trouble is that wage demands are 
doubling in intensity and that while 
increases in indirect taxes to reduce the 
real buying power of wages may have 
been fine and dandy in 1969, this* year 
we are heading for an election, so tax 
rises are “out”. The electors are look¬ 
ing for tax reductions. But as the effects 
of the higher taxes imposed in 1969 
become exhausted, the rapid rise in 
]>ersonal incomes is likely to lead to a 
much faster rise in personal consump¬ 
tion, which will leave Roy Jenkins no 
margin for any tax reductions. 

The most likely way in which a faster 
rise in money incomes would bring a 
faster rise in personal consumption 
would be by reducing the balance of 
payments surplus by (1) attracting more 
imports and (2) reducing the competi¬ 
tiveness of UK exports. 

“Such a development,” the London 
and Cambridge Bulletin observes de¬ 
murely, “would presumably oblige the 
government, if it were determined to 
maintain the balance of payments (my 
italics), to impose still further restraints 
on home demand 

Well, everything is possible, but 
imagination boggles at the political 
shindy that would ensue. Shindy? If 
Roy Jenkins were to persist in carrying 
out the intention expressed in the first 
paragraph of this report, the govern- 
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ment might fall. If, last year the TUC 
and the Labour Left in Parliament 
intimated that they would vote against 
the government's bill to curb union 
monopoly powers, and compelled 
Harold Wilson to eat his words, all the 
more would the> be ready today to 
challenge the gc vernment if it proposed 
policies that would both reduce the buy¬ 
ing power of money wage rises and 
maintain the present record level of 
unemployment. 

The only development likely to justify 
a substantial relixation of restraints 
on home demand would be a world 
recession, probably spreading from the 
USA. 

World recessions in the past, while 
checking the rise in the volume of 
UK exports, have also caused a larger 
fall in import than in export prices and 
have improved the UK's terms of 
trade. The UK has therefore been 
able to maintain its balance of trade, 
at current prices, with a smaller volume 
of exports, thus freeing resources for 
use at home. 

Fail in Import Prices 

But even a substantial improvement 
in the terms of trade would not give 
Roy Jenkins room for large reductions 
in personal or indirect taxes. A fall in 
import prices would, by itself, keep 
down the rise in prices of consumer 
goods and would stimulate consump¬ 
tion. In 1957-58, the last year of general 
world recession, personal UK consump¬ 
tion rose 2*6 per cent in real terms des¬ 
pite a 50 per cent rise in unemployment. 
Then again, a world recession would 
see easier credit and falling interest 
rates in the UK and elsewhere, and so 
raise consumption. 

Part of the extra margin created by 
the fall in the volume of exports 
might therefore be taken up by increased 
stock accumulation and, after a time- 
lag, by increased investment, especially 
in houses. 

I conclude that the Labour govern¬ 
ment’s dilemma is that if it puts elec¬ 
tioneering before economic realities 
it could win the election only to find 
itself back in the same position as in 
1964 — a rapidly rising adverse balance 
of payments, and no alternative but to 
inaugurate a new and massive Stop/Go 
cycle. And there is every reason to sup¬ 
pose that ** government which could 
allow this to occur would sooner or 
later be forced mto another unplanned 
devaluation. 

m 

LIBERAL ECONOMICS 

It is now 21 years since I first began 
to preach in this column the virtues of a 
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market economy, the importance of 
consumer's choice, and the need to 
allow the controlling power of demand 
to become effective through a freely 
functioning price mechanism. 

Twentyone years ago some readers of 
Eastern Economist dismissed my ex¬ 
positions as being as irrelevant as the 
doctrines of the anti-Darwinists in reli¬ 
gion, while others, on the contrary, 
eagerly read them as the funniest humo¬ 
rous column in any Indian paper, leav¬ 
ing Shankar^s Weekly far behind. 

I am, alas, too far frem India today 
to gauge the trend of economic opinion 
there, but as the years have slip^d by 
here in the UK I have found myself 
less and less in an economic backwater 
and more and more in the mainstream 
of economic thought. One of the 
biggest factors in the economic edu¬ 
cation of British public opinion has 
been the Institute of Economic Affairs 
(2 Lord North St. London. S.W. 1) 
which, founded in 1957, has published a 
stream of academically authoritative, 
but popularly written, books and pam¬ 
phlets, many of whose ncoliberal prin¬ 
ciples have been adopted, without 
acknowledgement, by progressive Tories 
and Labour men of the right-centre. 

Not so Affluent 

Among the many reasons for this, 
the realisation that our “affluent society” 
is not so affluent after all has been fun¬ 
damental. 

When postwar governments began to 
offer electors more unemployment 
pay, universities, schools, hospitals, soci¬ 
al security, and pensions,expenditure on 
these social benefits was at first limited 
to available revenues. Politicians of all 
parties failed to realise that they had 
initiated an auction to buy votes, and 
that social expenditure would rise sky¬ 
wards, thence into outer space and on 
to the moon. Costs have risen so stag¬ 
geringly in all the industrialised demo¬ 
cracies that the classical economics, 
which I expound, and which is concerned 
with the allocation of scarce resowces, 
is now seen to be strictly relevant to 
our problems. 

A good example of this is the latest 
Institute of Economic Affairs report 
PoUev for Poverty (95 pages; price 15sh.), 
whicn, starting from the failure of the 
welfare state to abolish poverty in the 
UK, despite public expenditure of 
£8,700 million in 1969, recommends that 
help in cash should be concentrated on 
those in need by a reverse income-tax 
(RIT), ix. whereby the stale pays out 
money to those whose incomes are 
below a specified level — the reverse of 
normal income-tax whoreby money is 
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paid to the state when income exceeds 
a specified level. 

The lEA report finds that the mass 
of welfare expenditure in Ibc UK goes 
to people who could pay through in¬ 
surance premiums, or in other ways, the 
full cost of the state benefit in ckh cr 
kind, if their taxes were reduced by an 
equal amount, whereas a minimum in¬ 
come guarantee (MIO) would concen¬ 
trate state payments entirely on people 
with the lowest incomes and would 
guarantee the poverty-line minimum 
income to all. After deducting the addi¬ 
tional payments to people with the 
lowest incomes under the MIG scheme, 
the report estimates that the reduction 
in slate expenditure available for tax 
remission to ft milics with incomes above 
the break-cven levels would be about 
£1,800 million per annum, equivalent to 
more than 5 sn. on the standard rate 
of income-tax. 

On balance, the report favours the 
MIG foi'm of RIT. A fully selective 
procedure paying benefits only to people 
in poverty, and only to the extent that 
their incomes are below the poverty 
line, might completely eliminate poverty 
at a fraction of the cost of parfi'd re¬ 
lief of poverty through the method of 
partial selectivity. Under the MIG 
plan, where the state pays £1 foi eveiy 
£1 by wliich private income falls short 
of the poverty-line income, the present 
“spillover” to the non-poor is elimina¬ 
ted. 

The report acknowledges that any 
policy which cffcclively removes po- 
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verty by raising low incomes up to that reverse income tax offers the 
a minimum standard risks weakening possibility of major reductions in the 
self-help. But while MfG might amount of state expenditure and taxa- 
reduce incentives to earn by the tion and would help to replace numc- 
lowcst paid workers — estimated rous well-intentioned pressure groups for 
at 2 to 3 per cent of the UK labour particular categories — old age pen- 

force — the higher cost of altcrna- sioners’ associations, tl« Disablement 

live policies is likely to entail Income Group, the Child Poverty Ac- 

high marginal rates, with consequent tioo Group, etc., and many others, 

discouragement to additional effort, which cause social policy to comprise 
not among those with lowest incomes spasmodic, unco-ordinated, and often 
but among the general body of tax- capricious concessions to persuasive 
payers whose productive potential is pleading — by a single unambiguous 
much higher. The report concludes criterion for social assistance. 

Economic State of the US Union 

H. R- VOHRA 


WASHINGTON: 

In his State of ibe Union message this 
year, President Nixon has accorded his 
battle against the rising cost of living 
the highest priority. For him it has been 
a continuing batMe since his accession 
to office over twelve months ago. Vic¬ 
tory, like a mirage, is sUIl ahead of 
him. 

In an election year, he would have 
wished it were within his grasp so that 
he could relax the fiscal controls and 
ail the other impositions which collec¬ 
tively make up the economic bag cf 
tools to beat inflation. He is not going 
to have it his way. 

There are, however, some glimpses 
over which he can gloat. He has 
succct^dcd in bringing forth the most 
convincing evidence of a slow down in 
US economy. In the fourth quarter 
of 1969, the United Slates GNP grew 
ill gross terms. But price rises complete¬ 
ly neutralized the rise. The net result 
was a zero. 

Confirmatory Evidence 

There was other confirmatory evi¬ 
dence of this development. Industrial 
production has been steadily declining. 
Housing is at a low ebb and personal 
incomes have risen only slowly. Des¬ 
pite these dovolopmcnis prices rose in 
December at the annual rate of 6 per 
ctmt. 

It is being predicted that this tendency 
will continue for months. Over the year 
the GNP is expected to rise by 
♦53 billion which is approximately 
equal to the current GNP of India. 
But most of it would be absorbed by 
rising prices. 

According to Mr Walter W. Heller, 
the former chairman of the Council of 
Economic Advisers, out of a total ad¬ 
vance of 5'7 per cent in GNP for 1970, 


over 4 per cent will be pure inflation. 
Only U per cent will be genuine gain. 

All this is said to be exceedingly 
good news. The US economy will 
grow but only slowly. Prices will rise 
but at a declining pace. Uncmplovrocnt 
will also rise but that is a part of tbe 
price. Interest rates might decline but 
very late in the year. 

If this is the brighter side of the pic¬ 
ture there is also a prediction for a 
possible bad development. Tbe econo¬ 
my, some prophets say, could slip into 
a recession. 

Difference of Degree 

What is the difference between a 
managed slowdown and an unwanted 
recession? The difference i.s of degree. 
If a decline ip the rate cf growth brings 
the real GNP to a zero, it is a slowdown. 
But if it is a decline below the zero, 
it is a recession. This is also the kind 
of differences between other indices as, 
for instance, unemployment. If un¬ 
employment rises up to 6 or 7 per cent, 
it surely would mean recession. 

1 have heard of another interesting 
point which economic writers make. 
A slowdown is a slowdown if it lasts a 
few weeks. It becomes a recession if 
it drags into months. Most of the time, 
it would seem, the difference lies in the 
eye of the beholder. 

For the time being what is happening 
in the US is not too different from the 
Indian experience a few years ago when 
rise in prices and economic decline went 
hand in hand. Factors governing the 
two similar situations, however, were 
very diffetent. 

The combination of recession and 
continued nse in prioeif puzzles some 
people here, Congressman Albert the 
other day called it an ^‘economic para¬ 
dox,’* that there should be “unprece¬ 
dented inflation coupled with an econo¬ 


mic downturn.” Economists explain 
the ‘‘paradox” very simply as a period 
preceding the downturn in prices. 

In this period the seller meets re¬ 
duced demand and increased costs by 
exercising his option of raising prices. 
Prices go up faster at the beginning of a 
downturn than during inflation. But 
as demand further declines, the seller’s 
option loses validity. Inflationary pres- 
suies subside. 

Forcing down prices is a long pain¬ 
ful and a delicate process w'hich is 
justified only on the ground that the 
alternative is even more painful. 

The First National City Bank analy¬ 
ses tho phenomenon, it says that in a 
period of monetary restraint “such 
efforts to push up wages and prices are 
doomed to eventual frustration.” 

Profit Squeezed 

The reason is that neither wage nor 
price increases can create new money 
growth in the economy. The businesses 
are unable to raise prices by the full 
amount of the rise in labour or other 
costs without losing sales. Profit mar¬ 
gins are squeezed. Resistance to wage 
demands stiffens. Burdened by moun¬ 
ting overheads, companies begin to cut 
prices to increase volume. 

We arc witnessing the beginning of 
this sequence in the US Whif’b, bojHJ- 
fully, will end in a reduction in prices 
to increase the volume of trade. 

What comes out strongly in all these 
prophesies and studies is the certainty 
that this is going to be a miserably slew 
and difficult year. Whether it ends in 
the defeat of inflation or the onslaught 
of recession is an unanswered question. 

President Nixon has blamed un¬ 
balanced budgets of the Democratic 
regimes for the cuueut US economic 
malaise. This is a typically Republican 
approach to the recurring problem. 

“In the decades of the sixties, the 
federal gc-vernment spent, he says, 
*57 billion more than it took in taxes. 
In that same decade the American 
people paid the bill for that deficit in 
price increases which raised the cost 
of living for the average family by ♦200 
per month.” 

The decade to which ho alludes, 
began with the end of the Eisenhower 
period and the installation of President 
Kennedy. The political barb was not 
lost on his Democratic listeners in 
Congress. 

president Nixon promises a second 
balanced budget. He has given no clue 
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of any additional measure. He seems 
to rely on the growing effects of tight 
money^ high interest and a balanced 
budget which would mean rejecting 
many pending domestic programmes 
and forgoing foreign commitments. 

Economists who expect that recession 
will be avoided count on these factors. 

Ta) The new tax bill and new social 
security benefits will give consumers a 
transfusion of S 13 billion, convertible 
into more purchasing power. 

(b) Businesses wanting to expand on 
the assumption of continued inflation 
plan to spend $ 7 billion on new plant. 

(c) The Federal Reserve would allow 
the money stock to grow to avoid ruina¬ 
tion of the housing industry. 

For official thinking for this year, one 
must turn to Mr Paul W. McCracken, 
President’s Economic Adviser. Answer¬ 
ing a question, if he foresaw a recession 
ahead, he said. 

“The statistical probability of one 
IS greater than zero.” 

He does not yet see any recession but 
he docs not deny that the country will 
have “some of the pains that we asso¬ 
ciate with recession, some real dis¬ 
appointments in profits, possibly some 
rise in unemployment.” 

Sensing the Recession 

He counts on his ability to sense re¬ 
cession before it comes. He says: 
“If the pressures of profit get too severe 
then we could see some stern pruning 
of costs that would have a further sub¬ 
stantial effect on employment and 
possibly capital outlays. If the adjust¬ 
ment holds within tolerable limits, as 
1 expect, then we can accomplish the 
deceleration without anything that 
would be called a recession.” 

He does not promise that inflation 
will end this year if by inflation is meant 
an end to price increases. For him the 
important point is to make progress in 
slowing the rate of price increases. 
This, he claims, the Nixon policies can 
ttcccmplish. 

He repeats the story once told by 
Senator Bennett of Utah. “If you have 
a runaway team of horses, you don’t 
try to step them dead in their tracks. 
If you did you would have a wreck.’’ 
And since the horses of inflation have 
been running pretty fast, the slowing 
job will not be over by the end of the 
year. It would overflow into 1971. 

Mr McCracken has explained his 
philosophy in these interesting words; 

“If wc wanted to take the hair-shirt 
approach and say we are willing to 
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have a first class depression, if neces¬ 
sary, then we would stabilize the price 
level fast. The trouble is that would also 
severely dam::gc the economy. The 
show must sHIl go on while we cool off 
the inflation.” 

While the cooling off is being induv>=^d, 
there is already discussion within the 
administration and its economic ad¬ 
visers as to the appropriate time to 
make a change or to shift gears. 
In other words, has the tough mone¬ 
tary policy served its purpose? 

Official economists are looking for 
signs whether demand is really beginn¬ 
ing to slow up. They are watching for 
the latest figures of retail sales which 
show that consumer buying has become 
more restrained. The hope is that in¬ 
ventories are now beginning to be cut 
back. This would affect production 
schedules. Then will be the time to look 
into figums of hours worked, personal 
incomes and total employment. 

Right Occasion 

What would be I he right time for 
changing the policy? “The right time 
will probably seem premature at the 
time,” says Mr McCracken. His fear 
is that if you wait until you are 
completely sure you have turned the 
corner, you have probably overstayed 
on restraint. This observation, more 
than anything else, brings out the deli¬ 
cate and sensitive nature of the judg¬ 
ment that goes into this operaticn. Too 
much too soon is as damaging as too 
Utile too late. 

Computers are of little avail in 
determining the right degree of rest¬ 
raint at a particular time. Economic 
activity is the sum total of reactions and 
decisions of millions of people which 
cannot be convened into a mathemati¬ 
cal formula to be fed into a computer. 

Wc continue to draw cn fallible hu¬ 
man understanding which, even when 
trained, must finally rely on a hunch. 
Since a hunch is seldom one hundred 
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per cent right, the Conduct of economic 
affairs often falls short of perfection. 

One of the persons on whom the 
burden of judgment (or hunch) will fall 
is Dr. Arthur F. Burns, the newly 
appointed Chairman of the Federal 
Reserve Board. He recently told the 
Senate Committee on Banking that the 
policy being pursued by the Federal 
Reserve is scund at the'present time. 
After the budget situation is clear, the 
Board would reconsider it. He 
favoured coiiiinuation of restrictive 
monetary policy largely to establish 
the determination of government to 
curb price increases. But for this, he 
would favour easing credit conditions 
now. 

Damage to Economy 

He is very alive to the possibility 
that a restrictive monetary policy, if 
pursued vci*y long, could also damage 
the country’s economy. But being 
modest and human, he loo claims no 
special knowledge by which he could 
be sure that the brakes being applied 
to the economy have not lasted too 
long. All he says is “I do not think 
they have. Bui J cannot say I am right 
and you are wrong.” 

One economist, Prof. Milton Fried¬ 
man of the University of Chicago, a 
distinguished student of Dr Burns, 
however predicts that as a result of the 
actions of the Board in 1969, this year 
will sec a recession of at least the pro¬ 
portions of the dip of 1960-6L 

We thus squarely face the opposing 
views of a teacher and a student, each 
in his own sphere equally responsible 
and, one presumes, equally knowledge¬ 
able. Mr Fricdnuin holds that the 
Federal Board has contributed to in¬ 
stability in economy in which inflation 
and recession alternate. He could, if he 
wanted, draw upon the US experience 
of at least nine boonis since 1919, 
each ending in a depression or recession 
after frantic federal stops to restrain 
credits. 
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EXTRUSIONS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stifiness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so! Please write to: 

HINDUSTAN AUIMINIUM 
CONPONATION LTD. 

Works: Renukoot, U.P. 

Offices: BOMBAY 
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Trade Winds 


BANlt^S TAKEOVER HELD INVALID 

The Sufreme Court* by a majority of 10 to one, 
struck down as invalid the entire law nationa¬ 
lising the 14 coromeFcial banks, on, February 
10* The court, in its judgment delivered by 
Mr. Justice J.C. Shah, said the Act constituted 
discrimination* against the 14 bonks 
while other Indian and foreign banks could 
engage in banking business. The court also 
held that the Act violated the constitutional 
guarantee of compensation and the amounts 
to be given under the Act could not be fair 
compensation. The court, however, did not 
<|iiestion the competence of Parliament to 
legislate for the nationalisation of banks. 
Allowing the two writ iietitiom challenging 
the constitutional validity of the bank nationa¬ 
lisation law, Mr Justice Shah also declared as 
^^unauthorised*’ all action taken, or deemed 
TO be taken, in exercise of the powers under 
the impugned Act, On the question of ordi¬ 
nance making powers which had been assailed 
the petitilion cliallenging the validity of the 
Ordinance and Act, the court said : ‘*We need 
express no opinion in this case so far as the qi^ • 
tion of jurisdiction of the court to examine 
whether conditions relating to saiisfacUon by 
the President was fulfilled or not.*’ The ordi¬ 
nance had been repealed by the Act and the 
question of its validity was academic. Mr Shah 
pointed out. The court has found fault with 
Utc scheme of bonds to compensate nationalis¬ 
ed banks. The bonds substantially reduced the 
present value of wliat the Statute decided to 
give as compensation, he said. The court was 
of the view that in the valuation of the under¬ 
taking, the compensation scheme in the Act 
excluded important items of assets. Further, 
the compensation scheme adopted principles 
which were cither “irrelevant” or “not recog¬ 
nised.** In upholding Parliament’s competence 
to legislate nationalisation of banks, the court 
said there was no evidence that the nationalised 
^nks held any assets for any non-banking bu¬ 
siness. Hence, the question of legislation on 
these banks was not in tlie realm of ^e state 
legislature as contended by the petit loners. 

FOURTHS. AN 

The fourth Plan as recently revised by the 
Planning Commission, was approved by the 
union cabinet at a recent meeting. Tlic Plan 
proposes a total outlay of Rs l5,o79 crores in 
tlte public sector — two-thirds in the central 
and one-third in the state spheres. This implies 
a 10 per cent rise in ptiblic outlays, partly, offset 
by a cut of equal proportions in the assump¬ 
tions made about private investment. The 
Plan will now go to the National Development 
Council for adoption. The meeting is likely 
to be held in March by when the 1970-71 
budget would already have been presented. 

COKfMITlEE ON FORWARD TRADING 

The union government has appointed 
a 4-member committee to go into the question 
of forwatd trading in securities. Forward tra¬ 
ding in securities was prohibited by the central 
govbmment with a view to gniesting the unde- 
shahte speculation in securities that had then 
devetopbd. ; Since then a number of r^hesen- 
have been received by the bentml go- 
vemawnt, some arguing against the prohibhion 
and others for its conthsuaace. With a view to 
assisiiiig the government to assess Ihe 
xnenfs of the situation, it has appointed a co* 


mmittee consisting of Mr J.J. Anjaria as 
Chairman and Mr C. P. Mukherjee, Mr P.S. 
Nadkarniand MrP.D. Kasbekar as members. 
The terms of reference of the committee arc t 

(/) to assess the need for forward trading 
in securities in the context of the conditions 
that have emerged under the planned econo¬ 
mic dcvelopmem of the country; to suggest, 
if resumption of forward trading in securities 
is to be permitted, such safeguards as would 
ensure that its undesirable features are obviated; 
and (if/) to make any other recommendations 
with a view to realising the objectives of the 
.^curities Contracts (Regulation) Act, 1956 
(42 of 1956). The Committee will submit its 
report to the central government expeditious¬ 
ly and in any case in not more than two months. 

IMPORT OF TR ACTORS 

An agreement was signed recently between 
the State Trading (Corporation of India and 
Messrs VO Tractoro-pAport, Moscow, for 
the import of 1,.500 Soviet tractors valued at 
about Rs 2 crores. The shipmimt is expected 
to commence by the middle of this year and will 
be complete by the end of the year. The trac¬ 
tors will be distributed through the Agro- 
Industries Corporation in tlie various states. 

JUMBOS FORAIR-INDIA 

Delivery of the first two Boeing 747 jets to 
Air-India is expected in March and April 1971. 
The third Jumbo is expected in March 1972. 
In Washington recently, the Export-Import 
Bank of the United SUtes sign^ a loan agree¬ 
ment with Air-lndia for ^ 18 million to finance 
the purchase of a Boeing 747 jet airliner. This 
is the third such loan to Air-India to finance 
Boeing 747 jets. Exim-bank Chairman Mr 
Henry Kearns, signed the loan document on be¬ 
half of the Bank, while Air-India chairman, Mr 
J.R.D. Tala signed for the airline. Mr S. Ja- 
ganathan signed on behalf of the Indian govern¬ 
ment, the guarantor of the loan. The contract 
price for the transaction is about $ 33 million. 
In addition to the Exim-Bank a group of US 
commercial banks will lend S 3 million. The 
Blueing (Company will lend $ 2 million. Anotlter 
foreign bank will participate to the extent of S 
10 million. An Exim-Bank loan of I 25 mi¬ 
llion was authorised in 1968 to help finance the 
purchase of the first two Boeing 747 Jets sche¬ 
duled for delivery to Air-India early next year. 

SUGAR AND CANE PRICES 

The need for establishing a just and fair 
link between the price for sugarcane and the 
price realised by the sugar factories frtrni the 
sale of their free sale sugar quota was stressed 
by Mr K. P* Mathrani, Secretary, Department 
of Food, and Chairman of the Development 
Council for Sugar Industry, at its meeting held 
recently. He pointed out that the success of 
the policy of partial de-control had been de¬ 
monstrated by the facts that sugar production, 
which wag only 2-2 million tbrtnes in 1967-68, 
reached 3 ^56million tonnes in 1968-69 and was 
expected to exceed four million tonnes in the 
cortent mr and the area under sugarcane in¬ 
creased 20 per dent in 1968-69 and was ex¬ 
pected to increase by 14 per cent more in tlie 
eunpnt as compared tq Igst year. Wllile 
the hm^Vemeat in the production of cane and, 
args mainly due to the attrac¬ 
tive priees recdvtd by the growers diuring the 
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last two years; during the current season, sugar 
fketories had not started paying thb grower 
more reasonable prices. Mr MathPani poin¬ 
ted out tliat lower price for cane might result 
in reversing the upward trend in the production 
of cane as well as sugar. It was urgently ne¬ 
cessary for sugar factories to establhlt a loo^ 
term basis for supply of cane and for the parti¬ 
cipation of tlte growers in the fortunes the 
industiy. Unless this was done, he added, the 
country would find it difficult to get out of the 
cyclical movement in the production cjf sugar. 
White scarcity had to be avoided, surplus was 
also creating problems. Our prices had (alien 
and the price of cane for the manufacture of gur 
had also fallen. More and more sugarcane will 
tlterefore have to be diverted to sugar factories. 
Government had anticipated this situation and 
had granted a rebate of Rs 8 per quintal on 
sugar produced in c.xces.s of J0.5 per cervt of the 
production during the 1968-69 season. The 
Government of Uttar Pradesh has also granted 
a rebate of 25 paise per quintal in the purchase 
tax on all cane crushed in excess of 105 per cent 
of the last year's total cane crushed. Mr Ma¬ 
thrani expressed the hope that these incentives 
would enable the factories to crush all the avail¬ 
able cane. He also called for the speedy fina¬ 
lisation of the arrangements for exporting our 
total export entitlement for this year which is 
about 3,20,000 tonnes. The main effort in 
this direction had to be taken by the industry, 
though the government would give it all the 
required assistance. 

VANASPATI PRICES 

Prices of vanaspati liave been increased by 20 
paise per kg. in all xones having regard to the 
prevailing prices of groundnut oil during the 
last six weeks. The revised prices, which take 
effect from February 8, 1970, have been noti- 
by the government under the Vegetable 
Oil Products Control Order, 1947, separate 
prices being fixed for .sale by producers, whole¬ 
salers and retailers. It is proposed to maintain 
these prices till March 1970. The maximum 
retail prices of vanaspati in the different pack 
sizes, and when sold loose, exclusive of sates 
tax and other local taxes, will be as under 


Loose 


Zone 

t6 5 kg. 
(Rs) 

4-Dkg. 
(Rs) 

2 0 kg. 

(Rs) 

per kg. 
(Rs) 

North 

83*45 

21 94 

11 -43 

5 06 

South 

83 20 

21 -88 

l)-40 

5*04 

East 

83*84 

22 04 

11-47 

5*08 

West 

83 91 

22 05 

11-48 

5 09 


reduction in crude prices 

The Chief Representative of Esso, Mr A.G. 
Neff, has intimated to Dr Triguna Son, Minister 
for Petroleum, Chemicals, Mines Sc Metals, a 
rcrduction of 6 cents .per barrel in the price of 
crude imported by Esso Refinery from Feb¬ 
ruary 1, 1970, without any conditions. The 
new price is $ 1 *29 per barrel. The six cents 
reduction is in line with the six cents reduction 
offerod by Burmah-Shdl Refinery from Feb¬ 
ruary 1,1970. Although the prices are quoted 
on the basis of per barrel, release of foreign 
exchange by the government to oil companies 
are in terms of metric tom. Die price of one 
tonne of crude imported by Esso would now be 
Rs 70 -71 as against the price of Rs 71 *41 for 
the crude imported by the Burmah-Shell Re¬ 
finery. 

CRUDE OIL IN 1969 

According to the figures now available, 17 51 
million tonnes of crude oil was refined in this 
country during 1969* 

Of this 9 53 million tonnes; i.c., 54-4 per 
cent, was refined in the public sector and the 
remaining, 7 *98 million tonnes in the private 
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Mk:ior. ReBneries in ihe public &tor rcBned 
for tiK Bnt lime mom crude than iho«c in the 
private sector. IM year, of the total 16 13 
miDion tonnes of crude procesi^d. the rwWic 
Acetor rcfmcrics had rcBnSwl only 7'74‘fniflion 
tonnes. Of the additional 1 3ft million tonnes 
of crude processed during 1^9, Barauni (Rihar) 
and Koyali (Gujarat) refineries between them¬ 
selves ttdined I 05 million tonnes. Except the 
refineries at Barauni, iCoyali and Madras, the 
rest processed smaller quantities of oil during 
1969 as compared to 1968. The reduction jn 
the refineries at Oigboi, Oauhati and Cochin 
was, however, only of a marginal nature. Thus, 
Uie total increase during 1969 was contributed 
by Barauni. Koyali and Madras refineries. 
Even if no cuts had been made during the last 
seven months of 1969 in the foreign exchange 
allocation to the three private sector coastal 
refineries, i.c. Burmah-Shcll, Esso and C’altex, 
the public sccioi refineries would have .still 
retained the lead. Of the crude oil processed 
during 1969. the percentage of indigenous crude 
was 38 as coinpaivd to 35 Iasi year. Quanti- 
tywise. 1 02 million tonnes of mdiKcnous crude 
was addiiionaltv processed during 1969, and the 
additional crude oil imports during the same 
period were 0 36 million tonnes. 

STAPLE FIBRE AND PI I P 

Consequent on the removal of items viscose 
filament yarn and viscose staple fibre including 
poivTu»sic fibre from ihe rejection list, only 
integrated proposals Involving the production 
of both staple fibre and pulp arc proposed to be 
considered by the union government on the 
condition that produciion of pulp would be 
organised within two years of the staple fibre 
capacity going into operation. 

TRADE Wn H MALA^ SIA 

Indian and Malaysian ofilciaU recently exa- 
mintcd in detail measures for trade expansion 
and increased co-operation in (he economic and 
technical fields. Tlicy have also made consi* 
derabtc progress in drafting a trade agreement 
on which further discussions will be held at a 
later stage. Tlic two delegations agreed to 
co-opcraie in evolving plans for greater regional 
trade. They recognised the need for the coun¬ 
tries in the region to direct their efforts to stieedy 
economic development. Meanwhile, a separate 
meeting was held cm future operations in Mala¬ 
ysia of Indian banks which were nationalised 
recently. Undc'r Malaysian law, foreign go¬ 
vernment-owned banks cannot function here, 
but Indian banks were given time to evolve 
suitable arranj^cments, so that they could carry 
on their business in Malaysia. 

BOILERS FOR MALAYSIA 

High Pressure Boiler Plant of Bharat Heavy 
Electricals Ltd at Tiruchi has won a contract in 
Malaysia IV^r manufacture and erection of two 
6fl boilers for installation at Tunkii Ju'afar 
Power Station at Pori Dixon. The total value 
of the coniraci exceeds Ks 2 25 crorcs The 
first 60 MW boiler is to be commissioned by 
November 1971. A team of BHEX engineers 
were in London in November 1969 to convince 
British Consulting Engineers for the project 
about the technical suitability of the boiler 
equipment offered by them. The DHEL 
will depute their cxvwrts to erect and commi¬ 
ssion the boilers at Port Dixon m Malaysia. 
Apart from this being one of the largest export 
orders for (jower equipment from this country, 
this is the lirsi order secured for the export of 
power station boilers. 

CASHEW IMPORTS FROM TANZANIA 

The threc-momh old stalemate m cashew im¬ 
ports from Tanzania which rendered most of 
Kerala's casltew processing factories idle has 
ended. The dispute between Indian importers 
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and exporters of rawcashewnut from that ooun* 
try has just been settled through negotiatiom 
between Tan/enia's National Agricultural Pro¬ 
duction Beard and a delegation of Indian im¬ 
porters. Under tenns Of the agreement Tan¬ 
zanian exporters will give compensation for ail 
in quality beyond 13 per cent. In view of this 
agreenicnt it is expected that a regular flow of 
cashcwniits from Tanzania will start from now, 
lanaania is India’s largest supplier of African 
raw nuts. 

WEATHER FORECASTING EQUIPMENT 

This country will receive from the Netherlands 
and the Uniici States essential telecommunica¬ 
tion equipment, including a computer, for 
collecting and transmitting weather forecasting 
data at a high speed from the Regional Meteo* 
roiodcal Centre to be set up at Delhi under the 
World Weather Watch programme of the 
World Meteorological Organisation. The Ne¬ 
therlands will give a computer worth Rs 90 
lakhs to India. It will be in position by the end 
of 1972. The USA will supply equipment for 
transmission of fascimilc charts worth Rs 7 
lakhs by the end of I97L All equipment from 
the two countries w ill be received by India under 
the voluntary assistance programme of the 
World Meteorological Organisation, as part 
of the implementation of the World Weather 
Watch programme. The equipment to be 
received under the programme will help to or¬ 
ganise high-speed analysis of (he vast amount 
of data that w ill pour through the regional lele- 
communication hub by fast telecommunication 
channels and to prepare prognostic charts for 
the U.SC of forecasting offices in India and ab¬ 
road. The Indian Meteorological Department 
entered into an arrangement for a compulor to 
be installed for high-speed processing of wcatlicr 
forecasting data. 

BARCEI^ONA FAIR 

The union government has decided to parti¬ 
cipate in the Barcelona International Samples 
Fair to be held at Barcelona (Spain) from June 
1 to 15,1970. India last participated in (his 
Fair In 1967. 

Export from this country to Spain have in¬ 
creased by more than 50 per cent in the first 
quarter of 1969. With a view to maintaining and 
stimulating this upward trend, this fair is exjwrt- 
cd to afford an ideal opportunity to publicise 
growing industrial potential and capacity to 
increase from this country exports to Spain. 
As the fair aitiacts large number of business¬ 
men and trade organisations from the adjoining 
regions, this country will'also have opportunity 
to popularise her products in the Mediterra¬ 
nean countries of southern Europe and north 
Africa. Indian manufacturers and exporters 
intending to participate in this fair have been 
advised to forward their list of exhibits to the 
Director of Exhibition in the Ministry of 
Foreign Trade, through the concerned Export 
Promotion Council or Commodity Board 
before February 25, 1970. 

PUBLIC SECTOR HOTELS 

The two public sector hotels, Ashoka Hotels 
Ltd. and Janpath Hotels Ltd managing four 
hotels in Delhi Ashoka, Janpath, Ranjit and 
Lodhi will be amalgamated with the India 
Tourism Development Corporation from March 
28, according to a notification issued by the 
Company Law Board under the Companies 
Act. The amalgamafton, when effective, will 
bring in a unified management of public sector 
hotels and give them the benefit of large-scale 
management. Common management will help 
pool the resourees of the, ibiir public sector 
hotels^ 

BANK LOANS VtMR AGRICULTURE 

A stqch' of the thade avatlable by 
Bank of Baroda shows that the accounts of 


adv'gnces to the road lopeialo^ 

up by more thga nitie, limes thati in the 
vtous six months ending 4une. (969* A kihuiar^ 
rise was noted in accounts of advances to 
scale industries, the number of accounts inciea- 
sing from 2*793 at the end of June to 4*377 At 
the end of December 1969. Advances to far¬ 
mers in the agricultural sector rose from. 7,804 
accounts till the end of June to 19*704 in De¬ 
cember 1969, 

AERIAL SPRAY OF UREA 

It has been estimated that an additional profit 
of Rs 114 52 per hectare of unirrigated paddy 
can be earned by aerial spray of urea solution.. 
This was demonstrated by trials recently con¬ 
ducted over 4,800 hectares in the Bilawur and 
Raipur districts of Madhya Pradesh. The Igck 
of adequate moisture in the crucial stages of 
growth of paddy in rain-fed areas makes the 
top dressing of urea unprofitable. This diffi¬ 
culty is overcome by spraying appropriately 
strong solution of area on paddy leaves. But 
the preci.se economics of foliar application re¬ 
mained to be worked oui and that is why tire 
trials were undertaken. 

FERTILISER PROMOTION COUNCIL 

A Fertiliser Promotion Council will begin 
functioning jn April to boost the consumption 
of plant nutrients which has during the current 
financial year, shown tendencies to stagnate if 
not has actually fallen. The councifs promo¬ 
tional work will reinforce the Rs 2-crore Na¬ 
tional Demonstration Programme covering 
100 districts spread thrcug’iout the country. 
The programme, which the Indian Council of 
Agricultural Research implements is an ad¬ 
vance on extension work in that a scientist 
conducts the demonstration. The iOO districts 
are representative of all types of cultivation 
done in the country. These are from both 
irrigated and unirrigated areas The council is 
expected to be an autonomous and joint venture 
of the government's representatives of feriiliser 
manufacturers, of the pesticides industry and 
of the seeds industry. A governing board, 
which will be coastituted under the council, 
will have similar representation except that 
of the seeds industry. The council will have a 
budget of Rs 7 crorcs for four years, beginning 
from 1970-71. A group of specialists will man. 
its headquarters while the 1(X) districts will be 
divided and put under the charge of eight or 
10 regional offices At the regional level, the 
accent will be on training on the use of ferti¬ 
lisers. 

CONTAINER SERVICES 

The door to door container service, first in¬ 
troduced by the railways four years ago* is to 
be further expanded. The quantum of trafl^ 
has increased from a monthly loading of 130' 
containers in 1966 to 2200 containers. It h 
proposed to double this traffic by the beginning 
of 1971-72, mainly by consolidating traffic on 
tile routes already covered. The container 
service is expected to be introduced bet^n 
Calcutta and Madras by the end of March 
and between Calcutta and Bombay a 
little later. The service has already been 
introduced between Bombay and Ahmedabad; 
Bombay and New Delhi; Mfidnss and Banga¬ 
lore; Howrah and Now Delhi; Bom^ and 
Madras: Bombay and Secunderabad apd Bom¬ 
bay and Bangalore.. Some of'the commodities 
which are moving in containers |tre; dairy pro¬ 
ducts* soap* lubricating oils, tea, coffbe* ciga- 
rettes* beer A whisky* biscuits* radios* cotton 
piece goods, nylon yarn, diy batteries* paims. 
rubber tyres, electric tubes and bulbs god 
shoes* Under the service, the TailwdyaMR 
commodities from the ottmises mips 
in coittaiAers which am IbiM add Mm ; 
by Gonslgpe*:^ SisMl\donp^ '' 
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inadtaoiCRUy tratlsfemd to specially designed 
taU wagofis* The wagCMfb loaded with ootitai* 
aen are naiiled by fast expiess goods ttaim. 
A| the destination, the containers are again 
tramlbiied medianical^ from mdal wagons 
to necial road units and delivered to consignees 
at their godowos* The containers in use on 
the railways are of 4^ 5-tonne paydoad and 5- 
tonne pay-load. 

u. s.BtJDasrr 

Presidem Nixon has proposed large cuts in 
the US defence spending and a reduced space 
budget in the next financial year beginning July 
1. Defence takes the brunt of cut-ba<^s in 
the federal budget of 1200,771 million proposed 
by the President. The rtesideni will propose 
slashing of defbnee spending by 15,849 million. 
The defence estimates total $ 73,583 million 
or about one-third of all government expendi¬ 
ture. In 1968, the US government spent over 
half its income on defence. The proposals 
are contained in the President's annual eco¬ 
nomic report which was released recently by the 
White House. The space programme will 
operate on its lowest budiget since 1963, with 
an allocation of 8 3,400 million, a cut of about 
$ 450 million compared with the current finan¬ 
cial year 

PUBLIC RELATIONS CONFERlENCE 

ilie Second All-India Public Relations Con¬ 
ference will be held at Madras on February 16 
to 18, 1970 under the auspices of the Public 
Relations Society of India. Leading indus¬ 
trialists and professional managers from the 
public and private sectors, ministers and senior 
government oflici&ls. eminent personalities from 
educational, social and cultural fields—from 
abroad as well—are likely to participate in the 
conference. Over 250 delegates are expected 
to participate in the conference. Tlie theme 
of the Coaference is The Rofe of PiMc Relations 
in Modern Management,'^ 

MINERAL AWARDS 

The Ministry of Petroleum & Chemi¬ 
cals and Mines & Metals has decided to grant 
six national mineral awards in cash compris¬ 
ing one of Rs 5,000 and five of Rs 3,000 each 
for outstoding contribution in the mineral 
sciences including geological and allied disci¬ 
plines, g^physical prospecting, exploration, 
baneficiation, mineral chmistry, mineral phy¬ 
sics, mineral economics, mining, research, edu¬ 
cation. etc. The awards would be made at a 
function to be held under the joint auspices of 
the Mining, Geological and Metallurgical Ins¬ 
titute of India and Geological. Mining and 
Metallurgical Society of India. Nomltiaiions 
for the awards have to be sponsored by the 
viricMJS oiganisations, institutions or scientific 
bodies concerned and must be based upon out¬ 
standing work of the individuals conoemod dur¬ 
ing the last three years. 


HYOROGENICYANIDE MANUFACTURE 

The union government has invited applica¬ 
tions for e detailed composite scheme for the 
mapufactm of hydrogen cyanide with surplus 
available for sale to ouer parties for the manu- 
faetuie of cyanide salts and other cyanide bas¬ 
ed chemicals; methyl methacrylate (about 5,000 
tons); polymethyl methaciylate to the extent 
of 50 per Pont of the production of the mono¬ 
mer, and conversion^ the resin into rods and 
moulding powder. The units in this composite 
scheme shoidd be located adjacent to pjants 
snanuthctiiring amnkmia and havipg.ad^uate 
oointities of aimnonia available for the manur 
faetuie of the above products. Prc^soiiilis 
diouid be eomptete ana simuhl give details 
about xaphal imtestment. estimaled mgabty 
ttonts of fimjgncuttenc^ and how it is propose 
ed to raise rupee and fmmgtt exchange sesoor- 


es; terms and conditions of obtaining techntca 7 
know-how^ documentary evidence that ammo¬ 
nia Is available from ammonia plants in the 
quantity required and at a reasonable price: 
and. possibility of export of products manofac- 
tum. 

Proposals complete with all information 
should reach the government by February 28, 
1970 and should be accompanied by an appro¬ 
priate application in the prescribed form for 
the grant of an industrial licence. 

MR $. MOOLGAOKAR 

Mr S. Moolgaokar, Vice Chairman of Tata 
Industries was elected as an Honorary 
Life Member of the Institution of Eiigineers 


(India). The award, read out at tike annual ses- 
sston of the Institution in Calcutta when Mrs 
Gandhi was the Chief Guest, cited Mr. Moot- 
gaokar's *'high eminence in engineering.*' 
This award is the highest honour that a national 
body ean give to an engineer. The charter of 
the Institution, which celebrates its golden Ju¬ 
bilee this year, rules that the number of hono¬ 
rary life members should at no time exceed 15. 
They include Dr K.L. Rao, union Minister for 
Irrigation and Power, Dr Triguna Sen, unjon 
Minister for Petroleum and Chemicals, Sir 
Jehangir Ghandy, a Director of Tata Sons, 
Dr A. N. Rhosla and Dr M.S. Thacker. Sir 
M. Visvesvaraya was the first to bo so honour¬ 
ed. Dr Homi J. Bhabha was another eminent 
member of this select body. 
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Company Affairs 


\ AZIR SIJI.TAN TOBACCO 

Mr a. M. Lai., Chairman* the Va/ir Sultan 
Tobacco Co, Ltd, dwelt at length on the history 
of the company while speaking at the annual 
general meeting held recently. He indicated 
that from a family firm in the twenties produc¬ 
ing ‘Charminar’ cigarcttc^i, it was registered as a 
public limited company in 1930 following popu¬ 
lar appeal of (his brand. Soon the distribution 
of ‘Charmimir’ was reorganised so that it be¬ 
came a natioruil brand smoked by all scclions 
of society 'ihroughoiit the country. To meet 
this demand Va^ir Sultan became the single 
largest cigarette manufacturing unit in south¬ 
east Asia. Mr l.4il added that the participation 
of workers in improving production m the 
company has been a significant development. 
The company evolved a comprehensive bonus 
plan which has been modified over the years. 
The scheme incorporates a productivity pay¬ 
ments index for diticrent levels of production 
so that tile workers arc given advances each 
month against the production index and final 
calculations arc made at the time of paying 
annual bonus. Mr l.al pointed out that this 
year the bonus amounted to over five months 
basic wages and it has been paid not only to 
machine operators but also to all employees in 
the plant and office. The scheme also provides 
a scn.se of digniiy and iun olvcnicnt in the affairs 
of the company. Mr Lai stated that the com¬ 
pany has made specific efforts in the held of 
import substitution by starting a number of 
workshops in Hyderabad and outside from 
where the factory receives spare parts, compo¬ 
nents for balancing equipment and some of the 
printing and packaging requirements. The 
technical know-how and other assistance lias 
helped these small manufacturers to branch out 
into other lines. 

The chairman indicated that during the year 
sales of the company increased to Rs 32 *78 
crores and profit after tax was around Rs 82 
lakhs* He added however tliat cost of ma¬ 
terials and overheads has gradually increased 
but the prices of cigarettes cannot be increased 
because of consumers resistance- In order to 
ensure sufficient funds for replacement of assets 
and purcliase of raw materials the company 
has transferred Rs 8 -56 lakhs to hxed asset 
and .stock replacement reserve. A final divi¬ 
dend of Rs 1 ‘25 per ordinary .sliare bringing 
the total dividend for the year to Rs 2*25 per 
ordinary share has been announced which has 
been considered quite satisfactory. 

a-Nn»RY 

The CVnlury Spinning and Manufacturing 
Co. Ltd is reported to have fared well in 1969. 
Sal^ have gone up by about 6 to 7 (icr cent 
during the year. The company is at present busy 
finalising its cement project ih Madhya Pradesh 
and expects to place orders for machinery 
and equipment shortly. I'lie directors' pro¬ 
posal to issue bonus sharc.s in the proportion of 
1:1 by capitalising a sum of Rs 3 54 crores from 
‘ the ^neml reserve was approved by share- 
holdprs at the extra-ordinary general meeting 
of the company held recently. The company 
is at present run by the board of directors. 

MADRAS OXYGEN 

Madras Oxygen & Acetylene Co. Ltd will 
enter the capital market shortly with a public 
issue of Rs 10 lakhs in 10,000 equity shares of 


Rs KX) each at par. The proceeds of the issue 
will be utilised to set up an oxygen plant near 
C'oimbatorc- fhe company’s authorised capi¬ 
tal is Rs 35 lakhs. It i.s making a capital issue 
of Rs 14 14 lakhs. Of this, snares worth Rs 
I ;64 lakhs are reserved for directors and their 
friends. The Tamil Nadu Industrial Invest¬ 
ment Corporation has agreed to subscribe for 
shares of the value of Rs 2 *50 lakhs. The 
balance of Rs tO lakhs will be offeri^ for the 
public subscription. The entire public issue 
is underwritten. I’hc company’s project is 
estimated to cost Rs 41 lakhs and will be 
financed by the issued capital, loan and deferred 
payment arrangement.s. The plant i.s expected 
to go on stream in the second half of 1970. 
The plant's capacity will be 1 08 million cubic 
metres of oxygen and 216,000 cubic metres of 
dissolved acetylene per annum. Oxygen and 
acetylene arc in good demand in south India, 
rhe ilirectors, therefore, expect that the com¬ 
pany will have no problems about marketing its 
products. The main raw material required 
will 1^ calcium carbide, which is easily avail¬ 
able in south India. 


,LK. SYNTHETICS 

The directors of J.K. Synthetics Ltd have 
applied for an expansion of its nylon plant up 
to 3,500 tonnes per annum, which will entail 
foreign exchange expenditure of Rs 65 lakhs 
for imported equipment. The matter is under 
the govcmmeni’.s consideration and the com¬ 
pany expects to get a favourable consideration 
soon. The company feels that the expansion 
is necessary to achieve an economic level. 
The re^rch conducted by the company for 
producing acrylic fibre has yielded fruitful 
results, which will be of help in setting up the 
major plant for manufacturing 4,000 tonnes of 
acrylic fibre per annum. Due to a series of 
strikes in Italy the shipment of plant and 
equipment for the nylon staple fibre project 
has been delayed. The plant is expected to go 
on steam by the end of 1970 and reach opti¬ 
mum production by inid-197L The deliveries 
of plant and equipment for the nylon tyre cord 
projec't has also been delayed. Deliveries are 
expected to be completed by December, 1970 
and plant commissioned by Aprd J97L The 
rated capacity t$ expected to be reached by the 
end of June, 1971. Meanwhile, the company 
has started production of nylon tyre cord and 
has acquired about 400 acres of land in 
Rajasthan for its proposed cement project. 
T'he company’s earlier proposal to issue 40,000 
(9 -5 per cent) cumulative redeemable ‘B’ pre¬ 
ference shares of Rs 100 each at par was not 
carried out. Commensurate with the financial 
requirements of the company, it is now proposed 
to issue preference shares of Rs one crorc in 
the near future. The consent of the Controller 
of Capital Issues for its bonus issue in the 
ratio of one for two announced In September 
1969 has been received. The company’s work¬ 
ing during the year has resulted ih a higher net 
profit of Rs 159*51 lakhs, after providing 
Rs 138 *39 lakhs for Uepcectation and 
Rs 105 '06 lakhs for deveiopment rebate reser¬ 
ve. Sales have risen to Rs 20-13 crores 
from Rs 11*67 crores. 

RRECISION B£AR]N<^ "" 

The directors of RmchUN Bearings of India 
Ltd have revealed that during the year ended 
Aunist, 31,1969, the company's sales went up 
to Rs 1 *37 crores against Rs 96 lakhs during 


the previous year. The gross has 
up from Rs 11*76 lak£i to Rs 22*29 Itridis* 
After providing Rs 10 49 lakhs for dmeciaiiQift 
the net profit is Rs 11 *80 laldiis. The endug 
profit is adjusted against accumulated lots sdikh 
now stands reduced to Rs 28-93 iakhs. 
After the close of the year the compgny’s pro¬ 
duction, sales and profitabiiity are stated to 
have improved farther and the directors ate 
confident of achieving further growth in the 
coming years. The company has a scheme for 
expansion of its range of manufacturing activity 
into sophisticated tarings which niyght imr 
prove its profitability further. The first ph^ 
of this expansion is to be completed within 
two years from the receipt of the letter of in-* 
tent. This scheme will involve a capital ex¬ 
penditure of Rs 75 lakhs. On completion it 
would almost double the production capacity. 
TJic expansion cost is to be met from internal 
resources and borrowings. 

PANYAM CEMENTS 

Panyam Cements and Mineral Industries 
Ltd has reported encouraging tesulls for the 
year ended August 1969. Production of clin¬ 
ker has risen to 288,000 tonnes from 174,000 
tonnes and of cement to 295,000 tonnes from 
167.000 tonnes. Cement despatclics totalled 
289,000 tonnes against 168,000 tonnes in the 
previous year. Sales have gone up to Rs 3 -57 
crores from Rs 1 93 crores. The company 
has made a net profit of Rs 49 -49 lakhs after 
meeting all working expenses and after provid¬ 
ing Rs 44*82 for depreciation. With adjust¬ 
ments, there remains a sum of Rs 56 65 lakhs 
out of which Rs 28 lakhs has been provided 
for reserve for development rebate. Rs 6*43 
lakhs for expansion reserve and Rs 2 50 J^hs 
for general reserve. The directors have recom¬ 
mended an equity dividend of 12 per cent ab¬ 
sorbing Rs 14‘97 lakhs. The third mill and 
packing plant were put into operation by 
November 1968 and January 1969. The pri¬ 
mary crusher has been ordered and is expected 
to he received shortly. 

SYNDICATE BANK 


Deposits of Syndicate Bank during 1969 have 
risen to Rs 144*32 crores from Rs 112 *19 cro¬ 
res in 1968 and advances to Rs 105*15 crores 
from Rs 70 61 crores. The number of deposit 
accounts has risen to 14*40 lakhs from 11 -80 
lakhs and the number of borrowing accounts 
to 2 *98 lakhs from 2 *23 lakhs. In the second 
half of 1969, the bank’s advances to agriculture 
have risen from Rs 9 *04 crores to Rs 12 *55 
crores, to small-scale industries from Rs 10*97 
crores lo Rs 13*91 crores, to transport 
operators from Rs 2*27 crores to Rs 4*42 
crores, to retail trade from Rs 6'll 
crores to R$ 7*15 crores, while the 
assistance to students has risen from Rs 
26*49 lakhs to Rs 53 *33 lakhs. As at the end 
of 1969, out of the total advances of Rs 105 *15 
crores, advances to priority sectors amounted 
to Rs 37 *30 crores. The bank opened during 
1969. 101 branches bringing the total to 335. 

STATE BANK OF HYDERABAD 


The Stale Bank of Hyderabad has made a 
net profit of Rs 24 *30 lakhs for the year ending 
1969 as against Rs 20 *10 lakhs for the nre- 
viousyear. The directors have proposed to 
maimain equity dividend at 6 per cent. After 
bringing in a sum of Rs 0 05 laklis, the amount 
availabii^or disirlbutidn amounts to Rs 24*35 
lakhs. The directors havq provided Rs 11 *00 
lakhs for payment of bonus to staff and have 
transferred Rs 4 *87 lakhs to the reserve fund 
and Rs 0 -40 lakhs to staff welfare fund., the 
trattsfoif to pension fUnd amounts to Rs 5 *00 
lakhs. The bank's deposits mereased to Rs 
58 -49 crores at & ^d of 190 Jfipom Rs 54 *03 
cTc^ at the enid of the prevtouayear, .reemdintg 
a rise of Rs 4 46 crores, Its advgt^ rose tq 
Rs 52*36 erdres at the end cf 1969 from lU 
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38*07croitsalt]ieaidofthepcevioii»year re- 
dttcrifttaiiaeof 37*54peroenL Tbebtiik*s 
finificial asiistance to i»riority sectors such as 
smtll^le industries, aetncuHurs and exports 
recorded a lenurkabie increase. Advances to 
small-scale Indiutries incceased by 103 per cent; 
advances to agrieultuie by S47 percent and 
those for exports by 421.57 per cent. The 
bank also introduoM several new schemes 
to meet the different types of credit needs 
of small businessman and self-employed pro¬ 
fessions. The total amount advance under 
this scheme is to the extent of Rs 57 • 34 lakhs. 


IMPERIAL TOBACCO 

Four brands of cigarettes manufactured by 
the Imperial Tobacco Co of India Ltd, have 
teoeived awards for excellence at the Monde 
Selection (world selection) Brussels (Belgium) 
for Tobacco and Tobacco-made Products 1969. 
The awards, wdiich are made at the world selec¬ 
tion every three years for overall excellence of 
the products were presented at a ceremony in 
Brussels on January 30. 

LICENCES AND I.ETTERS OF INTENT 

The following licences and letters of intent 
were issued under the Industries (Development 
and Regulation) Act, 1951, during the four 
weeks ended October 25,19^. The list conta¬ 
ins the names and addresses of the licensees, 
articles of manufacture, types of licences— 
New Undertaking (NU>; New Article (NA); 
Substantial Expansion (SH); Carry on Busi¬ 
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ness (COB) Shifttitg—and atmual installed 
capacity. 

Licences Issued 

MetalharsEkal Imhntries (Fsrroni) 

M/s Hindustan Easterns pvt. Ltd, t/14, 
Jhandewalan Extension. New Delhi-55 : &«if- 
ting from Faridabad (Haryana) to Nagpur 
(Maharashtra). 

Fads 

M/s Hast Searsolc Colliery, 26-A, Fern Road, 
Calcutta-19. (West Bengal)— Coal 17.(X)0 
tonnes p.a. (NU) M/s Indian Oil Corpn. Ltd, 
(Marketing Division), 254/C, Dr Amite Besant 
Road. Prabhadevi, Bombay-25 DD. Tondar- 
pet-Tamil Nadu, Automotive & Industrial 
grades of lubricating oils—170,000 tonnes p.a. 
(NU) 

Electrical Equipment 

M/s Eswaran & Sons, Engineers (P) l4d.. 
5-7, Second Line Beach P. B. No. 1912, Madras- 
!. (Tamil Nadu). Cap. p.a. Oil Cixxniit Brea¬ 
kers—644 nos., fuse switches - -609 nos., isola¬ 
tors*— 58 nos., electrical stampings etc.— .^00 
tonnes. (C.O.B.). 

Machine Tools 

M/s Forbes Forbes Campbell & Co., Ltd, 
Forbes Bldg., Home Street, Fort, Bombay-1 
(Maharashtra) high speed air tools (1200 nos.) 
(NA) 

FertillBeis 

M/s J.K. Chemicals Lid, J.K. Building, 
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DoiwiJ Road, Ballard Estate, Bombay^L 
(MaharaAhtra) superphosphate etc*, (shifting 
front Wadala to Panenapokdi (Thm). 

Ctanicals (Other than Fertilisers) 

M/s Ahmcdabad Mfg. Jk Calico Frinttng 
Co. Ltd, (Calico Cliemicals Sc Plastics Divist- 
cm) Anik Chamber, Bombay-7, nitrogen gas 
360,000 cubic metres per annum (SE) 

Dye-doCB 

M/s ArJabs Limited, 6-2nd Floor, India 
House. Fort Street, Opp. O.P.O., Bombay-1. 
Dispem Dyes (Axo type) 40 tonnes p.a. Dis¬ 
perse Dyes (amhiuquinone ly|ic) "-80 tonnes 
p.a (NA) 

Drugs Sc Pharmaceuticals 

Pfizer Ltd, ICJCl Buildg.. 163, Backbay 
Reclamation, Bombay-1. Isonicotinic acid, 
hydraxidc- -60 Ionnes. (S£) 

TEXTILF^ (Including those dycd» Printed or 
otherwise proeemed). J 

M/s Sabarkanth Jilla, Ru-Utpadakari Coop. 
Spinning Mills Ltd., Himatnagar (Ouiarat). 
cotton yarn spindles. 12.500 spindles >p.a 
(SE). 

Sugar 

M/s Charofar Sabakari Khand Udyog Ltd., 
Pctlad, Distt: Kaira, Gujarat State. (ICaira- 
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GtUArat). Sugar--critthing capacity of 1250 
tonnes pa' of Sugarcane). (N^^U). 

iRobber Goo<h 

M/s Inclick Tyres Ltd.; Kcslie House, 19, 
Jawaharlal Nehru Rd; Calcutta. (Kankinarra* 
West il^ngaO Automobile tyres' & tubes'- 
3,00.000 nos. per annum (S F). 

I..eatlifr Goods & Pickers 

The Associated Tanners, 47, Durrcls Bunglow, 
Vmanagram-3 (Andhra Pradesh) finished 
leather-171,000 pcs., p.a. (COB). 

Lottors of Intone 

Electrical EqoipDieiit 

M/s heavy EleciricaK (India) Ltd, Bhopal. 
Po^r capacitors*- -US.OOO RVAR P.A. (S E). 

M/s Eswaran & Sons Engineering (P) Ltd. 
5-7, Second Line Beach, P.B. No. 1912;, Mad¬ 
ras^!. LT Moulded gas circuit breakers up 
to 1.000 Amp. rating (5000 nos. p.a.)(N A) 
electrical stampings for both static & rotatory 
electrtcal machines—upio 2.000 tonnes p.a. 
(S E). 

lodostrial Machinery 

M/s Braithwaitc & Co. (India) l4d. Hide 
Road, Calcutia-43. (Hoogldy—West Bengal) 
roll farmers--250 nos. p.a. (NA). 

FarUlinrs 

M/s Madras State Industrial l>evelopment 
Corporation Ltd; J50-A, Mount Road, Third 
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Floor. Madias-2. (Tamil Nadu) fertiliser 
factory, (N U). 

Cheiidcala (Other than FertlUaeni) 

M/s New Central Jute Milk Co. Ltd., 
P.N.B. House, 5, Parliament Street, New 
Dfllhi-l. (U.P.) soda ash, ammonium chlo¬ 
ride—110,400 tonnes p.a. ammonia— 36,800 
tonnes, p.a. (S E) M/s The Maharashtra 
Co-op. Fertiliscsr St Chemicals Ltd; c/o 
The Maharashtra State Coop. Bank Ltd, 
Fort, Hombay-1. (Maharashtra) soda ash & 
ammonium chiorid^ 250 tonnes p.a. (N U). 

M/s Punjab State Ind. Dev. Corp. Ltd., 
UCO Bank Building, 3rd Floor, S^tor —17, 
P.B. No, 81, Chandigarh. (Puinjab), syn¬ 
thetic detergents--10,000 tonnes p.a. (N U). 
M/s Laxmi Industries, 10, Bruce Street, 2ad 
Floor, Fort, Bombay-L (Haryana), synthetic 
detergents— 36,00 tonnes p.a. (NU) M/s 
Cellulose Products of India Ltd, P.O. 
Kathwada Maize Products, Distt: Ahmcdabad. 
(Gtuarat). polyvinyl alcohol 5,00 tonnes p.a. 
(N A). M/s Ultramarine St Pigments Ltd, fiat 
dots Bhavan (5th Floor), 117, Queens Road, 
Bombay-L (Tamil Nadu) synthetic deter¬ 
gents—(10,000 tonnes p.a.). 

Dmgs & Plmrinaceatloals 

M/s Maize Products, P.O. Rathwada, Ali- 
medabad, (Gujarat), sorbitol - 2000 tonnes 
p,a.(NA). 

Textiles (Induding those Dyed, Printed or 
otherwise Processed) 

M/s Elsons Cotton Mills Pvl. Ltd, Punjab 
National Bank Building, Arya Samsg Road, 
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Karo}, Bagh, New Delhi-3, autdmotic Idoms 
for the numufactiire of cotton clotb-^^QQ. (S^ E)« 

Sognr 

M/s The Saraswati industrial Syndicate lid.; 
Vamunagar, Ambala. (Mysore) Sugar—1000 
tonnes crushing capacity. Shifting — from 
Haryana to Mysore. 

Food Processing Industries 

M/s Maize Products Ltd,, P.O. Kathwada 
Maize Products, Ahmedabad-2, (Onjarat). li¬ 
quid glucose—10,800 tonnes p.a. glucose dex¬ 
trose—6,600 tonnes p.a. (S £) M/s Poison 
Ltd, P.O. Box No. 367, Bombay G.P.O., 
Bombay-1. BR. (Maharashtra) high protein 
beverage— 36,00,000 cases (each of 24 x 6 
oz, bottles) p.a. (N U). 

Change In Names 


(lofomiatioii pertains to particular licences only) 

From M/s Hind Auto Industries Limited to 
M/s Automobile Products of India Ltd. 

Licences Revoked/Surrendcred 

(Information pertains to partlcelar licences only) 

M/s Continental Plant Machinery Co. Ltd., 
Calcutta, detonating fuse. M/$ K.T. Steel 
Industries Pvt. Ltd, Bombay mechanical 
hydiaiilic presses. M/s V.V. Dhanushkodi 
Nadar St Sons, Tuticorin. cotton seed oil. 
M/s Unichem Laboratories Ltd; S.V. 
Road, JogeshwarJ, Bombay-66. Sulpha metho- 
xy Peridazinc. 


KORES 

(INDIA) UNITED 

SteilfHf-Clfbmi fBbbeiit'^OttptteatTno Inha-Teltpitnter Rolls 







EASTERN ECONOMIST 


239 


Febrnaiy 13J970 

RECORDS AMD STATISTICS 


Balanced Industrial Developmet 


The Federation of Indian Chambers 
of Commerce and Industry organized 
a onenlay seminar to discuss measures 
for achieving “Prosperity through Ba¬ 
lanced Industrial Development** The 
seminar held in New Delhi on February 
5 was inaugurated by Mr Fakhniddin 
All Ahmed, union Minister for Industrial 
Development, Internal Trade aUd Com¬ 
pany Affairs. The Background Paper 
prepared for the occasion is reprinted 
below: 

Introduction 

Tho purpose of this Paper is to highlight some 
bask issues of industrial development and eco¬ 
nomic progress and, in particular, the spatial 
distribution of productive resources, employ¬ 
ment opportunities and income. A basic goal 
of economic development is naturally the lealt- 
sation of higher living standards for the people. 
In this endravour it is necessary to see that no 
region of the country lags behind others. For, 
contrasts in levels of prosperity, be it between 
one state and another or between areas of the 
same state, weaken the integrative lies of the 
country as a federal entity. 

The need for imparting the benefits of eco¬ 
nomic progress to less-developed regions and 
of securing development of backward areas 
find repeated emphasis in successive five 
year Plan documents. The Industrial Policy 
Resolution also spells out that **in order tiiat 
industrialisation may benefit the economy as a 
whole, it is important that disparities in the 
levels of development between different regions 
should be progressively reduced. 

Development of backward regions depends 
on the all-round increases in producrion and 
productivity in all maior sectors including ag¬ 
riculture and industry, transport, power and 
communications. It is easy,to find many exam¬ 
ples in India of regions where agricultural de¬ 
velopment has been the mainstay of progress. 
Industrial development is only one of the seve¬ 
ral pre-requisites, and not necessarily the only 
one, for achieving a rapid transformation of a 
backward region into a modem and advanced 
one. This Paper however focusses itself on the 
issues pertaining to indusirial development 
only.. 

Probtoms and Implications 

What are the problems and implications of 
balanced development — economic, social and 
others ? To what extent, the obiectives of re¬ 
gional dispersal of industry and balanced de¬ 
velopment have been already realised ? Wha^ 
type of strategy needs to be evolved to accele¬ 
rate the pace? What is the place of large, 
medium and smrll enterprises in promoting re¬ 
gional growth ? What are the roles of central 
and state governments towards development 
of backward regions ? These are some of the 
issues which axe raised and discussed. 

For historical, social, political and economic 
reasons, not all the regions of the country are 

K “y developed. Industries have, on the 
, converse around vantage oenttes for 
various reasons such as availability of markets, 
raw materials, labour, infrastructure facilities 
etc. Historical reasons played ^their own part. 

There are regional difforehces in terms of na¬ 
tural resourm, ajpcultural and mineml^based 
taw materials, differences iii degree Of conoen- 
tmtion of population and stdiled manpower. 


While the quality of manpower can be cha:»ged 
in one region either through ensuring greater 
labour mobility or pfovidmg better education 
and traiwng facilities, the distribution of natur¬ 
al resources cannot be altered. But many'other 
factors are mobile. For example, skilled labour 
can be moved and so also raw materials. The 
lack of power, transport and communication 
facilities can be made good. Even entrepre¬ 
neurship can be attracted. All these are policy 
factors which can make it increasingly possible 
to effept a more balanced distribution of indus¬ 
try. Even where natural resources are avail¬ 
able or other favourable conditions exist, these 
will remain in potentipl in the absence of entre- 
prenearial talent which alone can assemble and 
organise them. 

It is not that all areas in which industries are 
desired to be located are equally backward. 
For example, some areas are industrially back¬ 
ward, and yet the per capita incomes arc high on 
account of the more productive agriculture. 
Such areas provide frvourable conditions for 
industrialisation also. Agriculture gives a push 
to industrialisation as it generates surpluses 
for investment in industry. In many cases, as 
in parts of Tamil Nadu, Andhra, Maharashtra. 
Giuarat, Mysore, Punjab, etc. production of 
cash crops— sugarcane, raw cotton, oilseeds, 
fruits and veigstables, etc.— is efficient and the 
output is sufficiently large as to support many 
industries based upon them. Substantial rural 
incomes also mean larger purchasing power. 
It is estimated that the agricultural areas of 
Gujarat, Punjab, Haryana etc. have a large 
potential for absorbing industrial products. 

Backward Regions 

A) the other end of the scale are regions which 
lack many essential pre-requisites for industrial 
growth, wr. a minimum level of efficiency in 
some major sectors of the economy o/her than 
industry' /.e., agriculture, trading, etc., lack of 
supply of labour and capital suitable for mo¬ 
dem industry, adequate local demand for pro¬ 
ducts of industry or supply of entrepreneurial 
talents. There arc also instances of reg’ons 
which, with limited development of industries, 
have attained an appreciable rise in living stan¬ 
dards. There are some other regions whtre even 
massive projects have made no great impact. 
All this indicates that some areas are better con¬ 
ditioned towards industrialisation than others. 
T'he question therefore arises whether there 
ate any non-economic factors which are nece¬ 
ssary to ensure progressive industrialisation. 

The development of any region can be attu¬ 
ned to suit its natural advantages. Some states 
have sufficient mineral resources. Others have 
forest and agricultural wealth. Each state and 
region has its own characteristic econo¬ 
mic potential which can be used as a 
base for development and growth. 1 f therefore 
development nos not been balanced it must 
be due to deficiency of other factors. The most 
important of these, no doubt is the agency for 
development, be it the entrepreneur or the slate. 

How far has industrial backwardness of some 
states or regions been due to the ahsenKrO of local 
entrepreneurship ? Has state initiative been 
iaeking ? 

Entitpreneursbip and capital are mobile 
and will settle in any place in which the net ad¬ 
vantages are on the plus side. These advan¬ 
tages consist in having an industrial minded 
labour foice and infrastructure facilities. 

To wfiut extern eon under-development of some 


of the regions be ascribed to tisficiency of skilled 
labour ? 

Industry is apt to move to areas in which 
social overheads and fiactlitits already exist. 
The cost of creating infrastructure will he more 
if new centres of industry are distributed over a 
wide area. There arc vast regions of the coun¬ 
try which remain backward. On the other 
hand, in the long run. investment in social over¬ 
heads in areas which do not have them stimu¬ 
lates their future development, as they become 
promising centres for industry. Potential 
entrepreneurs may be attracted to these places 
thereby facilitating development. 

Can these divergent considerations in the use 
of resources bi reconciled and if so ^ how ? 

Concentration or agglomeration of industry 
is both socially and economically desirable to 
the point at which net external economics an: 
at the maximum, When concentration goes 
beyond that point the additional social cost 
exceeds the economic advantage. What in fact 
i.s to be aimed at is planned urbanisation of 
backward areas to promote a cluster of indus¬ 
tries— vertical or lateral -'- which has many 
positive advantages. When similar enterprises 
co-exist in the same locality the demand for 
(he product increases either due to the increasing 
purchasing power in the region or as inputs 
for other industries. Labour productivityrises 
. as a result of regul' r training -- academic and 
on-the-job — in requisite skills and technique 
for specialised production. Service industries, 
repair facilities, credit and finance facilities grow 
and all other external economies are created. 
The existence of stich industrial complexes pe- 
nerate conditions of competition from which 
suppliers of inputs, consumers and labour de¬ 
rive positive benef)t.s. Such planned urbani¬ 
sation is desirable as the urbanised centres be¬ 
come focal points of diversified industrial ac¬ 
tivity, Only when agglom^^rations give rise 
to congested living conditions their further 
growth needs to be discouraged. 

The purpose of development of backward area.s 
may not be served merely by aslcinp the entre¬ 
preneurs to choose locations outside the big 
cities. Naturally, the choice of a location 
outside cities will be influenced by the lo¬ 
cational advantages of s place. It may have 
to bo nearer to a market; it may have to have 
all the facilities required for the efficient ope¬ 
ration of industries; and the amenities to 
support a factory population. Thc.se consi¬ 
derations arc important. The handicaps have 
to be itmovcd or compensated for. 

Potential Areas 

Since there arc constraints of resources -- 
natural and social should the incentives and 
facilities be given to all backward areas or 
should these be confined to a few selects d areas 
having some basic potential for development 
such as raw material rvailabthty or market or 
transport facilities ? What are the criteria for 
selection of development areas ? It is sugges¬ 
ted in many quartef.s that comprehensive regio¬ 
nal development plans should bo evolved in 
order to (a) find out the potentials by way of 
mimTal and agricultural raw-materials and in¬ 
dustry-wise possibilities of location in each 
region and (b) provision of such facilities as 
will remove the basic handicaps in development. 
For example, the handicap due to the absence 
of coal may be overcome by setting up of power 
stations. The lack of development of organised 
markets is considered to be another handicap 
in many regions which can be overcome by 
building up a structure linking locational cen¬ 
tres of industries with market centres. 

CHANGES IN REGIONAL PATTERNS OF 
INDUSTRY 

What is the regional picture of industry to¬ 
day ? To what extent has it changed ? The 
trends in concentration and dispersal present a 
miked picture. On the one hand, there has 
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been some change in the pa(icrn of develop¬ 
ment of various states in terms of the number 
of units K>cated in them. Some stales have 
aebievet^ significant growth in resMpt of small- 
scale industries os well. The sharp of state 
such as Maharashtra and West Bengal in 
overall intlustriol output such os number of 
factorics« etc. has been somewhat reduced, 
while stares such as Gujarat, Kerala. Madhya 
Pradesh and Orissa have made considerable 
strides in terms of one or other of the major 
indicators of progress- number of units, capi¬ 
tal and labour employed, electricity consumed, 
value added by manufacture, etc. 

Still, the major centres of industry continue 
U) hold sway as favoured locations. In Ma- 
liarashtra about 51 per cent of the total units 
licensed during 1956 and 1966 were for location 
in the Bombay-Thana-Poona arw; in West 
Bengal the Calculta-Howrah complex accoun¬ 
ted for 71 percent of location; and Madras 
City and Coimbatore together accounted for 
59 per cent of location of the new units licensed 
in the state. Similarly of the total number of 
licences issued more than 60 per cent was for 
location in four states, viz.. West Bengal, Ma¬ 
harashtra, Gujarat and Tamil Nadu. Of course 
one reason for this has been the smaller num¬ 
ber of applications received from other states. 
In tlie case of small-scale industries too 
tlic same tendencies arc evident -- 64 per cent 
of the small-scale units in the country are loca¬ 
ted in five states viz., Delhi. Maharashtra, 
Punjab, West Bengal and Tamil Nadu. Even 
within these states, the major cities such as 
Madras. Greater Bombay and Calcutta- 
Howrah are significant locations. 

Industrial development in different slates as 
measured by the number of factories, labour 
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employed, capital invested and net value add¬ 
ed by manufacture, for the year 1950 to 1965 
lias been shown in Appendix 1 and 11. Each 
state has developed, some more than others. 
The change in the ranking due to the differe¬ 
nces in the rates of growth can be seen from 
Table I below. 

ff) Number of Factories 

BetWreen 1955 and 1965 the ranking of the 
.states of West Bengal, Maharashtra, UP and 
Assam continued unchanged in respect of the 
factories situated in each of the stales as a pro- 
port ion of total factories in the whole of India. 
Gujarat has gone up from tenth to third rank, 
Kerala from fifteenth to ninth, Mysore from 
thirteenth to eighth and MP from eighth to 
sixth. Andhra Pradesh and Punjab have lost 
their positions. 

(ii) Number of persons employed 

In terms of persons employed in factory esta¬ 
blishments, Maharashtra, Tamil Nadu and 
West Bengal have retained while Gujarat and 
Kerala have improved their positions. 

(///) Capital Employed 

Maximum increases in capital employed has 
been registered in states such as Bihar Gujarpt, 
MP, Tamil Nadu, Pui\jab, Orissa and West 
Bengal. In some states such as Bihar, MP and 
Orissa, the increase has been significantly 
due to the location of large public sector pro¬ 
jects, while in Tamil Nadu, Gujacat and Maha¬ 
rashtra large, medium and small-scale industries 
have contributed to tlie increase in produc¬ 
tive capital. In Punjab, the main thrust has 
been in the held of small-scale industries. 
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Thus 381 factories in Bihar hademj^Oyed 
capital of Rs 266 crones and 240 factoriig in 
Orissa had employed capital of Rs 278 crores. 
At the other end of the scale, Assam with 526 
factories had an employed capital of only Rs 
73 crores, Punjab 637 factories had em¬ 
ployed capital of Rs213 chores, Gujarat with 
1,196 factories had employed capital of Rs 
250 crones. 

The impact of increase in the number of facto¬ 
ries, capital and labour has not been the same 
in all cases. In spite of the substantial addi¬ 
tions to productive capital in states such as 
MP, Orissa and Bihar, the per capita incomes 
in these states remained below the national 
average of Rs 422 in 1964-65 (see Table 11). 

Government Eatimates 

Economic progress depends not only on the 
contribution of industry but also on other sec¬ 
tors. In some states a developed agriculture has 
made a greater contribution to per capita in¬ 
comes, while in others agriculture and industry 
as also incomes from other sources including 
trading have been responsible for higher per 
capita income. The Working Group on Icto- 
tification of Backward Areas has recommended 
a set of yardsticks to assess industrial develop¬ 
ment i.e., per capita income, per capita income 
from industry and mining, per capita consump¬ 
tion of electricity, length of roads and rails 
in relation to population and area for they^rs 
1964-67. On these basis the Working Ciroup 
identified the following states, in order of rank 
as backward. 

Nagaland (28); J & K (59); Orissa (72); 
UP (76); Assam (78);,MP (80); Rajasthan 
(81); Bihar (85); AP (87). 

All other states have an average development 


Table 1 

RANKING AND PERCENT SHARE 




Percentage share in total number of 
factories 



Per centage share in number of 
persons employed 




1955 

1965 


1955 



1965 

West Bengal 


22-2 

Maharashtra 

21 

Maharashtra 

31 

W. Bengal 

21 -5 

Maharashtra 


16 

W. Bengal 

15 1 

W. Bengal 

27 

Maharashtra 

20 

Tamil Nadu 


11-5 

Gujarat 

8-9 

Tamil Nadu 

9 

Tamil Nadu 

9-5 

AP 


9 5 

Tamil Nadu 

8-8 

UP 

9 

Gujarat 

8-5 

UP 


8 6 

UP 

6 4 

Bihar 

6 3 

UP 

8 

Punjab 


7-5 

MP 

6 4 

MP 

3 

Bihar 

5-5 

Bihar 


4 6 

AP 

5-7 

Mysore 

3 

AP 

5 

MP 


4'5 

Mysore 

5-0 

AP 

2-3 

Kerala 

4 

Delhi 


3-5 

Kerala 

4-8 

Punjab 

2.2 

Mysore 

4 

Gujarat 


3 5 

Punjab 

4*7 

Delhi 

15 

MP 

3-7 

A.ssam 


2-5 

Assam 

4 0 

Gujarat 

1-5 

Punjab 

3-4 

Orissa 

•• 

1 9 

Bihar 

2 8 

Rajasthan 

12 

Assam 

2 

Mysore 

•• 

16 

Delhi 

1-8 

Kerala 

1 

Orissa 

1 6 

Rajasthan 


1-5 

Orissa 

1*8 

Orissa 

1 

Rajasthan 

1:6 

Kerala 


M 

Rajasthan 

1-7 

Assam 

0*5 

Ddhi 

1*6 




3 &K 

0^5 

J &K 


J &K 

01 

All India 


m 


100 


100 


100 


Source; Planning CommissiQii. 
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over 100, the nuUdng beginning from the least 
developed of the more d^loim states being 
Kmla (Ul), Mysore (lia); Haryana (120); 
Pmuab (137); Maharashtni (14^; Gidarat 
(147); TaiiitlNadu<l54); and West Bengal 
060). 

Note. Fimces in brackets ipdicate the per¬ 
centage vanaHons in relation to all-India ave¬ 
rage (as 100). 


Table II 


Per capita income (State-wise) 

(Rupees) 



i9tio-ei 

1964-65 

Maharashtra 

469 

526 

West Bengal 

464 

498 

Punjab 

451 

575(504 

(Haryana) 

Gujarat 

393 

523 

Tamil Nadu 

334 

434 

Assam 

333 

441 

Kerala 

315 

393 

Mysore 

305 

420 

Uttar Pradesh 

297 

374 

Jammu & Kashmir 

289 

.341 

Andhra Pradesh 

297 

438 

Madhya Pradesh .. 

285 

373 

Orissa 

276 

347 

Rjuasthan 

Bihar 

267 

220 

356 

299 

Source: 1960-61; NCAER Estimates 

1964-65 


HIE ROLE OF GOVERNMENT 

Both the central and state governments have 
a predominant role in bringln^about a balan¬ 
ced industrial development. Economic and 
technical considerations of location are always 
important. Vet by making regional dispersal 
an instrument of planning it might be possible 
to secure the development of backward areas. 
The following may be considered as the essen¬ 
tial elements of a coordinated strategy for back¬ 
ward area development : (o) Provision of in¬ 
frastructure facilities like power, communica¬ 
tions, land and water, financial assistance th¬ 
rough state llnance corporations, removing 
obstacles and cutting out red tape in giving va¬ 
rious permissions and clearances ;(/)) Provision 
of fiscal incentives to attract entrepreneurs ; 
(c) Guidance from state ministries and officials 
to develop local entrepreneurship, and assistan¬ 
ce in technical training; (d) Adoption of labour 
policies conducive to development; and (c) 
Streamlining of industrial, import licensing and 
allocation procedures for scarce materials. 

** The major empliasis of backward area deve¬ 
lopment should be to provide for the necessary 
incentives to industrialists-'- large, medium or 
small—- to go to backward regions. No am¬ 
ount of coaxing or persuasion can help the pro¬ 
cess if (a) the concerned area does not have 
some potential for development (^) if location 
in such a region does not adequately compen¬ 
sate for the advantajses in more favourable loca¬ 
tions. The emijhasis should be clearly on pro¬ 
vision of inoentives and other positive measures. 

7b what extent the lack of positive measures as 
against regulatory devices like licensing has been 
responsible for the stow development of backward 
areas ? 

A. Central Gerenmient PoUoles 

It is said that the central government have a 
mgjor lesponsibility in industrial development 
of tockward areas. 

What are the measures reauired to be adopted 
by the central government wr attracting in4us* 
tries to backward regions^ 

industrial Licensing : The licensing system 
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under the Industries (Devdopment A Regu¬ 
lation) Act 1951 has been the chief instrument 
to regulate location of industries as far as the 
central gDvemtmnt is conoertied. It is admit¬ 
ted by both the protagonists as well as the cri¬ 
tics of the licensing system that it has been a 
negative instrument for promoting regional 
dispersal and that it has not been of mu<^ use 
in the development of backward areas because 
the number of proposals of locating industries 
in backward areas was much smaller than that 
for location in other areas- For example, it is 
said that of the 14000 applications received 
durir^ 19S6 and 1966. the share of the states 
identihed as backward was only 2,200 /.c., 
about 16 per cent although they account for 
about 55 per cent of population. Also some 
backward states have a larger share of non- 
implemented licences since a great deal depends 
on the initiative of state government in provi¬ 
ding infrastructure and other fpcilities. It has 
been found that the licensing authorities have 
often to be the arbiter of making a choice from 
among applications from different states as it is 

practice of most states (a) to support all 
applications emanating from them and (h) 
object to any subsequent shift of location 
proposed by an applicant for one reason or other. 
Many states also assure tlie necessary faciliiies 
at ♦he time of application. For several reasons 
the enthusiasm to provide these facilities ha.s 
weakened or disappeared in subsequent stages 
of licence implementation. Hence the large 
incidence of non-implementation of licences 
in the case of some states and frequent applica¬ 
tions for change of location. 

How far is it desirable to retain the licensing 
system as a means of promoting Ixtlanced 
regional development of industries ? If 
it is to be retained, to what extent it can he 
used as a means of preferring location of indus¬ 
tries in backward areas in cases where there are 
a number of applications ? How is it possible 
to resolve the problem of divergent claims of 
different states*! How can the problem of non- 
implementation of licences be overcome ? 

Area Bans 

!t has been suggested in some quarters that 
area ban<- may be used as a means of discoura¬ 
ging location of new industries in already de¬ 
veloped centres of industry particularly the 
meliopoliten cities- 

What are th^ merits of area bans'! Can these 
be used as a m‘!asure to stimulate the interest 
of entrepreneurs to go to a backward area ? Wilt 
such measures lead to a situation in which the 
entrepreneurs do not go to an area desired by 
government and even give up the project altoge¬ 
ther ? 

Fiscal and Financia! incentives ; Since licensing 
has proved to be a negative measure, the role 
of positive incentives as a means of regional 
dispersal has been emphasised. There is a 
clear ca.se to provide direct incentives to encour¬ 
age entrepreneurs to divert attention to back¬ 
ward areas. The problem of backward areas 
exists in many itklustrially advanced countries 
as well, like Belgium, Italy, Denmark, West 
Germany, Sweden, Norway. UK and France. 
All these countries have adopted comprehen¬ 
sive fiscal and financial measures to promote 
the development of designated backward areas. 
Such facilities are provided in the form of a 
package deal and are fairly comprehensive. 
A combination of measures like provision of 
loans on easy <^erms, outright grants and subsi¬ 
dies for building construction, tax incentives, 
site improvement and so on are given. In most 
countries the incentives are provided in the form 
of a package deal to entrepreneurs going to 
the backward areas. The main features of 
such schemes ux6 the following: 

(a) Grants are provided by most cotmtnes 
for building construction and purchase of 
equipment, in some cases to the extent of 50 
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per cent of the total cost of the projects as in 
Qcrmiiny and Ireland. Loans and loan gua- 
remees are available up to 90 per cent of the 
cost of installed machinery in backward areas 
in countries such as Denmark, at low' interest 
rates. 

(b) Tax incentives, particularly exemptions 
from corporate taxation for specific periods, 
are allowed, besides allowances for deprecia¬ 
tion and development rebate in several coun¬ 
tries such as Germany and C^jinada. 

India lias a federal set up. Both central 
and state governments have an equal responsi¬ 
bility towards backward area development. 
The incentives which arc extended by both 
should be comprehensive and consistent 
enough to produce maximum results. No 
piecemeal measures will work. 

Incentives in Backward Areas 

Th*(Wanchoo) Working Group appointed 
by the National Dcvciopmcitt Council on Fiscal 
and Financial incentives for starting industries 
in backward areas has gone into the question 
of providi^ various incentives for the location 
of industries in backward areas. The Work¬ 
ing Group has recommended provision of 
developed plots on down payment basis, sub¬ 
sidy U) the extent of '50 per cent of the cost of 
construction, provision of finance at conces¬ 
sional rate of interest, grant of exemption ftrom 
income and corporate taxes for five years and 
from excise duties and sales tax for a period of 
five years and a transport subsidy for units in 
specified backward areas. The National Deve¬ 
lopment Council considered these recom¬ 
mendations. On the basts of the decisions 
made by the National I>evelopment Council 
at its meeting held on September 26, 1969, 
government decided that : 

(a) The general concessions offered by finan¬ 
cial and credit institutions for financing indus¬ 
tries should be available to backward areas of 
all states and union territories; (b) The financial 
institutions will formulate suitable criteria for 
assistance in consultation with the state govern- 
meats and the Planning Commission to identi¬ 
fy such backward areas requiring incentives for 
development, (c) The Government of India 
would subsidise the establishment of industrial 
units in backward areas, the subsidy being one- 
tenth of the total capital cost of projects both in 
private and public sectors where such capital 
costs do not exceed Rs 50 lakhs in individiuil 
cases. Cases involving capital cost above this 
limit will be considered on merits, fd) The 
sub.sidy win be available to industrial schemes 
in two districts each of the nine states Identified 
by the Pandc Working Group as backward, 
and one district in each of the states which ate 
identified as developed and also one district 
each In the union territories. (<») The central 
subsidy as well as the concessions from financial 
institutions will be in addition to incciuivcs 
offered by state governments themselves. 

Apparently, ^hc question of providing fiscal 
incentives like exemption from income and 
corporate taxes has not been decided by the 
National Development Council. 

Will the above detishms fully meet the needs 
of backward area development*! Will these be 
sufficient incentives for industry to go to back¬ 
ward areas"! If not, what are the concessions re- 
quired, fiscal, financial and others as far as the 
central government are concerned? 

Subsidies are available only to units having 
assets up to Rs 50 lakhs, and above this limit 
cases will be considered only on merits. 

Is this limit satisfactory'! If not, what should 
be the criteria for determination of cases which 
merit consideration for assistance*! 

The Industrial Development Bank of India 
has already liberalised the terms of loans to 
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units to be located in bai::kward areas. The 
IDBI, has extended the period of moreioriiun 
on loans and fixed concessional r^tes of inte> 
rest, on loans to units in backward arta$« 

^yhat are the steps that ore required to be taken 
by other financial institutions and nationalised 
lumks'l 

Other lneefitive« 

ia) Pricing Policr ' Economic prices arc an 
essential inducement to industrial development. 
But often industry does not have the free¬ 
dom to fix prices on the basis of cost due to 
the prevalence of price controls. 

7b n hat e\tent is it f asible to recommend 
exemptions from controls of items produced by 
units heated in backward areas^* 

(b) Exemption from banned list for industrial 
licensing fPr units to lie set up in backward 
areas has l)ecn suggested by the Wanchoo 
Working Group. 

lyhat are the advantages of such exemptions, 
consifhring tfiat it may had to a degree of dis¬ 
crimination against units estaNished in other 
areas'} 

(c) There are definite advantages of going 
to an area in which the wage levels are low. 
The Wac^ Board awards have been aiming at 
fixing uniform wages. 

What should be the criterion for wage fixation 
by Wage Boards*} Should it be on a uniform 
basis'} 

(d) A suggestion is made in some quarters 
that preference might be given to units in back¬ 
ward areas in the matter of allocation of scarce 
indigenous and imported raw materials. 

Can such an appnuich he considered'} 

(e) It is said that traaspori being the main 
catalyst of change of location, dispersal can be 
brought about through an alteration in the 
basis of freight rate fixation. In railway freight 
fixation so far. the major criterion has been 
“what a commodity can bear.” Obviously on 
such a basis the transportation of raw materials 
proves to be cheaper compared to finished pr¬ 
oducts. On the other hand fixation of higher 
freight for raw materials as against finished 
products can be inequitable. 

Is there a tase for making transport of raw 
materials costlier as a measure of encouraging 
their processing in areas nearer to the sources 
of their tKCurrence'} What are the implications 
of such an appt oach on the t ost f prriduction of 
existing units heated nearer to the matketsl 

(0 It is suggested in some quarters that 
the backward areas should have a precedence 
in the mailer of UKation of public .sector pro- 
jeeui. On the other hand, there can be valid 
considerations for locating a uni^ in a place 
which offers some favourable conditions, and 
coiLsiderations of cost and efficiency cannot be 
ignored. Only if there arc some potentials for 
clevelopment In an area it can fully benefit 
from a large industrial project. 

What are the important ^considerations for 
det iding hcafion of centra! government projects'} 
is hcation to he soieiy guided by the criteria of 
backwardness of a region*} 

B, Role of State Governments in industrial 
Development 

Excepting the 160 industries, or so, which 
require a licence under the Industries tDeve¬ 
lopment and Regulation) Act. 1951. the needs 
of development of all other industries have to 
be catered to by the state governments. These 
industries are mainly small-sized and can be an 


imporurn instrument for adiievihg required 
balance. Even with re^d to large and medium 
scale industries, which come under the provi¬ 
sions of the Industries Act. the state govem- 
menis are diiectly concerned with the provision 
of infrastructure and other facilities. Thus, 
the state's respoasibility extends to a large 
M’ca which has to be properly look^ after in 
ordei; to promote healthy, rapid and balanced 
growth. 

Whai are the spcLffk responsihilities of states 
in 4his regard'} 

The slates are directly concerned with the 
creation of a physical and human environment 
congenial to industrial growth. A major phy¬ 
sical factor in development is the infra¬ 
structure- Expansion of roads, canals etc. 
which obviously fall within the purview of the 
slates can help widen markets and consequently 
the scales of manufacturing, commercial and 
agricultural operations can be enlarged. All 
these wilt make for increasing investment, pro 
duciivity levels. etc> which result in lower unit 
costs. Generation and distribution of electricity 
arc other m^or prerequisites. These infra¬ 
structure facilities together with warehouses, 
storage facilities, water supply and other gene¬ 
ral purpose facilities are important aids to in¬ 
dustrial development of backward regions- 

Almost ail state governments have adopted 
schemes for the provision of various infra¬ 
structure facilities and incentives to attract 
industries. The essential features of these 
schemes arc : Provision of land and/or built 
up accommodation in selected places or growth 
points, assistance in the preparation of pro¬ 
ject reports, rebates in electricity duty, financial 
assistance under the State Aid to Industries 
Act, preferential treatment for industries locat¬ 
ed in backward areas in government purchases, 
provision of technical guidance and training 
facilities. Financial corporations and indus¬ 
trial development corporations have been set 
up in most states. 

The terms at which assistance is available to 
entrepreneurs under various sute government 
schemes differ from state to state. An es.sen- 
tial feature of these schemes is that they are 
mainly applicable to small-scale industries. In 
fact, industrial development of the backward 
areas also entails establishment of large and 
medium-.scalc units and as such these facilities 
and incentives cannot be denied to them at 
least to the extent necessary to induce pros- 
l^ective entrepreneurs to choose location in the 
designated backward areas. Some of the in¬ 
centives required to encourage industrialists to 
move to backward regions are enumerated 
below : 

in) iMud Acquisition 

Many state governments, of course, sell deve¬ 
loped plois on no-profit-no loss basis and sub- 
.sidise construction. Difficulties however arc 
faced in regard to acquisition of land. One of 
the reasons for non-implementation of indus¬ 
trial licences in many cases has been the diffi¬ 
culties in the matter of acquisition of private 
land and high cost thereof. This problem can 
perhaps be overcome by state governtnenis 
procuring the land directly at market price 
and making it available to the industrialists at a 
subsidised rate. 

Is such a proposal feasible*} 
ih) Incidence of various State levies on industry 

Various state and centraljgovernment levies 
.such as sales tax. excise, octroi etc. account 
for a major share of the sale price* In the 
beginning staffs at least exemptions from thcM 
ixiyroenis can possibly help units located in 
backward areas overcome the initial disadvan¬ 
tages of going to such ati area. The Wanchoo 


Working Group has suggested a five-year 
exemption of products as well as raw materials 
required by units located in backward, areas 
from sales tax. Not all state govmmeots. at 
present, provide such exemptions. Only some 
state governments in their schemes for assistance 
tiave made provision for such exemptions or 
cash refunds in respect of sales tax and octroi 
and that too only on raw materials* 

is there not a case for a uniform procedure 
for exemption from these levies for all units in 
specified backward areas*! 

(r) Construction of Buildings 

Only some states have created a 'revolving 
fund* of cement, iron and steel out of which 
loans are given to entrepreneurs in backward 
areas. In many cases location of units in 
backward areas will involve construction of 
workers’ housing. 

Since moving int- a backward aiea wiU involve 
large-scale building construction, would it not 
be worthwhile giving a subsidy on workers^ 
housing construction and priority allocation of 
construction materials'! 

(e) Electricity Tariff 

It is said that in respect of electrification, the 
urban centres have received greater attention 
as compared to the backward areas. In res¬ 
pect of electricity tariffs concessions are availa¬ 
ble in most states for industries, both lar^ 
and small. However, disparities exist in electri¬ 
city tariffs as between one state and another. 

Is it desirable to recommend a uniform rare 
of electricity tariffs for designated backward 
areas in all the states'! 

(e) Preferential Treatment in State Government 
purchases 

Some state governments give preferential 
treatment in their purchases, among others, to 
units located in backward areas* However, 
such preferential treatment may have wider im¬ 
plications not only in respect of units located 
in other areas within the state but vis-a^vistht 
integrated development of the entire country. 

Is it, therefore desirable to have price prefe¬ 
rence as an instrument of development*! 

(f) Subsidy on Capital Cost 

According to the decision arrived at by the 
National Development Council the central 
government will give subsidy to the extent 
of 10 per cent of the capital cost in respect of 
units located in designated backward areas. 
This concession i$ stated to be over atid 
above the concessions that will be available 
from state governments. 

Whot are the concessions required from 
State Governments in this behalf 1 

(g) Hire-puri,hase terms 

The small-scale industries are eligible for 
loans under States Aid to Industries Act to 
finance hire-purchase of machineiy. Tbf 
Wanchoo Working Croup has lecominended a 
concessional interest rate of 3 per cent for 
backward areas in respect of niie-purchase 
loans and a reduciion in the initial earnest 
money required to be deposited from the 
present rate of 20 per cent to 10 percent. 

TV what extent the adoption of this recom- 
mendfition will go towards assisting tl^ small 
entrepreneurs*! 

Would the sum tnttd of concessions enumra- 
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ted above have any adverse bearing on wHts in 
more developed areasrl 

T«elui^iie of promotbii^ iiackward areo dove- 
hmomo 

(f) Imbestrial Estates 

What should be the technique for promoting 
development of backward areas within each 
state? Industrial estates which have proved to 
be a workable solution to backward area deve^ 
Itmment in many countries such as UK»Canada, 
>torthem Ireland, Hong Kong, etc. have been 
tried in India too since the first fiye*year 
Plan. So far, 325 estates with a combined 
capacity of 4,000 factoty sheds have been 
built. According to the data on utilisation of 
shed capacity it is found that the ratio of utili¬ 
sation was 62 per cent in rural centres, 7 k: per 
cent in urban and 52 per cent in respect of semi- 
urban centres. It is said that the location of 
industrial estates in isolated places and away 
from market centres or centres where large 
and medium-scale industries which provide a 
market for the products of small-scale industry 
has been responsible for the shortfalls in ' the 
utilisation of the capacity in many industrial es- 
tates.Also, another reason attributed is the 
preference given to the industries which use mo- 
dm techniques and which have importance to 
the national economy such as reducing imports 
or increasing exports, over old industries or lo¬ 
cal enterprises in the rural centres. However, 
due to the remote location of some of 
the estates new types of industries are not 
attracted to the estates whereas the local or 
old industries obtain a low priority in 
allocatioti of sheds. 

Should there he a demarcation of the types of 
industry according to th^ nature and louxtion of 
the industrial estatesl 

Why should not the states proceed to build 
industrial estates near each new large-scale 
enterprise and then try to lure small industries 
to these new industrial centres by offer of 
factory facilities, public utilities, bargain rentals 
and fiscal incentives? It is felt in some quarters 
that it will be helpful to admit one or two me¬ 
dium or large-scale units into every industrial 
estate in backward arc^is to provide the climate 
and conditions for the development of small- 
scale factories. It is also possible to consider 
liaving two different types of industrial estates; 
One for those which process mainly agricul¬ 
tural and other local raw materials and to be 
located in rural areas and second those meant 
for ancillary industries by the side of large- 
scale industries. 

How far Js it desirable to have these two 
types of industrial estates! 

(ii) Development of Industrial Complex.*, s 

Many places in the country have the poten¬ 
tialities for being developed as industrial cen¬ 
tres for large, medium and small-scale indus¬ 
tries. Once development starts it tends to have 
a snowball effect and gradually the centre 
develops as an industrial complex. The po¬ 
tential areas for the development of such com¬ 
plexes may be near sources of raw materials, 
port-towns which can be used as bf se for 
export, and so on. rh# location of th* se poten¬ 
tial industrial cotnplexes will have to be done 
after a detailed study of the economics of loca¬ 
tion. Feasibility studies and market surveys 
will have to be carried out directly by the 
statd industries department or by the slate in¬ 
dustrial development corporations. The next 
step would be to have a plan for the infra¬ 
structure development of the region. Roads, 
electricity distribution, factory construction, 
house building, etc. have to be planned in ad¬ 
vance. 

What specific steps should be taken state 
ppvermmts Individually or in eolktb&ialhn with 
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each other to promote deiclopment of Industrial 
connplexesl 

For industry to be attracted to these com¬ 
plexes, at least in the initial steges, the follow¬ 
ing types of incentives may be necessary : 

1. Provision of developed land at conces¬ 
sion? 1 rents and an outright subsidy for cons¬ 
truction; 2. A five-year tax holiday from the 
date of commencement of production. The 
holiday should extend to sales tax, octroi and 
all other state and central levies; 3. Provision 
for payment against sarious facilities including 
plot on easy instalment basis; 4. A subsidy 
on capital costs to projects over and above 
what is available under the central government 
schemes for backward area development. 

What other incentives tould be thought of as 
part of the pOikage deal from the state govern- 
meats! 

CX>MPLEM£NTAR1TY OF LARGE* ME¬ 
DIUM AND SMALL-SCALE INDUSTRIES 

The industrial structure is complex, com¬ 
posed of units operating at different scales of 
production. The scale of operation is dictat¬ 
ed by techno-economic considerations. There 
is often a link between small, medium and 
large unots. The small-scale units may be 
manufacturing final consumer goods or may 
be engaged in producing a component for 
medium or large units, it appears that the 
number of units in the first category may not 
be so large as the number of units in the second 
category. That is to say, the small-scale in¬ 
dustry Is also an ancillary industry in many 
cases. 

In the development of backward areas, large, 
medium and small-scale industries have a 
complementary role, particularly in respect of 
those industries which have an ancillary angle 
or industries the products of which cati be 
processed through medium, and small scale 
units. The reciprocal advantages of large and 
small-scale units are particularly evident where 
the large units need a number of anqillaries, 
and the small enterprises are to perform sub¬ 
contracting functions. Many industries such 
as industrial machinery, agricultural and 
earth-moving machinery, machine tools, 
industrial, scientific and mathematical instru¬ 
ments, locomotives, rolling stock, aircraft, 
bicvclcs, diesel engines, automobiles, commer¬ 
cial equipment, electrical machinery and equip¬ 
ment, tele-communication equipment, indus¬ 
trial instruments, radios and electronic 
equipment etc. have an ancillary angle 
where large-scale units can, with considerable 
advantage to themselves, extensively sub¬ 
contract (o small-scale or medium-scale ancil- 
laries. 

The most ideal industrial structure is un¬ 
doubtedly one in which the apex large-scale 
industry specialises in manufacture of the 
end products defending upon various levels 
of small-scale units producing different parts 
and components. Such a pyramidal^ structure 
would generate employment in increasing 
magnitude on every additional investment in 
the main unit. 

Experience of some other umiuies 

Complementarity of larp and small enter¬ 
prises is an accepted fact in industrial organi¬ 
sations in many developed countries. Under 
conditions of mass production no large unit 
can be expected to produce economically un^r 
its own roof every part and component which 
it needs. Hence, the emer^nce of ancillary 
units and consequent specialisation and in¬ 
crease in productivity. The small aub-contrac- 
tor in doe oourae grows into a larger one 
and die process Is carried further with the 
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growth of sub-contracting units to tbe original 
sub^contiactor. In most cemittries, iaige^scale 
units chose their ancillary suppliers on a com¬ 
petitive basis. Techmeaf assistance is given 
to the ancillary units by the parent firms, who. 
in their turn, derive thi benefit arising from a 
guaranteed supply of products of given specifi¬ 
cations at agreed time schedules. 

The process of sub-contracting has deve¬ 
loped in Japan as a normal feature of Japanese 
cconomv and not due to any particular effort 
made by govemmem. Soon after World 
War II circumstances like capital shortage and 
unemployment encouraged many large enter- 
preneurs to offload parts and components to 
ancillao' units and concentrate themselves on 
investment on the very essential equipment 
Hired for large-scale operations. This 
ped them to withstand the strains and 
stresses of ffuctuating demand. The compo¬ 
nents procured from ancillarics often proved 
less costly compared to what it would have been 
if the large units themselves had undertaken 
to produce them. 

In a number of industriCsS such as sewing 
machines, bicycles, industrial machinery, au¬ 
tomobiles etc. sub-contracted items ranged 
from 20 to 40 per cent of the production cost. 
Selection of sub-contractors is on a compe¬ 
titive basis thougli wherever prices ore fixed 
through negotiations adequate profit margins 
are auowed. Selection is made on the basis 
of an examination of the technical competence 
and quality control arrangements of the 
ancillary units. Usually, long-term supply 
contracts are entered into with the ancillary 
units with provision for price variation, de¬ 
pending upon nmrket conaitions. In the case 
of a small-scale unit which supplies specialised 
parts on an exclusive basis to the parent unit, 
the latter extends special facilities inchtding 
the .supply of jigs and fixtures and provides 
technical guidance for maintaining quality- 

In countries such as Sweden and Fe4eral 
Republic of Germany while no special steps 
as such arc taken to promote sub-contracting 
or to assist small industries engaged as sub¬ 
contractors, the system of sub-contracting is 
widely prevalent. In Sweden, the large assemb¬ 
ly units purchase tlH;ir parts on tne basis of 
competitive quotations from several sub-con** 
tractors. Contracts are negotiated with indi¬ 
vidual firms only in special cases- Purchase 
of components are met from more than one 
source so that dependence on a single supplier 
i.s avoided. 

In Germany there is a very higlily compe¬ 
tent small-scale sector. Consequently, most 
firms have a larger dependence on sub-con¬ 
tractors. The dependence is to the extent of 
40 per cent of the turnover in industries such 
as machine tools. The large firms usually 
chose those sub-contractors which give them 
competitive prices, quality and timely delivety, 
though in certain special items they resort to 
negotiations with one or two firms. 

The growth of multifarious anciJtaries and 
feeder industries has been an inevitable factor 
in the emergence of mass production in the 
United States. The system of sub-contracting 
received positive support from the Stores Pur¬ 
chase Department of the American govern¬ 
ment who under law, have to ensure that 
fair proportion of the total purchases and con¬ 
tracts for property and services for government 
be placed with small business cnpTprises”. 
The percentage of component parts and assem¬ 
blies purcha^ by business machine factories 
from sub-contractors varied between 50 and flO 
per cent of components. $ome automobile 
manufacturers purchase 72 per cent of the 
components, raw materials, castings and for¬ 
gings used in the manufacture of cars from 
outsiile. In the aviation industry, the depen¬ 
dence on sub-contracting is to the extent 
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of 50 per cent in some cases, la every large 
unit there is a well or^nistd stores purchase 
department whose mam responsibility is to 
look out for sources of supply stores, parts 
and components from other firms and organi¬ 
sations. The purchase department ^ locates 
new sources of supply on the basis of past per- 
forinance in execution of their contracts and 
inspection of manufacturing facilities for speci¬ 
fic items. The larije firms not only supply the 
full technical specifications and blueprints for 
the products of the sub-contractors, but also 
send their engineers to the factories of the sub¬ 
contractors to give technical advice. Similarly 
the large units permit the technicians of the 
sub-contractors to come to their factories to get 
the necessary technical guidance for execution 
of the contracts. The sub-contractors are also 
usually supplied with jigsand fixtures required 
for Xht production of sub-contracted parts. In 
several cases the large firms loan out to them 
machine tools on a rental basis. Rigid quality 
inspection is undertaken and tho.se products 
which <fo not conform to specifications are 
rejected. 

Defdopments In India 

The Industrial Policy Resolution recognises 
the complementary aspect of development of 
large, nn^ium and small-scale industries. This 
aspect of development also finds repeated em¬ 
phasis in the successive five-year Plans. 
What is equally important is that development 
in most industrial centres has largely con¬ 
formed to this pattern. 

During the pas^t one decade or so, registered 
units in the small-scale sector liave expanded 
from 23,000 in 2956 to 131,000 in 1968. Be¬ 
sides, there is a large number of unregistered 
units. There has b^n a significant develop¬ 
ment of ancillary production for a number of 
industries such as automobiles, tractors, earth- 
moving equipment, motorcycles, electrical equip¬ 
ment and the like both in small and medium- 
scale units. One evidence of this integrated 
development can be seen from the significant 
increase in bought out components used by 
tnany main producers. There are 200 auto¬ 
mobile ancillary units on the books of DGTD. 
The percentage value of components purchased 
indigenously from ancillaries by one automobile 
unit has increased from 16.7 per cent in 1961 to 
31.5 per cent in 1966 and in respect of another 
from 21.9 per cent to 41,7 per cent during the 
same period. In the case of one motorcycle 
manufacturing unit the proportion of bought 
out components from ancillaries represent 70 
per cent of the total cost The same 
firm has increased the number of components 
purchased from ancillaries from 44 in 1960 to 
516 in 1969, Many large units have actively 
assisted development of ancillary units for 
meeting their requirements of the components 
and parts. It is, however, stated that there 
are still many impediments in the integrated 
development of large scale and ancillar> pro¬ 
duction. 

is it due to the ancillary producers taktnff up 
precision wotk which is fteyond their ability or 
due to a lack of adherence to .standards and 
specifications and delivery schedules on their 
part: To what extent factors like small require^ 
ntems for each amillaiy item, difficulties in 
supply of raw materials, inadequate financial 
ana technical assistance, etc- have been respon¬ 
sible for the tardy prowth of sub-contracting*} 
Or is it due to the small-size of demand from 
parent companies"} 

What are the specific measures required to 
promote the integrated development of small, 
large and medium-scale units? Many sugges¬ 
tions have been made : It is suggested that 
large units in both private and public sectors 
should {a) make scrutiny of parts and com¬ 
ponents r^uired by them for the purpose of 
locating and developing indigenous supply 
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NUMBER OF FACTORIES AND WORKERS EMPLOYED 




No. of factories 


Laboio'enqthyed 
(In thmuMds) 



1930 

1955 

1960 

1965 

1950 

1955 

1960 

1965 

Alt-lndia 

7,099 

7,433 

8,704 

13,424 

1,632 

1,785 

2,905 

3,953 

Andhra 


760 

472 

769 

— 

42 

143 

215 

Assam 

89 

141 

452 

526 

6 

8 

68 

75 

Bihar 

383 

346 

257 

381 

111 

116 

166 

209 

Gluarat 

-- 

251 

771 

1,196 

— 

25 

282 

338 

Jammu & Kashmir 

— 

-- 

35 

52 

•— 

— 

7 

9 

Kerala 

74 

83 

567 

629 

6 

18 

132 

154 

Madhya Pradesh 

310 

324 

551 

864 

52 

52 

86 

149 

Maharashtra 

1,736 

1,196 

1,724 

2,823 

537 

551 

626 

775 

Mysore 

— 

116 

437 

677 

— 

51 

no 

163 

Orissa 

135 

129 

98 

240 

11 

16 

26 

68 

Purqab 

571 

562 

348 

637 

32 

37 

68 

136 

Rtuasthan 

97 

106 

106 

222 

17 

22 

43 

68 

Tamil Nadu 

1,471 

836 

763 

1,187 

178 

158 

206 

345 

Uttar Pradesh 

605 

642 

568 

863 

161 

170 

231 

295 

West Bengal 

1,444 

1,655 

1,373 

2,033 

491 

488 

665 

867 





Source: Planning Commission, 1969 
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PRODUCTIVE CAPITAL EMPLOYED AND VALUE ADDED BY 
MANUFACTURE 









(Rs crores) 



Productive capital 
employed 


Net value added by 
manufacture 



1950 

1955 

1960 

1964 

1950 

1955 

1960 

1965 

AU-India 

258 

400 

1286 

3796 

283 

421 

864 

1686 

Andhra Pradesh 

— 

7-7 

51 

150 

— 

7-0 

23*3 

52 

Assam 

1-4 

2-2 

29 6 

73 

10 

1-5 

25*6 

22 

Bihar 

29-4 

621 

198 0 

266-/ 

50-6 

45-8 

60*5 

120 

Gujarat 

— 

95 

95 0 

250-8 

— 

4 3 

88 

142 

.Tammu and Kashmir 

— 

— 

0 1 

1-8 

— 

— 

0-8 

2*6 

Kerala 

1-4 

11 

27-6 

45-5 

0-5 

3-6 

21-1 

33*1 

Madhya Pradesh 

7-8 

10 6 

41 

337 

6 0 

8*3 

20-9 

48*9 

Maharashtra 

72-9 

93-3 

276 

564 

104 

148 

238 

417 

Mysore 

— 

15-2 

44 

142 


9 2 

26*3 

75.4 

Orissa 

4-4 

6 5 

34-9 

278 

1-6 

4*1 

8*5 

38*7 

Punjab 

7-4 

10-5 

27*9 

213 

5-4 

8*8 

16*7 

mo 

Rajasthan 

4 0 

8 0 

20-3 

86-6 

0 8 

3 7 

8*7 

20*5 

Tamil Nadu 

281 

30-8 

13^1 

326-3 

26 

34 

62 

150 

Utiar Pradesh 

21-2 

30-3 

83-7 

302 4 

25-6 

32*4 

55*7 

106.8 

West Bengal 

75-7 

97-6 

270 

704 

76-8 

102 

193 

364 


Soopre: Fhmning 0)mn^l8^Qa 
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«outca(fotimpOTteditei»s,<M wteBMjseitenw 
wl^ cwi be comesteotly develoiMd m awil> 
taiy units In and around a onde^ 

taking, (e) idantiiy items whim co^ i» farm¬ 
ed om to eaisting ondeitaklngs oAer thro the 
eiKUiaiy unis, (d) eslend financial, technimi 
and managerial assistance to aneilbuics 
way of contiaotiOT towards conducting feasi- 
WliW studies, market surv^fs, organisation of 
a^ity control and testing anang^nients ano 
(e) oarticipate in the capital structure of the 
Bonall-s^e units. 

A committee appointed by the SmaU-Swlc 
Industries Board on ancilbry industries has 
recently suggested that all public sector unto- 
takings must organise exhibitions or set up dis¬ 
play rooms for parts and components which are 
leqmted to be devdioped by ancillary indus- 
tto. Another suggestion is that large-swle 
units should undertake production within their 
factories only up to 40 per cent of tt» compo¬ 
nents which are essentially p^onnance- 
oriented in engineering and other industries. 

What are the merits of these suffgestionsi 
Other Measures 

For promoting development of 
units the following measures can be thought 
of 

(a) Definition of aneillary and small-scale imits 

At present ancillary units are defined as 
those which have fixed assets not ex^mg Rs 
10 lakhs and small-scale units as those whose 
assets are less than Rs 7.5 lakhs. "P*®*© 
tions are apt to limit the sphere of small-scale 
and ancillary units in a growing industnal com¬ 
plex. Also, prices have substantially increaw 
since 1966 when this definition was adopted. 

Is there a need to revise these financiul limits 
upward^ Is such a limit necessary at alH 

(b) Supply of raw materials 

A major pre-condition for the efficient run¬ 
ning of enterprises of any type or size is the 
ready availability of raw materials of the requi¬ 
site quality. It is inevitable that the small- 
scale industries should have an assured supply 
of law materials. In so far as sub-contractmg 
is concerned, it is worth considering to what 
extent the large-scale units should be assisted 
to make available the necessary raw materials 
particularly scarce items, to the sub-contracted 
units. 

What are the wqyj of improving raw material 
supplies to ancillary imitsl 

(t) Technical Assistance 

The small-scale units may require assistance 
by way of preparation of project reports and 
feasibility studies at the stage of starting an 
industrial enterprise. The necessary drawings 
and specifications for the products together 
with product designs and process know-how, 
jigs and fixtures etc. should be available. At 
the stage of running an enterprise a small- 
scale unit mav require expert services for orga¬ 
nisation of various management functions, in 
partici^r, marketing, stores purchase and mate¬ 
rials control. TTicre may bo need for assistance 
in the matter of organisation of appropriate 
costand quality control anangemeots. 

What are the responsibilities of the large- 
scale units to provide technical and managerial 
advice to their sub-contraLtorsl 

(d) Selection of sub-contraetors 

A degree of competition in the sources of 
supply RM to be maintained for ensuring effi¬ 
ciency in production of the large-scsle units. 
At the same time the ancillary urdts can b^ome 
viable only if the market for its products is suf¬ 
ficiently large. 

To what extent variety rMnetlon through 
standardiitaiion will help the mtlargement of 
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market for aneOkay prodael^, *** 

scope Of sumdardisation and what skould be the 

agetecy to mdertake this work*! 

(e) Assured off-take of products of small-scale 
wdts 

Offloading of manufacture of parts and com¬ 
ponents to competent small-me i^ts also 
involves assistance in finding assurw mairet 
for the products. It is suggested in sevm» 
quarters that parts and components be puichas- 
ed on a regular basis by large-scale units at 
mutually agreed prices. 

To what extent guarantees of assured off take 
by large-scale units can be secured and what are 
the pre-conditions thereof sudi as auality, per¬ 
formance, delivery according to schedule etcl 
What are the mutual obligations of the pa^nt 
firms and the sub-contractors in this behalfl 

(f) Code of conduct 

It is also suggested that a code of conduct 
determining the relationship between large and 
small-scale units should be adopted, the main 
emphasis being on regularity of orders, adhe¬ 
rence to supply and deliverjj schedules as also 
to standards and specifications, prompt pay¬ 
ment of bills, etc. 

(g) Sub-contracting exchanges 

Sub-contracting exchanges arc operating 
in some European countries which function 
as clearing houses for information regarding 
machine tool capacity available within a given 
area. The requirements of large-scale manu¬ 
facturers are booked by the ^ exchanges on 
behalf of sub-contracting units and small- 
scale enterprises. 

What are the merits of the above proposals'! 
Are they worth adopting in India*! 

The esublishment of many basic industries 
in the large-scale sector can stimulate deve¬ 
lopment of ancillaries. The indastml struc¬ 
ture can be internally balanced only if there 
is enough scope for large, medium and small 
units to explore different areas of growth. 
From this point of view any restrictions regard¬ 
ing entry of large firms to certain areas and 
reservations of industries for developiwmt in 
particular sectors are not desirable. There 
are. however, suggestions to the effect that 
some industries be reserved for small-scale 
sector. In fact already there is a list of 47 
industries in which only small-scale sector is 
allowed to expand. Some suggestions are 
also made to the effect that while issuing indus¬ 
trial licences a stipulation should be made 
to the effect that phasing should be achieved 
by the large-scale units through sub-contract¬ 
ing to ancillary units. 

Will such compulsive measures produce the 
desired results*! Will reservations help develop¬ 
ment of small-scale industries and a wider dis¬ 
persal of industries'! 

Prepared by 
FfCCf Secretariat 


appendix III 

INCENTIVES FOR lUCKW^ 
DEVELOPMENT IN SELECTED COUN- 
TRIES 

Italy 

With the object of developing designated 
backward areas—south Italy, Sicily, Sardinia 
■—legislation has been passed to further terri¬ 
torial planning by the creation of new town 
planning districts and by the construction of 
net work of roads, electricity grids and other 
infrastructure within such communities. Posi¬ 
tive incentives are provide^ to private enter¬ 
prise in these areas. The aim of such planning 
is to increase employment and stimulate capi¬ 
tal formation thereby sating in motion trans- 
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forming influences whkh will contribute to 
the growth of entire ecotion^ and thus redm 
the disnarities between north and south Itatian 
Incomes. Tire wflotrel dovelofmtem program- 
mes envisage public sector outlay cm infni; 
stn^ctuie to facilitate the diversified growth of 
private f nierprise. Several incentives are avail¬ 
able fbr industries going to these regtems. 
These are; 

(/) A 50 per cent reduction of turnover 
tax on machinery and materials ami 
consumption tax on power ui^ for 
industrial purposes. A 10-year income 
tax holiday on profits earned in new 
investments and 50 per cent exemption 
from uxes Oh investment in new addi¬ 
tional facilities, exemption from pay¬ 
ment of customs duties on import^ 
machinery and materials, exemption 
from part of or all municipal levies such 
as octroi. 

(f/) Federal Oovemment grants up to 20 
per cent of the capital needed for estab¬ 
lishing new plants or expansion of estab¬ 
lished plants in miudctpaHties with less 
than ^,000 inhabitants; grants to 
cover 100 per cent of the cost of public 
facilities lor development of industiy, 
reduction up to SO per cent in fircight 
rates applied for the transport of raw 
materials and machinery required for 
new or expanding plants- 

(///) Federal Government hans up to about 
70 per cent of the total capital neeited 
for new plants located in the develop¬ 
ment area of expanding facilities. 

Puerto Rico 

The government conducts cost-benefit stu¬ 
dies for each sub-region. Feasibiiity studies 
are conducted to explore the availability of 
local resources, on the supply side, and esti¬ 
mates of the market prospects are made, on 
the demand side. Thereafter, the studies are 
turned over to prospective entrepreneurs for 
further calculations of costs, estimated sales 
and profitable unit costs. Such combined 
public-private planning leads to conclusions 
regarding investment priorities. Several in¬ 
centives and facilities are provided to private 
enterprises according to these priorities and as 
int^ral parts of an organic development pro¬ 
gramme : 

(i) Freedom from all federal taxes; (//) Ten, 
twelve, seventeen years of exemption from 
income-tax as well as real and personal pro¬ 
perty taxes and licence fees, excise and other 
municipal taxes depending upon the location 
of the plants; ( ili) Ten, twelve, seventeen years 
tax exemption of income received from the 
lease of real property constructed or installed 
for an exemptecl industry or income derived 
from the lease of equipment and machinery, 
(iv) fifty per cent tax exemption on income; 
exemption from municipal and property taxes 
for periods ranging 20 to 34 years according to 
the geographical location of factory. 

Belgium 

A combination of fiscal, financial and mone¬ 
tary incentives are given to industries to be 
located in backward areas. These are: 

(0 Exemption up to 30 per cent of profits 
earned during the first three years. Capital 
gains tax is exempt provided gains which are 
le-invested in each estate or equipment in re¬ 
gional development areas, ill) There is a five- 
year real estate tax exemption for enterprises 
receiving grams and loans for purchase or 
construction of plants and local tax conces¬ 
sions to enterpnses not receiving loans and 
gtants. {ill) Government grants arc available 
for part of the cost of plant construction and 
purmse of equipment as follows : (o) Cons¬ 
truction grants up to 20 per cent of the cost 
(30 per cent during recession); (b) Equipment 
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grants up to 7.5 per cem of oM <10 per 
gufing recession). 

Grams normsilJy are payable aS|er completion 
of investment but an advance up to 50 per cent 
of construction arants may be made ifter the 
roof is raised in a new plant: (/v) The govern¬ 
ment subsidy to lending institutions is ^owed 
equivalent to the dilTercnco between prevail* 
tng commercial rates and the rate charg^ from 
the borrower up to a maximum of 4 per cent 
(During periods of recession the imercst rate 
charged may be reduced to a minimum of 1 
per cent). Reduced rates are generally appli¬ 
cable for five years and exceptionally for 
eight years; (r) There is provision for ftnancing 
of intangible investments such as on research 
and development. 

Canada 

A wide variety of incentives and facilities 
are available for industries located in backward 
areas. These are: 

(/) There is a thrcc-ycar tax exemption from 
the date of commencement of commercial ope¬ 
rations: and there is a development grant, (ii) 
The units can qualify for special depreciation 
benefits os under Most of the new machi¬ 
nery and equipment can be written off at an 
annual rate not in excess of 50 per cent on a 
straight line basis, (h) New buildings and signi¬ 
ficant extension during the specific period can 
be written off at an annual rate of ?0 per cent 
on a straight line basis; (///) There are exemp¬ 
tions from Federal sales tax such as on dies, 
jjigs, fixtures and moulds; patterns for dies; 
jigs, fixtures and moulds; tools for use in im¬ 
portant attachments to production machinery. 
The federal tax of 11 percent is to be reduced 
to 6 per cent and to zero on machinery and 
apparatus sold to or imported by manufacturers 


for direct use in prodqqtion; (/v) Provision $ 
made for duty-free entpr for articles and mate¬ 
rials to be used exclusively in the manufacture 
ofeertain merchandise in Canada; (v) For new 
industries in backward ar^ development 
grant is allowed up to a maximum of one-third 
of the approved capital costs not exceeding 
$ 250,000 and for capital costs b^ond 
$ 250,000, one-third of $250,000 and one-fourth 
of the excess over $ 250,000. 

Federal Republic of Germany 

The incentives provided are : (i) Accelerated 
tax depreciation to new industries in border 
development areas not in excess of $ 69.000. 
The accelerated depreciation applies to 30 per 
cent of the movable assets: (il) Grants up to 
50 per cent of the total cost of a project; (Hi) 
Special grants are made to firms located in 
border areas to equalise their freight costs; 
(it') Two types of loans are available viz. one 
for new plants at 3.5 per cent for fifteen 
years and the other for extension and moder¬ 
nisation of established plants at five per cent 
for 15 years. 

France 

An exemption up to 50 per cent of tlie tax 
due on investment income is allowed. Slightly 
accelerated amortisation on certain forms of 
plants and equipment is allowed and 50 per 
cem accelerated amortisation on plant and 
equipment acquired for research ana develop¬ 
ment purposes. Reduction in computing 
capital gains taxes is also permitted in certain 
cases and reduction or elimination of local 
taxes in others. 

Government grants are available up to 20 
per cent of the total investment costs which 
includes new plant construction, new machi¬ 


nery extension or conversion of jagiating plants 
and transfer of equipment. One-fifth of any 
t is payable in advance, and the bglance 
yearly. Government subsidies for en^- 
prises which permit only a comparatively low 
return on investment are also envisaged. 

Ireland 

New manufacturing companies arc not 
required to pay Irish income tax or corporation 
lax for 10 Years on profits arising from exports 
of goods manufactured in Ireland 

There is provision for interest-free loan on 
capital. 

Machinery imported for manufacture and 
industrial raw materials for exports is exempt 
ted from import duties. 

Non-repayable cash grants towards the cost 
of fixed assets of new industries are provided 
by an autonomous grants board. The maxi¬ 
mum grants are ; 

(a) Two-thirds of the cost of fixed assets in 
development area; <b) Half of the cost of 
fixed assets in other areas. *Tixed assets’* 
comprise sites, buildings, machinery and 
equipment excluding office equipment and 
transport vehicles. Only new machineiy is 
considered for grants; (c) Cash grants for 
training of workers in new industries. 

Shanon Free Airport Development Autho¬ 
rity assists the establishment of new projects 
through payment of each grants as under : 

(a) 50 per cent of the cost of new machi¬ 
nery; (/i) Full cost of training of workers; (e) 
Full cost of buildings; (d) Total exemption from 
income-tax and corporation profit tax on 
profits derived from exports until 1983. 
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On the eve of the central budget ibis year, the Oovemmeot of India hati, 
whether intentionally or otherwise, j^ovided itself with many diversions, useful or 
otherwise. There has been, to begin with, as attempt to reorder the {loUtics of 
Uttar Pradesh to the greater comfort, even if not exactly the greater glory, of the 
Prime Minister. At the time of writing, it seems probable that Mrs Gandhi will 
have the satisfaction soon of seeing Mr C.fi. Gupta or his group out of the state 
government. Even when this happens, her triumph would be far from complete 
since, as a direct result of bk manoeuvres, Mr Charan Singh and his BKD would 
have been given the control of the Uttar Pradesh government on a platter. In 
other words, the casualty would be as much Mrs Gandhi’s Congress as the other 
Congress. 

This however is not a matter over which the public, whether in Uttar Pradesh 
or in the country at large, mi^ want to shed too many tears. Their real concern 
roust be with the prospects of governmental stability in Uttar Pradesh under Mr 
Charan Singh’s tutelage. On this no opinion can be hazarded at present. The 
tortuous techniques of political brinkmanship adopted by Mr Charan Singh to 
bring about a BK.D government under his chief ministership have not been such as 
to make him the most respected or most trusted politician in the state. This must 
go against him in any attempt, however sincere, which he may make in the future 
to inspire confidence in his bona fides among the political parties in the state or en¬ 
list their co-operation in performing the tasks of administration. Meanwhile, Mr 
C.B. Gupta has managed to live to fight another day. As for Mrs Gandhi, she 
has merely succeeded in confirming the widespread view of her as a schemer Who is 
more accomplished in undoing rather than doing things. 

Less exciting, but not less involved have been the goings-on in Bihar and 
Madhya Pradesh. In Bihar so many of the politicians of the old generation, 
irrespective of their particular party labels or affiliations, have been discredited by 
semi-judicial probings into their conduct while holding public offices of high res¬ 
ponsibility or trust that it may reasonably be concluded that, if this state is at all 
to have a dean and efficient administration, what would be relevant is not wbidi 
political party or political grouping has at last been able to form a ministry but 
what kind or quality of men have managed or may manage to become ministers in 
the government just formed by Mr Daroga Rai. The political scenario is not far 
different in Madhya Pradesh where, again, the problem is essentially one of un? 
principled in-ii^htii^ among politicians ceaselessly scheming for public office for 
the opportunities it h^olds out for the unclean and improper personal gains. That 
so much of the current power-struggle in Madhya Pradesh happens to be a 
domestic affair of the Indira Gandhi group of Congressmen, is perhaps the only 
feature of this sordid situation which may be considered to be entirely normal 
and natural. 

It may be odd but it is not altogether inexplicable that the Prime Minis¬ 
ter’s passion for a change of government or ministry is confined to Congress-ruled; 
states and is not being extended to, say. West Bengal or even Kerala. If there has, 
in fact, been a change of ministry in Kerala it has been almost wholly because of 
the internal strains which had developed within the former United Front ministry 
there which was led by the CP-M. As for West Bengal, Mr Y.B. Chavan has 
been at pains to make it clear that the Indira Gandhi Congress is not at all interes¬ 
ted in fishing in the troubled waters of Writers’ Buildings. It is, of course, only 
too obvious that this particular doctrine of non-intervention or non-interference 
owes less to the spirit of panchsheel than the need which Mrs Indira Gandhi’s 

K has for leftist support in Parliament on whatever terms this support may be 
oming. In odier words, the claims of stable and ^od government in the 
states seem to be among the least considered elements in the calculations of the 
present leadership at the centre, whether those claims arise in Uttar Pradesh or 
West Bengal. 

These obvious political diversions apart, ffie Indira Gandhi group in the 
central government seems to be relishing equally keenly the semi-political dutrac- 
tion created by ffio judgment of the Supreme Court invalidating the Act of 
1969 undgr which 14 major banks were nationalised. Since the original measure 
of nationalisation was <»soatialty politically motivated, the ordinance issued last 
wieelL ttatkmatising tbq concerned batUts once again, bat this time in the light of 
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tlw ImpUoUioos aM requironents of 
the Supieme CSoort^s verditt holding cer¬ 
tain proVisiotM of the earlier Act un- 
conititutional and bad in law, was en¬ 
tirety to be es^iected. 

It was, of course, too much to hope 
that the Prime Minister would abandon 
the policy of nationalisation of bankit^ 
merely b^use the Supreme Court had 
found fault with the details of legisla¬ 
tion, Nevertheless, it would be wrong 
to conclude that the judgment of the 
Supreme Court has made no material 
difference. Apart from the fact that 
the legality of the latest ordinance it¬ 
self could or may be called into ques¬ 
tion, the judgment of the Supreme 
Court has served to underline the rea¬ 
lity. vitality and importance of the 
freedoms, rights and safeguards to 
which the citizens of this country are 
entitled by virtue of the Constitution 
they have given unto themselves. We 
believe that the Supreme Court’s judg¬ 
ment on this occasion is a precious pro¬ 
nouncement. particularly in its' timeli¬ 
ness. since it has demonstrated to the 
citizens of this confry the essentiality 
and worth of the Fundamental Rights 
enshrined in the Constitution and this 
at a time when even those politicians and 
political parties who ought to know 
better seem disposed to try to tamper 
with these safeguards for parti.san poli¬ 
tical ends. However, there is still the 
disf^reeable fact that, from a strictly 
short-term point of view, the Supreme 
Court's judgment has given Mrs Indira 
Gandhi the political opportunity of 
issuing an ordinance which she and her 
group will, no doubt, exploit as yet an¬ 
other vindication of their commitment 
to a socialist programme. 

Thus, as the forthcoming budget ses¬ 
sion of Parliament opens, the Prime 
Minister and her group have raised a 
cloud of political dust which may come 
in the way of the public having a clear 
view of the challenges of the economic 
situation. It may still be not altogether 
easy for the present government at the 
centre to run away from the responsibi¬ 
lities of coping with the exacting de¬ 
mands of the national economy. This 
is for the simple reason that these de¬ 
mands arc so urgent that they cannot be 
denied. Whether Mrs Indira Gandhi 
and her advisers like it or not, there will 
necessarily be a considerable increase 
in public spending in the next financial 
year at central and state levels. In 
our estimate this increase would be of 
the order of about Rs 1,000 crores. 
This increase in public spending will 
naturally be reflected in the consequen¬ 
tial expansion of incomes and, there¬ 
fore, money supply in the community. 

It may be argued perhaps that, to the 
extent that a part of the increased pub* 
lie spending is financed, by taxation or 
public borrowing, there will be a dis- 
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infiationaiy iitflucffcai But since the 
government's efforts at tncreashvi its 
revenue by these tpmms are only de¬ 
signed to make a partial contribution to 
its commitments eff egnenditure, fiscal 
measures, such as admtknal taxation, 
will largely have the effect of transfer¬ 
ring incomes from one section of the 
community to another rather than cont- 
tolling the aggregate of incomes gene¬ 
rated or to be generated. This apart, 
a large part of the increase in public 
spending at central or state levels and 
indeed a large part of the entire^ of 
such public spending is apt to be of the 
non-productive or non-investment 
kind. The nation should therefore pre¬ 
pare itself for an aggravation of mone¬ 
tary pressures on the supply of goods 
and services and therefore of the price 

“V. B." will rasvme hto cofamui, 'The 
Modna nmier Writes’, next wedi. 

level. This developrhent is threatened 
at a time when a steady growth of creep¬ 
ing cost inflation is making its impact 
felt on the agricultural, industrial and 
service sectors of the economy. 

It may be said at once that it does not 
lie within the power of the Prime 
Minister or those who are advising her 
in the framing of the central budget to 
alter this outlook or even modify it 
considerably. Whatever the specifu; 
proposals of the forthcoming central 
budget may be, its basic diaracter is 
bound to be inflationary. All that it 
may be possible to do through a judici¬ 
ous ordering of the fiscal proposals of 
this budget would be to try to moderate 
the inflationary consequences which are 
to be expected. Mrs Gandhi, in other 
words, cannot avoid making a bid for 
more revenue to support her commit¬ 
ments of increased public spending. 
In the process she must necessarily 
court an activisation or accentuation of 
inflationary pressures. The only issue 
of practical interest or importance there¬ 
fore is whether the inflationary risk 
thus invited by her will be larger than 
it need be merely because of her lack 
of economic wisdom or her indulgence 
in partisan political opportunism. 
It follows that the major issues of 
economic stability and expansion which 
face the a)untry will be related to the 
specific decisions of the central budget 
only as consequences of policies emer¬ 
ging from other compulsions. 

Once it is conceded that the central 
budget and other parts of the forthcom¬ 
ing programme of public spending at 
central and state levels must, of neces¬ 
sity, be very conaderably inflationary, it 
becomes necessary fof us to ask what 
other steps can and fleliefore must be 
taken to defend the stability of the 
economy and promote its process of 
growth to the extent possiUe under the 




of artides of consumprioa of vai^g- 
drarees of importance. ’Ibis is behiff 
reflected in the prices of individtitt 
commodities as as the general 
ptkt level. It is not reasoiMble to ex- 
p^ that this trend could be reversed 
widiin the span of a budgetary yeat; 
What may probably be expected d dh»' 
forthcoming central budget is that its 
basic economic pdicies, as distinct 
from its spedfic fi^ prqMsals, should 
take a warning from this threat of an 
imbalance in the economy and try to 
reconstruct the economic climate in sudh 
a way that a positive beginning is now 
made towards a steady expansion of 
investment and production at a fast 
enough pace. 

From this point of view, what seems 
to be of particular importance now 
is the immediate removal of obstruc¬ 
tions to industrial growth, in the form 
of negative governmental attitudes, 
inefficient administrative procedures 
or perverse political prejudices. Last 
week the central government took 
a decision to liberalise industrial licens¬ 
ing so as to free large areas of new in¬ 
dustrialisation from negative or delay¬ 
ing administrative interference. We 
need more of this kind of reorienta¬ 
tion of the philosophy and practice of 
governmental planning. This is not 
to minimise the relevance of liberal 
fiscal policies, but we are convinced 
that nothing much can be expected in 
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puticiilw ditiii^on fioom the fMtln 
comtat ooitrat hw^et because of the 
prevail poUtkst dioumstiuioes. We 
woal4 Uterefore aow {dead rather f<>r 
more physical fnxdom for industrial 
crowtfa as the immediate prerequisite 
Mr the nation’s economic stability and 


progress, leaving it to the not4ooHiis> 
tant fiiture to bring about ocmditions in 
vibidt the government n^y be coa&> 
dentl^ expected to redesign its fiscal 
policies for serving more idfiMtively their 
basic purpose of encouraging and helping 
^e economy to grow faster. 


Consultancy for Steel Making 


TkiB Minister of State for Steel and 
Heavy Engineering, Mr K. C. Pant, 
observed at a press conference in the 
capital a few weeks ago that steel manu¬ 
facturing capacity in this country would 
have to be doubled in the next 10 years 
even if the overall economic growth of 
the country during the fourth and fifth 
Plan periods were to be only at the rate 
of about six per cent per annum. 
Subsequent to this observation, the 
fourth Plan provision for steel has been 
stepped up substantially. The Bokaro 
plant is now to be expanded to four 
million tonnes during the fourth Plan 
period without waiting for the comple¬ 
tion of the gestation period of the 17 
million tonnes capacity which is being 
currently set up. The Bhilai steelworks 
is to expanded to 4 2 million tonnes 
from 2-5 million tonnes. Preliminary 
work has also to be completed in regard 
to tihree additional steel plants in the 
public sector; for this a provision of 
Rs 110 crores is said to have been made 
in the revised draft of the fourth Plan. 
A more recent report suggests that deci¬ 
sion on setting up three new steel 
plants—one in the Goa-Hospet re¬ 
gion, the second in the Visakhapatnam- 
Bailadiila area and the third one at 
Salem in Tamil Nadu—would be taken 
soon. Some thought is as well being 
bestowed on the expansion of the alloy 
steel plant at Durgapur. 

In view of the above ambitious pro¬ 
gramme, it is natural that concerted 
attention should be paid to the streng¬ 
thening of the indigenous consultancy 
services for steel manufacture. It is 
indeed encouraging that the premier 
steel manufacturing undertaking in the 
country — the Hindustan Steel Ltd 
(HSL>—is gearing itself up to the task 

Formed in April, 1959, the Central 
Engineering and Designing Bureau 
'(CEDB) of the HSL has already built up 
a ^ood deal of expertise in regard to 
designing of steelworks. The complicat¬ 
ed tasks of the expansions of Rourkela 
steel plant from one million tonnes to 
1 8 million tonnes and of Durgapur 
steel works from one million tonnes to 
1*6 million tonnes were undertaken by 
it without foreign help. This bureau has 
also been closdjr associated with the 
expansion of Bhilai from one million 
tonnes to 2*5 million tonnes and has 


designed and engineered tjlie sixth blast 
f^urnaoe complex which is currently 
under construction at this plant. The 
feasibility reports for the expansion of 
Bhilai beyond 2.5 million tonnes ^d 
that of Durgapur from 1.6 million 
tonnes to 3.4 million tonnes as well 
have been prepared by the CEDB. 

Apart from these major jobs, the 
CEDB has successfully completed seve¬ 
ral smaller projects. These include the 
project reports of the special steel plate 
plant of the Ministry of Defence, the 
iron ore beneficiation plant at Barsua 
(for the supply of wasned fines to the 
sinter plant at Rourkela) and the dolo¬ 
mite mining and crushing plant at 
South Ghatitnagar. the project develop¬ 
ment plan for the Ramgarh complex of 
the National Coal Development Corpo¬ 
ration, the project report and technical 
specifications for the slag granulation 
plants at Rourkela and Durgapur, the 
detailed project reports for the installa¬ 
tion of steel making and rolling facilities 
at an ordnance factory, the second sin¬ 
tering plant at Bhilai and the technolo¬ 
gical improvements in the productivity 
of blast furnaces at all the three HSL 
steel plants. Further, the CEDB has 
prepared several feasibility reports. 
Among these are the installation of 
seamless steel tubes plant at Bhilai and 
the setting up of a new unit at Rourkela 
for the production of cold-rolled, grain- 
oriented electrical sheets. 

Several other services have also been 
rendered by the CEDB in its advirory 
capacity. These include: (ij feasibility 
report for the future development of 
Rourkela steelworks; (i7) preliminary 
report with two alternative proposals for 
the fourth Plan expansion of the alloy 
steels plant; {lit) scrutiny of the project 
report for the Bokaro steelworks; (/v) 
preparation of a report for the Govern¬ 
ment of India on setting up pig iron 
plants; and (v) intensive study of steel 
scrap availability on all-India basis and 
the feasibility of setting up electric fur¬ 
naces or continuous casting plants for 
the production of billets. Another sig¬ 
nificant S(^me being looked into by the 
CEDB concerns the direct redaction 
process of making steel. 

With a view to strengthening its ser¬ 
vices, the CEDB has entered into two 
importmt foreign cotiaboratton agree¬ 


ments. The first is with tlw West Ger¬ 
man concern, Dr. C Ottp, fbr building 
of coke oven batteries. Tbi Second is 
with the United Engineering and Foun¬ 
dry Company of the UnitM States for 
the complete designing of all types of 
rolling milts. As a result of the latter 
agrwment, it is hoped that the HSL- 
United will in course of time become 
one of the leading manufacturers of the 
rolling mills in the world in the same 
way as the Devy-Uniied of Britain 
and the Shibaura-United of Japan. 
Following the signing of the agreement 
with the United Engineering, a number 
of inquiries are said to have already . 
been received by the CEDB both from 
within the country and abroad. The 
foreign inquiries are said to be from the 
UA^ Indonesia and Singapore. A 
third agreement is now proposed to be 
signed with the Russian concern GTP- 
ROMEZ. Unlike the agreements with 
Otto and United Engineering which 
are for specific purposes, the agreement 
with GIPROM^ IS envisaged to be an 
omnibus one. covering every stage of 
steel making. The idea behind entering 
into the three agreements is to equip 
the CEDB for detailed engineering 
work of equipment which is considered 
to be a major lacuna in its services at 
present. 

The proposed agreemmt with GIP- 
ROMEZ incidentally has come in for 
a good deal of <»riticism. The critics 
fear that it will give a lever in the hands 
of Russians to dominate our steel in¬ 
dustry. Citing the example of western 
countries, they point out that consul¬ 
tancy services should remain content 
with drawing up of detailed project 
reports which lay down the broad para^ 
meters of plants to be set up. Detailed 
engineering of equipment, they argue, 
is a field which should be the preserve 
of equipment manufacturers. Even the 
Barve Committee, which went into the 
question of acquisition of foreign know¬ 
how for equipment manufacture, in its 
draft report, it may be recalled, favour¬ 
ed the western model. 

But are our engineering units in a 
position to undertake the job of detail¬ 
ed designing of equipment? The most 
important unit to produce equipment 
for the steel industry is the Heavy 
Engineering Corporation, Ranchi. Ibis 
corporation is having too many head¬ 
aches to allow it to develop detailed 
engineering of equipment. The private 
sector units also have yet to show adeq¬ 
uate initiative in organising their equip¬ 
ment engineering bureaux. In the imme¬ 
diate future, if the services of the indi¬ 
genous fabricators of equipment are to 
be utilised to the maximum, the task 
of detailed engineering of equipment 
has to be performed by the consultants. 
The CEDB has an added advantage in 
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this respect as it can upon Oie 
unique experience of the HSL which 
has three steel plants set up in coUabo* 
ration with three different countries— 
West Germany, the United Kingdom 
and the USSR. As the equipment manu¬ 
facturers develop their own engineering 
services in course of time, the CEDB 
can shed this part of activity. There 
should not be any difficulty in absorb¬ 


ing the CEDB personnel, who mi^t 
become rebundant at a result of ws 
arrangement, in die HEC design and 
engineering set-^ as both are public 
sector undertakings located at the same 
place. The blanket agreement with GIP- 
ROMEZ, it is hoped, will not make the 
CEDB complacent about developing its 
own techniques to suit the specific 
conditions of the country. 


A Tall Tower at Kota 


The uhea plant of the Shrirani Group 
at Kota which was formally inaugurated 
by the Prime Minister, Mrs Indira 
Gandhi, on February 9, is one of the 
finest examples of Indo-Japanese colla¬ 
boration. It was completed in less than 
two years and the credit for this achive- 
ment goes to the co-operative effort 
of both the Indian and Japane.se en¬ 
gineers. The technical collaborators 
were Mitsubishi Shoji Kaisha, a trading 
company of the famous Mitsubhishi 
Combine and Chiyoda Chemical En¬ 
gineering and Construction Company 
Limited of Tsurumi, Yokohama. While 
Mitsubishi supplied the plant, Chiyoda 
designed and engineered it. Mitsubishi 
has also supplied a power plant of 35 
MW capacity (so that the urea plant 
relies upon its own power unit) and a 
demineralised water treatment plant of 
160 tonnes per hour capacity. Mr 
Charat Ram, Managing Director of 
Shriram Chemical Industries, under, 
whose able guidance the plant was set 
up, paid generous tribute to the Japa¬ 
nese technicians in his address at the 
inaugural function. He said that the 
Japanese technicians had worked 
shoulder to shoulder with Indian wor¬ 
kers in order to complete this plant in 
record time. At present, the plant is 
being operated wholly by Indian en¬ 
gineers. 

The factory has already attained its 
full-rated capacity of 700 tonnes of 
urea a day. As urea contains 46.2 per 
cent nitrogen, the annual contribution 
of this plant will be 110,000 tonnes of 
nitrogen. In a full year, it will save the 
country foreign exchange equivalent to 
Rs 18 crores through import substitu¬ 
tion. What is more, urea produced by 
it will result in increasing foodgrain 
production by as much as 1.1 million 
tonnes worth more than Rs 80 crores a 
year. Thus this plant will play a very 
useful role in accelerating the green 
revolution in Rajasthan and the other 
neighbouring states such as Jammu and 
Kashmir, Punjab, Haryana. Himachal 
Pradesh. Uttar Pradesh and Madhya 
Pradesh. 

An interesting aspect of the construc¬ 
tion of the Kota plant is the application 
of modem techniques such as PERT 


(Programme Evaluation Review Tech¬ 
nique) by engineers and managers of 
this unit. Tata Consulting Engineers 
were the local consultants of the pro¬ 
ject but it will not be easy to assess the 
burdens borne by the engineers of the 
company who faced all challenges 
cheerfully. The management had, after 
seeking foreign collaborations, arranged 
to provide for its engineers to undergo 
training in Japan, the Netherlands and 
Denmark so as to be able to mn their 
own units efficiently. While the plant 
is no doubt a tribute to the engineering 
and operating skills of Indian as well as 
Japanese engineers, its completion owes 
much to international co-operation as 
the unit employs process knowhow from 
Denmark and Holland and design and 
plant from Japan. Incidentally, this plant 
is one of the world’s largest single 
stream urea plants producing 450 
tonnes of ammonia and 700 tonnes 
spray grade urea every day. Technologi¬ 
cally it is considered to be one of the 
most advanced plants in the world. 


Inddentally, is die laiaest t^eodeal 

S ilmt set up by tbe IStunnoi Group, 
n Kota, ffiis is the third factory of thw 
group, the other two being Shriram 
Vinyl and Chemical Industries (1963) 
and Shriram Rayons (1965). 

It is necessary to emphasise here 
that no foreign financial collaboration 
was sought by tbe management in the 
setting up of this plant. It follows that 
no profits or divi^ds are requited to 
be remitted to foreign collaborators. 
Again the cost in terms of foreign ex¬ 
change for imported i^nt and ^uip- 
ment was about Rs 16 crores which is 
claimed to be the lowest for a plant of 
this size. The cost of importing plant 
and equifanent will be more than met 
by foreign exchange saving through im¬ 
port substitution in the very first year 
of its operation. Mr Charat Ram, in his 
speech at the inauguration ceremony, 
made a useful suggestion to the Go¬ 
vernment of India. He said that foreign 
exchange from the free pool should, be 
allowed for the establishment of ferti¬ 
liser plants. According to his reckoning 
an average-sized plant needed foreign, 
exchange equivalent to Rs 20 crores and 
if the government set apart every year 
a sum of Rs 40 crores for this purpose, 
it will be possible to construct two such 
plants and obviate all the embarrass¬ 
ment which our country has faced while 
seeking foreign collaborations. 

The management of this plant has 
chalked out a programme of educating 
the farmer in regard to the use of chemi¬ 
cal fertilisers. It has evolved a non- 
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profit sciMine (to be called Shriram Mr Sukhadia, Chief Minister of Rajas> 

KJtad Programme) for this purpose,, than, and the Prime Minister, Mrs 

which .will be run by several hundred ' Indira Gandhi, were unanimous in one 

expKbi and demonstrators in the states respect and that is that the controversy 

of Punjjab, Haryana, Rajasthan, regwxling the roles of the public and 

Uttar Pradesh and Madhya Pradesh, private sectors is sterile. There is work 

These experts will move from district enough in this field for both the sec* 

to district and conduct fVee demons- tors and also the joint sector. The Prime 

trations and soil analyses. Thus the Minister emphasised that at the end of 

management is not limiting its efforts to the fourth-five year Plan period, there is 

direct marketing sales but has also likely to be a shortage of 1.5 million 

taken upon itself the responsibility to tonnes of nitrogen and nearly a million 

popularise the use of urea which is tonnes of phosphate. Instead of wasting 

relatively a new type of fertiliser. time and effort in useless controversies, 

it is more relevant that the available 
The speeches made at the inaugura- talent in the country should be fully 
tion of the Kota plant by Dr Bharat harnessed, so as to increase the produc- 
Ram, Chairman of the DCM Group, tion of fertilisers to equal the demand. 

Wanted: A Policy for Exports 


While we ought to feel gratified when¬ 
ever we achieve something big, we must 
not allow ourselves to become compla¬ 
cent with even a slight reversal of a 
trend or the first sign of some improve- 
mein|t, as we seem to be doing in recent 
yeab. It was not very long ago that we 
flattered ourselves about our record 
export performance during 1968-69 
as a major break-through. Almost 
within months of this claim, as though 
struck by an evil eye, there followed 
an alarming decline in the growth 
rate in our exports. On February 
6, 1970, Mr B.R. Bhugat, Minister of 
Foreign Trade, could not resist the 
temptation again to wax eloquent, 
about our export performance on the 
basis of but oife month’s figures. True, 
at Rs 118 crores, the exports in Decem¬ 
ber, 1969, amounted to a higher figure 
than either in November 1969 (Rs 105 
crores) or in December. 1968 (Rs 110 
crores). May be, again, the overall 
growth rate for the period April, 1969, 
to January, 1970, is 1.6 per cent; as 
against 0^.8 per cent at one time. But 
do these two features by themselves 
warrant all the crowing about exports 
that Mr Bhagat indulged in? To most 
people, they certainly do not. Nor can 
one fully endorse all the reasons for the 
recent deceleration of our exports that 
Mr Bhagat gave. Besides, some other 
reasons that have adversely affected our 
exports also were not mentioned by 
him. 

One of the reasons, in fact the first 
reason listed by the Minister of Foreign 
Trade was “world-wide decline in 
buoyant trading conditions last year.” 
According to the OECD report, how¬ 
ever, 1969 was one of the best years for 
the world trade which expanded by 
16 per cent. Our country’s share in 
world trade, on the contrary, declined 
from 0.8 per cent to 0.7 per cent, while 
its position in the interaattonal list of 
trading-haffons'dropped from the 15th 


to the 22nd. "The growth rale of out 
exports tumbled down from 13'6 per 
cent in 1968-69 to less than one per 
cent during April-November. 1969,’’ 
according to Mr C.C. Jhaveri, President 
of the All-India Exporters’ Chamber. 

If it was Mr Bhagat’s intention to 
make the point that the crash export 
programme for an additional increase of 
Rs 60-70 crores during the remaining 
period of 1969-70 adopted on December 
15, 1969. needed to attain the annual 
export rise target of seven per cent, 
has begun to yield results, it is a diffe¬ 
rent matter. For both the December, 
1969 export figure and the total ex¬ 
ports of engineering goods from April, 
1969, to January, 1970, (which were put 
down by him as being Rs 81 crores above 
the total exports of engineering goods 
for the whole of 1968-69) make distinct¬ 
ly encouraging reading. But, even here, 
the encouraging trend serves further to 
underscore the past neglect on the part 
of the authorities. As early as in 
March, 1968, industrial and trade orga¬ 
nisations had drawn their pointed at¬ 
tention to both the rising domestic and 
overseas demand for engineering goods 
and the shortage in several categories 
of steel and billets, and yet they did 
not care to make any advance assess¬ 
ment of what the export target for the 
engineering industry (Rs 110 crores 
according to Mr Jhaveri and Rs 100 
crores as per Mr Bhagat) would involve 
in terms of steel and billets. 

It is a debatable point whether 
these shortages have been or can 
be overcome by utilisation of 
idle industrial capacity (one of 
the several steps taken by the govern¬ 
ment as part of the crash programme 
listed by; Mr Bhagat) alone, inasmuch 
as thesd shortagps represent malad- 
justmmits in tlte pattern of our industrial 
productiDR and reflect iflie misguided 
tenets of social justice as witness the 


government's obsession with mono¬ 
polies and targe industrial houses and 
its licensing policy which "stifles en¬ 
thusiasm, creates confusion, frif^tens 
new capita) investment and hinders the 
generation of saving and productive 
investment of resources’’. To put it 
• differently as Mr Jhaveri has done, 
verily, “the growth of exports is .suffer¬ 
ing from causes that are no less politi¬ 
cal than economic.’* 

Mr Bhagat also spoke of "expeditious 
movement of export consignments.’’ 
But how can this become a practicable 
proposition so long as the prevailing 
conflict of objectives at policy in 
respect of .such issues as expansion of 
capacity and export duty is not resolved? 
Whereas Mr Bhagat’s ministry treats 
export duty as an instrument to main¬ 
tain the unit value of a given commo¬ 
dity, the Finance Ministry regards it as 
an additional source of revenue. No 
wonder that the former’s proposal for 
any reduction in export duty j^nerally 
meets with so much resistance at the 
hands of the Finance Ministry. 

It is quite true as Mr Bhagat said, 
that the growth of internal demand for 
certain goods has reduced their avail¬ 
ability for exports. But this was not, 
or could not have been altogether un¬ 
expected. The shortages that have now 
been allowed to develop could have 
been averted, had suitable .steps re¬ 
quired to step up exportable surpluses 
been taken in time. One of these was to 
ensure adequate capital investment and 
the requisite rate of industrial growth. 
Instead, we have been having restraints 
on capacity that not only hamper pro¬ 
duction but also hinder industries from 
achieving economics of scale of produc¬ 
tion. But Mr Bhagat has conveniently 
forgotten to refer to any of these in¬ 
hibiting factors. 

An ambitious programme of export 
promotion needs more than a msolution 
on a crash programme and we would 
commend to Mr Bhagat the presidential 
address of Mr Jhaveri at the latest six- 
monthly meeting of the All-India Ex¬ 
porters’ Chamber which deals so com¬ 
prehensively with this subject. In parti¬ 
cular, we would endorse his plea for 
early adoption of an export policy reso¬ 
lution and his proposal for a long-term 
flexible export strategy. There is plenty 
of other relevant material too for study 
by anyone who is keen oh raising 
the rate of our exports — whether it be 
the composition or the direction of our 
trade or the different approaches need¬ 
ed in dealing with different regions or 
under varying circumstances, ^me of 
the suggestions made by Mr Jhaveri 
are as pertinent as they are pragmatic 
and deserve to be caiefbUy considered 
and promptly implemented. 



256 EASTERN ECONOMIST 


The State and the Economic Life 

DR A- APPAOORAI 


To WHAT extent should the state inter¬ 
vene in economic life in a developing 
country such as India, in which millions 
of people do not yet have the minimum 
requirements of life - food, clothing, 
shelter, medical treatment and educa¬ 
tion—and adequate employment to ena¬ 
ble them to procure these by their own 
labour ? Recent pronouncements by 
three political parties — the ruling 
Congress (at Bombay), the organiza¬ 
tion Congress (at Ahmedabad) and the 
Jana Sangh (at Patna) are worth exa¬ 
mination in respect of their attitude to 
this basic question. We need remind 
ourselves also of the fact that they are 
all committed, as the Indian Parlia¬ 
ment is, to the socialist pattern of so¬ 
ciety. 

An analysis of the resolutions on 
economic policy passed at Ahmedabad, 
Bombay and Patna should begin with 
the observation that the common man 
is aware of their limitations : these are 
emotional in content and are meant to 
catch the potential vote: similar state¬ 
ments have been made before with little 
appreciable result. Even so, these pro- 
nounccncnts have their impact : they 
indicate the ti*end of thinking in political 
circles, and the common man may be 
trusted in due course to ask those in 
authority through methods open to 
him to implement some, if not all. the 
ideas so that his economic lot may be 
improved. A revolution in rising ex¬ 
pectations is a political dynamite which 
can be ignored by the nation only at 
its peril. 1 shall first indicate the simi¬ 
larities and then the diflerences and 
finally examine whether these appro¬ 
aches will solve the basic issue, 
namely : What is the place of the slate 
in making possible optimum produc¬ 
tion and equitable distribution ? 

Common Ground 

It is remarkable how much the three 
political parties agree on fundamentals. 
The four following points stressed in 
the Bombay resolution arc common 
ground 

1. To obtain a rapid rate of econcunic 
growth in which prior consideration is 
given to the income groups farthest re¬ 
moved from the national minimum 
resting to basic needs ; 

2. To bring about a basic change in 
the existing economic relationship in 


society with a view of eliminating the 
exploitation of the weaker by the do¬ 
minant ; 

3. To reshai>c the economic struc¬ 
ture in a way which will yield maximum 
production without allowing the emer¬ 
gence of private monopolies and growth 
of concentration of wealth and eco¬ 
nomic power : 

4. To increase employment signi¬ 
ficantly and in such a manner as will 
result in fuller utilization of manpower 
which is one of the most important 
productive resources of the society. 

Similar Approach 

Planning of economic life by the 
stale must, therefore, continue; eco¬ 
nomic inequalities must be reduced and, 
incidentally, the flamboyant display 
of material possessions must be curbed: 
employment opportunities must be in¬ 
creased considerably; land reforms al¬ 
ready enacted must be implemented 
quickly so that the actual tiller of the 
soil may have, through security of 
tenure, the inducement needed to pro¬ 
vide optimum production; the needs of 
agriculture such as irrigation, credit, 
better seeds and modern methods of 
cultivation must receive priority in 
attention; co-operatives must be en¬ 
couraged: the establishment of a net¬ 
work of agro-based and small industries 
in rural areas is essential to provide 
more employment ; surplus land must 
be distributed to landless labour: con¬ 
centration of economic power must be 
prevented : the efficiency of public 
sector enterprises must be improved; 
indusiral workers should be allowed 
opportunities for participation in the 
management of industries; simplifi¬ 
cation of taxation laws with a view to 
plugging loopholes, checking evasion 
and realizing arrears is imperative and 
a crash programme for mass housing 
through provision of land sites and easy 
loans from financial institutions, es¬ 
pecially to people of low and middle- 
income groups, is overdue. 

In indicating the diflerences of app¬ 
roach. perhaps the most striking point 
is that the differences of the programmes 
of the two Congress parties ^re less than 
the differences betwesen their program¬ 
mes and that of the Jana Sangh. Thus 
both the Congress parties are concer¬ 
ned with urban problems as well as 
rural; they express their concern for the 
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welfare of children and would like the 
state to initiate action with a view to 
promoting their welfare. The Jana 
Sangh is silent on these issues. The two 
Congress parties emphasize that the 
public sector must continue to expand. 
Thus the Bombay Congress calls for 
nationalization of general insurance, asks 
for the taking up by the public sector of 
wholesale trade and procurement of ma* 
jor agricultural commodities as well 
*as the bulk of the import trade of raw 
materials. The Bombay Congress “has 
accepted social ownership and direction 
of the commanding heights of the eco¬ 
nomy. The public sector must conti¬ 
nue to expand and immediate steps have 
to be taken to create a competent eco¬ 
nomic cadre to manage public under¬ 
takings.” The old Congress would 
go so far as to suggest other measures 
“including capital levy” to abridge in¬ 
equalities. The new Congress is more 
explicit against concentration of eco¬ 
nomic power than the old one; the old 
is more explicit in emphasizing that 
“tests of performance and productivity 
must be fully met by labour”, whether 
in the private or public sector. The 
old Congress is also more aware of the 
complementary nature of the public 
and private sectors: both must justify 
themselves by improved productivity 
and their sense of social responsibility 
and “both should be fully enabled to 
discharge their respective roles which 
are complementary.” 

The Jana Sangh. understandably, 
would not emphasize the role of 
the public sector. The programme, 
according to the leaders themselves, 
was only a restatement if not amplifica¬ 
tion of the Sangh’s basic policy favou¬ 
ring diffused enterprise as opposed to 
concentration of economic power in 
the hands of an individual, group or 
the state; the ninth point in their pub¬ 
lished programme asks for withdrawal 
of all restrictions jn the case of indus¬ 
tries, except where foreign exchange is 
involved or where there is threat of 
monopolistic tendencies. 

The Basic Issue 

Let it be stated clearly that the essen¬ 
ce of socialism, which the country has 
accepted as its goal, is the organization 
of the economic and the political life 
in society in such a way that economic 
equality, economic security, and eco¬ 
nomic freedom are achieved for the 
mass of the people ; their achievement 
presuppases that the physical and hu« 
man resources are so used as to result 
in optimum production. The socialist 
organisation of society will inevitably 
find place for public enterprise, co-ope-* 
ration, and private enterprise. 

Our task is to define the spheies pf 
each of these having regard to the Stage 
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of economic growth the society has 
reached, the moral and technical com* 
petence of the personnel available, the 
incentives available to keep production 
at the optimum level, and the willing* 
ness and the capacity of the citizens to 
shoulder the burdens which are inevita¬ 
bly implied in running any form of 
enterpnse with an eye to optimum pro¬ 
duction, economic security and econo¬ 
mic fre^om. Further, none of these 
three goals should be ignored at the 
expense of the others. 

In the context of this discussion, the 
statement made by the president of the 
ruling Congress that “distribution is 
more important than production’* does 
not make sense. Obviously to say that 
we must distribute before we produce 
is not meaningful. It has been rightly 
said that even if all the surplus income 
and wealth of richer persons were dis¬ 
tributed to persons of lesser means, it 
would not make an appreciable change 
in the eradication of poverty. The only 
panacea is the optimum utilization of 
manpower resources, the increase of 
their efficiency through proper trai¬ 
ning, the discovery of entreprenurial 
talent and the provision of incentives 
for greater and greater productivity. 
Slogans like “distribution is more im¬ 
portant than production” do not go 
to the root of the problem. 

Nouveau Riche 

There is one aspect of distribution, 
however, on which a word may be 
said. Since the attainment of ind^ 
pendence, a new rich elite of politi¬ 
cians using political power to enrich 
themselves is dearly visible on this 
horizon, of ministers, and parliamen¬ 
tarians leading an affluent life. It is 
no doubt a small class, but still a clearly 
visible one. The increase of allowances 
given by parliamentarians to themselves 
at the last session of Parliament is one 
glaring illustration of this trend, not to 
speak of the illicit gains of politicians 
as commented on by the one-man 
commission in Bihar which sat in 
judgment on the allegations of corrup¬ 
tion by former ministers. 

Slogans like “In a socialist society, 
the public sector is more important 
than the private sector”, “Quit Poverty” 
and “Distribution is more important 
than production” cloud clear- thinking 
and raise hopes which are difficult to 
fulfil A pragmatic approach to social 
and economic problems is the best; 
Jawaharlal Nehru, whom we often pro¬ 
fess to follow, had the good sense to 
follow that approach. In a speech 
ilelivered in 1957, he outlined his app¬ 
roach thus: 
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like to say the country’s approach 
should be, rather a pragmatic app¬ 
roach in considering the problem 
and I want to forget the “ism” 
attached to it. Our problem today 
is to raise the standard of the masses, 
supply them with their needs, give 
them the wherewithal to lead a 
decent life, and help them to pro¬ 
gress and advance in life not only 
in regard to material things but in 
regard to cultural and spiritual 
things also. What will happen in 
the distant future I do not know, 
but 1 should like to set them on the 
right road and 1 do not care what 
“ism” it is that helps me to set them 
on that road, provided I do it.* 

In such a pragmatic approach, as the 
Prime Minister recently declared, there 
is ample scope for the public and the 
private sectors; the declaration of the 
Bombay Congress that “it is necessary 
to enlarge the role and scope of the 
public sector” is meaningless. What is 
meaningful is: if the public sector, in a 
concrete situation, will deliver the goods, 
by all means employ it for the purpose; 
but in a different situation, if the public 
sector will not deliver the goods, dis¬ 
card it. The time-honoured principles 
of state intervention in economic life 
are: the state should prevent fraud and 
exploitation in economic life, and with 
this end in view regulate it suitably; 
provide the political climate in which 
individual initiative can develop; un¬ 
dertake those projects which the slate 
alone can, with its resources, undertake, 
and which may not be undertaken by 
private agency due to the vast resources 
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required. A huge steel mill like Bo- 
karo is clearly within the state field, 
not the private; and above all, aid indi- 
viduaJs, as the state is doing in India in 
respect of farmers, in the better pursuit 
of their calling. To aid, watch, control 
and regulate production and distribu¬ 
tion in order to prevent exploilation, 
and to undertake production in field,s 
which are clearly unsuitable for private 
agency is itself a mighty task; the more 
the state restricts itself to this mighty 
task the greater will it promote the 
economic health of the nation. 

In stating the principles thus, let it 
be finally noted, we arc not going as far 
as Gandhi, the Father of the Nation, 
would have liked to go in limiting the 
functions of the state: He was of the 
view that that government is best which 
governs least. Too much state inter¬ 
ference, Gandhi stressed, destroys 
individuality. He looked upon an in¬ 
crease in the power of the state with the 
greatest fear, for, he wrote,t although 
it apparently docs good by minimizing 
exploitation, it does the greatest ham 
by destroying individuality which lies 
at the root of all progress. Nor are 
wc accepting Jayaprakash Narayan’s 
extreme view of “people’s socialism”. 
He wrote in 1959 : 

Speaking as a socialist, I would put 

it thus : the rememdy is to create 


• Jawaharlal Nehru*s Speeches: Vol. 1 (2nd 
Edition, Delhi, The Publication Division, Go¬ 
vernment of India, 1958), Pp. 140-43. 

t Modern Review, 1935, p, 413. 
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I am not enamoured of these “isms” 
and my approach is, and I should 
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aad develop forms of socialist li¬ 
ving through the voluntary'endea¬ 
vour of the people rather than seek 
to establish socialism by the use of 
the power of the state. In other 
words, the remedy is to establish 
people\s socialism rather than state 
socialism^ Sarvodaya is people's 
vsocialism.* 

The principle of the mean is the safest 
one; society is ill ordered not only 
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when liberty and equality are extinct, 
but when the citizens carry them too 
far. The landlord of the Rainbow” 
in Silos Manier had firmly grasped 
this truth when, after having listened 
to iundreds of political discussions, he 
framed his formula; “The truth lies 
between you: you’re both right and 
both wrong, as I always say.” 

• Jayaprakash Narayan, From 
Socialism to Sarvodaya, p.39. 


The Case of Indian Stock Exchanges 


SHRIKRISHNA VANJARI 

Thi- Aumkoabad, Bombay, Calcutta have presented the ease against prohibi- 
and Madras stock exchanges, in a re- tion of forward trading and put forward 
cent joint memorandum addressed to proposals for resumption of for- 
Prime Minister, Mrs Indira Gandhi, ward clearing suspended by the Govern- 


Taijlh I 

JOINT-STOCK CAPITAL QUOTED ON STOCK EXCHANGES 
IN INDIA 


Item 

Year 

1946 

(Rs 

crores) 

Year 

1968 

(Rs 

crores/ 

Increase 
in 1968 
over 1946 
(Percentage) 

1. Paid-up capital of 

(a) Non-govt, public limited 
companies 

(bj Listed companies 

306.00 

270.40 

1,471.00 

1,344.50 

381 

397 

2. Market value of paid-up capital of 
listed companies 

971.00 

1,697.00 

75 

3. Average paid-up capital per listed 
company 

0.24 

0.86 

258 

4. Average market value of paid-up capi¬ 
tal per listed company 

0.86 

1.09 

27 

5. Paid-up capital of listed companies as 
percentage of paid-up capital of non- 
govi, public limited companies—1(b) 
as of 1(a) 

88 per cent 

91 percent 



Tabli JI 


NEW CAPITAL iSSlfES DURING THE FIVE-YEAR PLANS 

(Rs croresj 


Plan 

Period 

Initial 

Further 

Debenture 

Total 



issues 

issues 

issues 


l^irst Plan 

1951-1955 

- 


__ 

142.68 

Second Plan 

1956-1960 

58.93 

102.36 

44.15 

258.14 

Third Plan 

1961-65 

148.57 

149.46 

109.46 

407.29 

Annual plans 

1966-68 

53.28 

82.91 

68.53 

' 204.72 

Totai 

1957-68 

260.58 

334.73 

222.14 

817.45 

Tr>rAL 

1951-68 




1.012.83 
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ment of India in June 1969, in an abrupt 
manner, on the ground of steep rise 
in share prices in the first half of 196^ 
and ‘cornering' of shares. 

A part of the rapid rise in prices of 
shares, according to the stock exchanges, 
was nothing else but a natural rebound 
of prices on return to normalcy. An¬ 
other part reflected the remarkable 
improvement in the general economy, 
the progress of the joint-stock sector 
and the excellent corporate results 
actually achieved. 

It would, therefore, be interesting to 
summarise the facts and arguments 
presented, along with concrete pro¬ 
posals, including amendments to the 
existing regulations introduced for 
smooth and orderly operations in the 
country's slock exchanges that are 
calculated to deal with and prevent any 
disturbance of the kind cited as justifi¬ 
cation for suspension of the forward 
market in the stock exchanges. 

Important Constituent 

The stock exchanges claim to be an 
important constituent of the capital 
market that has been directly or tndi- 
directly helping in the capital formation 
by providing a market for the purchase 
and sale of stocks, shares and securities 
and also as a forum for promotion of 
new issues of capital. 

Table I shows, at a glance, the posi¬ 
tion of joint-stock capital quoted on 
stock exchanges in India before and 
after Independence. 

In 1946, the paid-up capital of com¬ 
panies listed on the stock exchanges 
amounted to only Rs 270 crores; it incr¬ 
eased, at the close of 1968, to Rsl345 
crores, a rise of nearly 400 per cent. 
During the same period, the market 
value of the paid-up capital increased 
by 75 per cent from Rs 971 crores to 
Rs 1,697 crores. 

The stock exchanges also mobilised 
savings and channelled them directly 
in the new issue of capital, thus accele¬ 
rating the economic development of the 
country. The position of new capital 
issued during the three five-year Plans 
and also the annual plans for 1966-67 
and 1967-68 is given in Table 11. 

At the same time, members of these 
stock exchanges, acting as secuiity 
brokers, assisted the Reserve Bank of 
India in floating public loans and facili¬ 
tating their distribution through open- 
market operations. The saving channel¬ 
led in the gilt-edged securities represen¬ 
ting the public sector was estimated at 
Rs 115 crores during the first Plan, Rs 
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TOO cfores during the second Finn, fourth Plan. The position of public 
Rs 800 crores during the Uiird Plan and debts during the plan periods is given 
it is tp be Rs 1,500 crores during the in Table III 


Table III 

PUBLIC DEBT DURING THE FIVE-YEAR PLANS 

(Rs Crores; 


Plan 

Period 

Net 

market 

borrowings 

Net 
cash 
receipts 
from the 
public* 

Open 
market 
sales to 
public 

Net 

absorption 
by the 
public 
(2 plus 3) 



1 

2 

3 

4 

First Plan 

1951-52 to 
1955-56 

177.2 

192.3 

97.6 

289.9 

Second Plan 

1956-57 tO' 

746.9 

367.3 

90.6 

457.9 

Third Plan 

1960- 61 

1961- 62 to 
19$5-66 

877.7 

477.8 

.-56.0 

533.8 

Annual Plans 

1966-67 to 
1968-69 

490.3 

299.0 

209.4 

508.3 

Total 

1951-52 to 
1968-69 

2,292.1 

1,336.4 

453.5 

1,789.9 


^Excluding the Reserve Bank of India and central and state governments. 


Table IV 


SHARE OWNERSHIP OF 189 COMPANIES LISTED IN BOMBAY. 
CALCUTTA, AND MADRAS STOCK EXCHANGES : DECEMBER1965 


Category of Owners 

No. of 
shareholders 
(Accounts; 

Percentage 
to total 

Paid-up 
value of 
holdings 
(Rs crores; 

Percentage 
to total 

Individuals (including joint 

holdings) 

10,64,775 

98.98 

192.65 

45.58 

Joint stock companies 

4,909 

0.46 

138.46 

32.76 

Financial institutions 

3,222 

0.29 

78.31 

18.53 

Trusts & charitable insti- 

tutions 

2,134 

0.20 

5.41 

1.28 

Government & semi- 

government bodies 

Others 

90 

0.01 

7.14 

1.69 

652 

0.06 

0.73 

0.16 

TOtAL 

10,75,782 

100.00 

422.70 

100.00 


Table V 

GROWTH IN NUMBER AND HOLDINGS OF SHAREHOLDERS IN 
COMPANIES LBTED ON BOMBAY, CALCUTTA AND 
MADRAS STOCK EXCHANGES 


Size of holdings No. of shareholders Increase Value of share- Increase 


(Rs) (No. of accounts) in holdings in in 

in 1965 1965 

--over-over 

1959 1965 1959 1959 1965 1959 

% (Rs crores) % 


1— 1,000 

2,22,480 

2.66,729 

20 

11.21 

13.83 

23 

1,001— 5,000 

86.987 

1,15,311 

33 

21.14 

26.99 

28 

5,001—10,000 

13,848 

17,102 

24 

10.08 

12.35 

23 

10,001—25,000 

6,759 

7,964 

18 

10.52 

12.22 

16 

25,001—50,000 

1,595 

1,751 

10 

5.44 

6.03 

11 

Above 50,000 

858 

900 

5 

14.35 

14.47 

1 

Total 

3.32,497 

4,09,757 

23 

72.74 

85.89 

18 


As these figures show, the stock ex-* 
changes have made a significant contri¬ 
bution to the success of the govern¬ 
ment's borrowing programmes for 
financing the five-year Plans and pub¬ 
lic sector undertakings. 

Another important aspect of the situa¬ 
tion is that investment in stoelts and 
shares has been democratised and has 
ceased to be the kind of monopoly it 
had been before of a small and priviJe- 
class and groups of persons. The 
investors and holders of joint-stock 
company shares now include a fairly 
larii^ number of small and middle class 
individuals. Table IV shows the position 
of ownership of shares of 189 joint- 
stock companies listed in the Bombay, 
Calcutta and Madras stock exchanges: 

RBI Survey 

According to a survey conducted by 
the Reserve Bank of India, the total 
equity capital of Rs 423 crores of 189 
companies listed in Bombay, Calcutta 
and Madras stock exchanges was owned 
by nearly 11 lakh shareholders at 
the end of December, 1965. The paid- 
up capital had amounted to one-half 
of the total equity capital listed on these 
three stock exchanges and its market 
value had represented about three- 
fifths of the total market value. TTie 
total number of book shareholders 
might be estimated at about two 
million. 

How, between 1959 and 1969, the 
total number of individual holdings in 
48 companies increased by 23 per cent 
and, simultaneously, the paid-up value 
of individual holdings increased by 18 
per cent can be seen from Table V. 

It is significant to note that 94 per 
cent of the increase in the number of 
new holdings was in the size-range be¬ 
low Rs 5,(KK) which accounted for 64 
per cent of the increase in the paid-up 
value. 

The stock exchanges provide an 
orderly market, liquidity and free nego¬ 
tiability of shares and securities which 
are of vital interest if investment is to 
grow and expand throughout the coun¬ 
try. 

The government notification dated 
June 27, 1969, and issued under section 
16 of the Securities Contracts (Regula¬ 
tion) Act, 1956, had prohibited forward 
trading in shares at all the stock ex¬ 
changes. A government press release 
issued simultaneously had explained 
that the ban was imposed to curb 
‘certain unhealthy trends (that; have 
been developing of late in the shares and 
securities business'. The main reasons 
put forward by government in support 
of prohibition of forward trading of 
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shares arc;—(I) the steep rise in share 
prices in the first half of 1969 and (2) 
speculative cornering of sharcsi The 
stock exchanges, in refutation of what 
they describe as government mis¬ 
conceptions over the actual situation, 
cite the Reserve Bank of India equity 
index starting with 1961-62 as ICX) that 
had rolled down the slippery slope, as a 
reaction to national catastrophes of two 
foreign invasions on India’s border re¬ 
gions, successive droughts and failures 
of croups, miscalculations of rupee de¬ 
valuation, mounting balance of payment 
difficulties and industrial recession of 
unusual severity, and touched the 
bottom at 71-9 in December, 1965. 
In the next three years, the index fluc¬ 
tuated narrowly between 74 and 84. 
Following the overall economic •situa¬ 
tion that reflected economic growth and 
progress in 1969, the equity index 
started moving up rapidly from 81’4 
in January 1969, to 99'8 in mid-June, 
1969. 

Representative Index 

The RBI index is based on 375 securi¬ 
ties out of which 93 or only one-fourth 
are on the forward or cleared security 
list which means that the index is re¬ 
presentative of the slock market as a 
whole. The slock exchanges point out 
that the rise in the prices of shares in 
the forward market was 10 per cent less 
than for the stock market as a whole. 
At the steel counters, which were show¬ 
ing ‘excessive inclination towards 
speculative activities / Tala Steel and 
Indian Iron hud recorded a rise of 21 
per cent (o 22 per cent compared to 
the rise of 22*6 per cent in the Reserve 
Bank of India equity index. Similarly, 
the average prices of shares produced by 
the slock exchanges in their joint memo¬ 
randum in support of their thesis and in 
reputation of official hypotheses show 
that the average rise in the prices of 
cash shares from January to June 1969 
was 32-3 per cent compared to the rise 
of only 20-3 per cent in the prices of 
shares on the forward list. This means 
that the rise in prices of cash scrips in 
Bombay was 59 per cent higher than 
the rbe in forward scrips. 

Comparative ligures of frequency 
distribution according to rise and fall 
of prices of cleared and non-cleared 
securities during January-June, 1969. 
show that there were 74 securities un¬ 
der the cleared category recording an 
average rise of 20.3 per cent, as against 
200 securities in the second category re¬ 
cording the higher rise of 32.3 per cent. 
Only one scrip out of 74 oti the forward 
list recorded a rise in price of more than 
70 per cent, as against 16 scrips out of 
200 on the cash list. There was, too, a 
single scrip on the forward list showing 
a 100 per cent rise in pri:es, while there 
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were as many as five such scrips on the 
cash list. 

As regards ‘cornering’, according to 
the Stock Exchange Eye-laws, a corner 
is created when *a smgle interest or 
group has acquired such control of any 
securi^ or secutities that the same can¬ 
not be obtained for delivery on existing 
contracts except at prices dictated by 
such interest or group’. Such cornering 
has not taken place in the Bombay 
Stock Exchange during the last quarter 
century. If large holdings arc accumu¬ 
lated resulting in acquisition of manage¬ 
ment control, such cornering has hap¬ 
pened more frequently in cash scrips 
than in the forward market. 

So far as Indian Iron shares are 
concerned, a large number of shares 
have been acquired by a single powerful 
interest. These shares have, however, 
been paid for and actual delivery has 
been taken from the market of these 
shares. But purchases and sales of 
Indian Irons were made subject to a 
heavy special margin a year before for¬ 
ward trading was suspended. A deter¬ 
rent special maigin of more than 35 
per cent is still in force. There is thus no 
‘corner’ in Indian Iron shares, as they 
arc actually available for delivery 
against outstanding sales. 

Heavy Margin Deposits 

So far as National Rayon shares 
were concerned, the stock exchange 
authorities had imposed heavy margin 
deposits throughout and, under a 
special scheme, the outstanding market 
position was considerably redistributed 
in the second half of 1968. But, in 
1969, there was a bulk purchase of 
40,000 5j per cent National Rayon 
preference shares that carried voting 
rights for which the first offer was said 
to have been made by the seller to the 
managing agents of the company. 

This purchase was outside the market 
and the price paid was 66 per cent higher 
than the ruling market rate. These two 
.scrips have attracted widespread atten¬ 
tion on account of the importance of 
the companies and because the shares 
arc on the forward market. The group 
that has yet to establish its hold over 
National Rayon is already in control 
of Killick Industries Ltd and, through 
it, of the Killick group of companies. 
These and Bajaj Auto shares arc cash, 
not forward, market shares. The Bajaj 
Auto shares were sold outside the mar¬ 
ket to the highest bidder, who happened 
to be the existing managing agent, 
at the extraordinary price of Rs 411.25 
per share, or more than three times the 
ruling market rate! Anothcf instance 
is that of Bagalkot Cement*C?o., where 
rival bidding by the existing manage¬ 
ment and the newcomer ended in a bulk 
sale of lakh shares to the latter 
outside the market at a price of Rs 
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17.25 per share, which was double the 
ruling market rate. 

It is generally accepted that the deal¬ 
ings for the clearing nave 'a certain role 
to play in the life of the stock ex¬ 
changes, to use the words of the Go¬ 
vernor of the Reserve Bank uttered in 
Madras on July 14, 1969, two weeks 
after the suspension of business of 
clearing as ordered by the govenuneot. 
The fundamental object of the stock 
exchange is to impart sufficient market¬ 
ability to securities so that they can be 
readily bought or sold at comparatively 
small variations in price. 

Legitimate Fanction 

We have in India a small investing 
public estimated at 15 to 20 lakhs 
as against 25 to 30 million in the 
USA. The daily transactions of this 
investing public of India are not ade¬ 
quate to make the market liquid or 
continuous. The Morison Committee 
has clearly stated the position realisti¬ 
cally when it remarked: *Tt is now very 
generally recognised that reasonable 
facilities for speculative transactions 
are a necessary and healthy part of the 
machinery of a stock exchange, which 
provides a free market where securities 
may be bought or sold to the best ad¬ 
vantage and without undue delay... 
We have taken the view that our efforts 
should be directed towards restricting 
as far as possible the facilities provided 
for reckless gambling, while, at the same 
time, leaving the way open for the exer¬ 
cise of what we claim is a perfectly 
legitimate function of a stock ex¬ 
change”. j 

So far as the ‘cornering’ of shares in 
the forward market is concerned, dras¬ 
tic margins were imposed by the Bom¬ 
bay Stock Exchange on both Indian 
Iron and National Rayon shares. As a 
result, during 1969 forward trading in 
Indian Irons was almost at a standstill. 



Quit Poverty ? 



while, tiAtm devi^ 

feir Netionel Reyoa, the ooooeohrined 
bulk hdkl^g imeubetostielly diloled 
wid tedisirihated. The Bombay Stodk 
^(chanfB had Imposed ia mid*Juiie, 
1^9, heavy deposits on six active for¬ 
ward scrips impounding as margin as 
miKh as 75cent of any rise in price 
recorded during a clearing. 

The j<dnt memorandum of the stock 
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csmhangea also contahis four woposals 
for strengthening the, eximi^ ma- 
diinery for dealing obrinng, joe- 
venting and puniming what has been 
descried as ‘cornering*. But the ques¬ 
tion that is raised, in the I^t of the 
revelations of the actual situation, is 
why were not the two or three sdrips on 
the forward market delisted andf why 
was there a total prohibition in forward 
trading in the market? 


2d5, 

such democrat^ welfare sta^ as 
the United Kitigdtmi; Sweden, Fthaeo 
and Cmtada. the prowrtions w corpo¬ 
rate savings are the highest wbi^ indi¬ 
cates that the countries are hi|^y in- 
dustrialleed. In India, the pTopmtion 
of corporate saving is the lowest and 
individual saving highest whkh. sho^ 
that for welfare more industrialisaticii is 
required. 

Low Ratio 


Savings and Investments in the Plans 

J R. KUMBHAT 


Since the evolution of the concept 
of welfare state, developing countries 
are striving hard to achieve this goal 
by the active participation of the gov¬ 
ernment in economic activities- One of 
the many initial problems in this regard 
faced by these countries is the large 
quantum of capital required to finance 
the socio-economic activities. Deve¬ 
lopment works can be carried through 
by a rise in the rate of capital accumu¬ 
lation. which depends largely on the 
rate of savings channelled in productive 
fields. Thus, the vrelfaie of a nation 
very much dep^ds on savings. In deve¬ 
loping countries the rate of savings 
and investments cannot be uniform as 
it differs with the rate of increase in 
population. According to Rostow, 
“With the historically, tyicat population 
increase between one and liper cent 
per annum, an investment rate of about 
10 per cent is necessary to ensure a 
sustained increase in capital per head.” 
The rate of poplation growth in India 
during the last decade, according to 
the Provisional Report of 1961 Census, 
was 2‘ 1 per cent per annum. On the 
basis of Rostow’s calculation an invest¬ 
ment of IS to 20 per cent of national 
income is essential for the sustained 
growth of India. 

The Three‘Sectors 

Vigorous efforts have been made in 
our country during the three Plan 
periods, to effhcl more savings and 
channel them to productive pu^oses. 
The volume of aggregate saving in 
India depends broadly on three sec¬ 
tors : (1) government, (2) corporate, 
and (3) individual or household sector. 
Saving from the government sector is 
derived not only from the surplus on 
account of administrative departments 
of the central and the state governments, 
but also includes the savings of local 
authorities, such government statutory 
corporations as Air-India, Life Insurance 
Corporatitm, etc., the departmental 
coramerml undertakings suoh as the 
Rj^wdys, Bosits and Telegraffiis. etc., 
and thb 'government registered com- 
pames subh as the Hindustan Steel Ltd. 

The corporate sector savicigs include 


surploses from public and private limited 
companies such as banki^ companies, 
loan and investment companies, insu¬ 
rance companies, and other corporate 
institutions. 

The individual or household sav¬ 
ings include savings from urban 
and rural households, partnership 
firms and other non-corporate busi¬ 
ness (including agricultural sector) and 
private collectives such as temples, 
educational institutions and charitable 
foundations. Individual’s saving is ef¬ 
fected in two quite different ways 
through investments in tangible assets 
and through acquisition of financial 
assets. Savings of this sector have been 
estimated as the net change in assets— 
financial and non-financial—less net 
change in liabilities apart from revalu¬ 
ation of assets and liabilities transfer. 
While estimating the savings in indi¬ 
viduals’ sector, an NCAER study has 
considered the following financial as¬ 
sets: currency holdings, bank deposits 
with co-operative institutions, life insu¬ 
rance, provident funds, pension funds, 
small savings, government securities, 
and co-operative securities. 

The propbrtion of each of thesi. 
sectors in the total aggregate savings 
of the economy varies between different 
countries and at different times in the 
same country as is shown in Table I. 

The table indicates that the indi¬ 
vidual savings, corporate savings 
and. government savings vary consi¬ 
derably from country to country. In 


According to the NCAER study 
titled Savings in India During the Dmt 
Periods—tht annual saving of the 
Indian economy, according to the direct 
estimates, has been approximately “Rs 
1,300 errwes, increasing from an ave¬ 
rage saving of Rs 816 orores a year 
during 1951-56 to Rs 1189 croresin 
the second Plan period. The indirect 
estimates, points to a higher figure, 
the corresponding magnitude ^ing 
Rs 1616 crores, Rs 8S1 crores andRs 
Rs 1248 crores, respectively. The ave¬ 
rage saving-income ratio for the 15- 
ycar period 1950-51 to J 964-65, was 
around 8.5 per cent according to direct 
estimates, while the average propensity 
to save computed firom indirect esti¬ 
mates was higher at 9.3 per cent. On 
the basis of Rostow’s calculations, and 
looking to the increase in the rate of 
population, as pointed out in the provi¬ 
sional report of 1961 Census, the men¬ 
tioned ratio is much below the rate of 
saving required for the sustained growth 
of India. Further, although net saving 
has increased over the period, there waa 
year-to-year, variation in the whole 
series. The average rate in the direct 
estimates of net domestic saving over 
the period was 5.4 per cent pw annum. 
If allowance is made for price move¬ 
ments during this period, the growth 
rate was only around 3.2 per cent per 
annum, compared to an average growth 
rate of 4.7 per cent per year In real 
income. The average growth rates 
according to the direct estimates how» 
ever were considerably higher close to 
8 and 5 per cent per year respectively 
at current and constant prices.’’ 

The trend of savings in various sec¬ 
tors does not show consistency. The 


Table I 


PERCENTAGE OF CONSTITUENTS OF SAVINGS IN 1958 


Items 

India 

Canada France 

Japan 

Sweden 

UK 

Individual savings 

84.7 

60 4 

37.6 

56.3 

20.1 

34.8 

Corporate savings 

5.9 

32.7 

25.7 

15.3 

59.6 

49.6 

Ckivemmoit savings 

9 4 

6.9 

36.7 

28.4 

20.3 

15.6 

Total : .. 

.. 100 0 

100.0 

100.0 

100 0 

100 0 

100.0 


Source CpmpUed frosn the Fear Book of National Accomts Statistics, 1959, UN 
I960, and Bramn—4 Year Book, 1961. 
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sttt4y of proportion of savings in vari¬ 
ous sectors in total savings and nat¬ 
ional income is necessary for 4he pur¬ 
pose, which is shown in Table IL 

An adequate rate of growth is the 
crux of the problem of planning in an 
under-developed economy, which de¬ 
pends on the mobilisation of resources 
within the country, comprising all the 
sectors mentioned above. Here domestic 
saving docs not mean total saving. Do¬ 
mestic saving is that pan of country's 
output in a period that is not consumed 
but invested for further production. 
Total saving, on the other band is the 
sum total of domestic savings plus 
foreign savings, Agam there is a diffc- 
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renoc between gros$ 4cinestie saving 
and net domestic savings. Dom¬ 
estic saving minus, cagatai consumption 
allowance or depreoiation is net saving. 
For the purpose of titis study domestic 
saving irom various sources in India 
during the three Ban periods may be 
examined. 

The most important and tuggest 
single sector contributing about three- 
fourths of the total saving is the indivi¬ 
dual or household sector. This sec¬ 
tor has been divided into rural house¬ 
hold sector and urbau household sec¬ 
tor. The savings in household sector 
is affected in many ways such as bank 
deposits, insurance, provident fund. 


Table II 

VOLUME AND PATTERN OF AVERAGE SAVING 


(Rs Crores, at 1948-49 prices) 



Up to the 
end of 
first Plan 
(1950-51 
to 

1955-56; 

Second 

Plan 

1961-62 

1962-63 

Gornimient Sector 

110.3 

161.3 

312.1 

356.0 

(fli Per cent of total savings .. 

19.7 

16.4 

25.7 

27.4 

(b) Per cent of national income 

1.2 

1.4 

2.4 

2.6 

Domestic Corporate Sectw .. 

39.0 

52.6 

86.3 

90.8 

(a) Per cent of total savings .. 

6.0 

5.5 

7.1 

7.0 

(b) Per cent of national income 

0.4 

0.4 

0.7 

0.7 

Household Sector 

476.7 

775.2 

813.8 

853.9 

(a) Per cent of total saving .. 

74.3 

78.6 

67.2 

65.6 

(h) Per cent of national income 

4.9 

6.8 

6.2 

6.4 

Total Saving 

626.2 

989.1 

1212.2 

1300.7 

Per cent of national income 

6.4 

8.6 

9.3 

9.7 


Source : Compiled from Table II, p. 323, RBI Bulletin, March 1965. 


Table III 

VOLUME AND PATTERN OF AVERAGE SAVING OF IHE HOUSEHOLD 

SECTOR 

(Rs crores. at 1948-49 prices) 


Financial Assets Physical Assets 


Period 

Average % of 
amount house¬ 
hold 
savings 

%of 

natio¬ 

nal 

income 

Average 

amount 

®' of 
houses 
hold 
sarings 

%or 

Natio¬ 

nal 

income 

From 1950-51 to 1955-56 

142.2 

21.33 

1.4 

348.2 

45,3 

3.0 

From 1955-56 to 1960-61 

334.6 

45.3 

3.6 

427.0 

54.7 

3.8 

1961-62 .. 

420.6 

51.7 

3.2 

531.0 

57.5 

4.2 

1962-63 .. 

427.4 

50.0 

3.2 

426.5 

50.0 

3.2 

Average of the household 







savings during 1950-51 to 







1960-61 

476.8 


5.0 

775.2 


6.8 


Source : Compiled from taWe on Page 325 of RBI Bulletin, March 1965. 


corporate shares and ^secutiUeSt 'i'kpy* 
erament securitiot, etc. One im¬ 
portant souloe of saving in tMs eeetor 
IS hoarding in gold and otimr precious 
metals. Ibis of saving is net very 
important economicalty .as it is treated 
as consumer durable and odntiibutes 
practically nothing in the capital aesu- 
mutation. 

The average contribution of the 
rural and the urban household 
sector to total saving comes to near¬ 
ly 23 per cent and 51.6 per cent, 
respectively, and to national income 
nearly 1.6 per cent and 4.1 per cent 
during the period of 13 years 
from 1950-51 to 1962-63. Further, 
of the total saving in the household 
sector itself, the contribution of rural 
household sector comes to nearly 31.4 
per cent and that of urban household 
sector to 68.6 per cent. The most 
important factor to be noted here is 
that a very large proportion of the 
total population lives in rural area, 
yet contribution of rural saving to the 
total saving is less than half of the 
urban sector saving. It suggests that the 
saving in the rural sector (tepends upon 
a handful of persons who hold the 
major portion of the total output. In 
other words, with all the land reform 
measures taken by the central and 
state governments, the benefits have 
gone not to the masses but to a limited 
few. 

Urban Sector 

In urban household sector, the saving, 
from the low and middle income groups, 
with their meagre income, rising 
prices and large number of dependents, 
must be very low. Of the total estimated 
population of India in 1963, which 
was 46,43,35,000, the total number of 
income-tax assessees of all classes dur¬ 
ing 1962-63. was 11,04,209 or roughly 
2.4 per cent. Of the total number 
of assessees of all classes, the assessees 
in rural areas are very small in number 
as most of the big individual assessees, 
business and trading concerns and com¬ 
panies are located in urban areas. 

The contribution of the household 
sector in the total saving in India is the 
highest, but the pattern however, is 
peculiar. A major part of the total 
saving Is blocked in physical assets sw;h 
as buildings, gold ornaments, silver, 
etr. and a very small proportion in 
finan'ial assets which can be used for 
productive purposes. The volume and 
pattern of savings in the household, 
sector during 1950-51 to 1962-63 are 
given in Table III. 

Recently some.heatthy signs were vi- ] 
stble as revealed by the study underta- j 
ken byNCAER, According to an occa- j 
ssional phper titled Savings ia laditi 
Duirbtg the Plan petiodi publif^ed 
by the Council. ‘Hhe share of financiiti 
saving however, has been on an in- 
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Here today 



There tomorrow 


Why wait ? When Qantas jet*enterprise handling can reach your cargo to London, Rome, Frankfurt, 
Singapore, Hong Kong-fast. There are seven direct flights each week. Palletised jet freighter capacity 
too. When you’re looking for the quick way to send cargo to the major markets of the world you'll j 

find Qantas ready to take it. 


The Qantas Ocnerai SalM Agent BOAC 1«A, Connaught Place, New Oeihl. Telephone : 42301 
The Qantas General Sales Agent BOAC 41, Chowringhee Road, Caleiitta«16. Telephone : 4423S1 



QANTAS with AIR INDIA and BOAC 
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What has this 



A tradicioii of skill and craftsmandiip! 



Did you know that the grinding wheel is an invention of the remote 
past—and that Indian craftsmen contributed greatly to its development? 
As early as 1825, they were known to use CORUNDUM, bonded with 
natural gum to make what might rightly be considered the prototype of j 
the modern grinding wheel. They used it for the shaping and polishing) 
of gems, and developed this art to perfection. 

Shown here is our artist's Impression of a gemcutter of old, from 
Ellammankoilpatti in Tamil Nadu. Today's grinding wheel bears little,) 
comparison with the one illustrated here, but the traditional 
fastidiousness and skill, for which our craftsmen have always been 
famous, continue at Tiruvottiyur, where a wide range of abrasives isi 
manufactured by Carborundum Universal Ltd., to meet the exacting 
and varied needs of mc*'ern industry. 





CARBORUNDUM UNIVERBAL. L.TO. 

Manufacturers of: Quality Bonded and Coated Abrasives, Abrasive 
Grains, Calcined Bauxite and Super Refracto rtej ^--- 

Madras • Calcutta • Bombay #Delhi 


i 


i 


•2f4 









'ovV'l^e' stu^y. 

St^lnts la floancial a$wt$., which 
<^at^ for roughly 23 per cent in 
first Piab period rose to 38 percent 
dbriiw the second Plan ^iod.. Xhe 
last four years of the series witnessed 
a further rise in financial savinjp to 
about 43 per cent. This increasing pre¬ 
ference for financial assets on the part 
of thh household is indeed a welcome . 
sign in the context of economic deve- 
lofnnent as in this process resources 
would be transferred to other sector for 
investment.'* But whatever change is 
visible it is mostly in the urban sector 
and rural sector yet lags much behind 
as its prefbrenoe' is still for precious 
metals or hoarding or ornaments. 

GoTcnuneiit Sector 

The second important sector, from 
the point of view of saving, is the gov< 
ernment sector. Government saving 
plays a very decisive and crucial role in a 
planned economy in mopping up excess 
purchasing power and in initiating and 
financing development programmes to 
ac hieve the goal of welfare state. Gov¬ 
ernment saving is estimated as the 
surplus on current acccunt of admi¬ 
nistrative departments operating sur¬ 
plus of departmental undertakings and 
retained profits of statutopr corporat¬ 
ions and registered comjMnies. Govern¬ 
ment investment comprises capital ex¬ 
penditure on buildings, roads, bridges, 
and stocks. 

The Reserve Bank of India study 
reveals that saving in the govern¬ 
ment sector has increased from as low 
as Rs 89 crorcs in the year 1953-54 
to Rs 356 crores in the year 1962-63. 
Though government savings have in¬ 
creased as much as four times, yet 
there have been very wide fluctuations. 
Moreover, some unforeseen happen¬ 
ings. like Chinese aggression in 1962, 
Tndo-Pak conflict in 1965, and un¬ 
expected and unprecedented famines 
reduce government savings to a great 
extent. As a result government savings 
are ^uite inadequate for the finances 
required for development. In spite of 
all the contingencies a major part of 
goverlment savings comes frem admi¬ 
nistrative departments and. depart- 
• mental erter^ises and not from the 
government undertakings as confirmed 
by the Occasional Paper 16, pub¬ 
lished by NCA£R, which states that 
"‘a study of the source-wise pattern of 
government savings suggests that signi¬ 
ficant proportion—roughly three- 
fourths—comes from the administra¬ 
tive departntents and departmental 
«nter|tfises«. The contribution of tbe 
goWrmnent regtsteied, coippanies has 
been, segligiblc, hut as' most of these 
have hot passed the ednstrjuction, stage 
yet, this is perhaps not surprising. The 


Statutory corporations both financial 
and ncn-financials—have <;ontributed on 
an average about a fif^h of the sectoral 
savings.” The average propottion of 
jpovernment sector saYina to national 
imeme comes tc nearly 1.5 per cent 
only. In a developing country such as 
India where the government progres¬ 
sively participates in economic activi¬ 
ties to achieve the gopJs of welfare stale 
the present government saving is com¬ 
pletely inadeouate to fulfil the financial 
needs of development plans. The result 
is that reliance has to be placed on 
externa] assistance to increase and sus' 
tain our rrte of growth. 

The domestic corporate sector in- 
cludeu joint stock companies in the 
private business sector, industrial cre¬ 
dit and investment corporations and 
co-operative institutions. The domestic 
corporate sector showed very wide 
fluctuations in savings during the period 
of 13 years from 1950-51 to 1962-63. 
The average saving of this sector in 
proportion to total savings cemes to 
5.7 per cent fluctuating from as high 
as 12 per cent in 1951-52 to as low as 
0,3 per cent in the very next year i.e. 
1952-53. Its proportion in national in¬ 
come comes to below half a per cent, 
on an average 0.44 per cent, only. 


In the corporate sector non-financia! 
corporations, i.e, public and private 
limited companies, contributed more 
than 75 per cent of the corporate sec¬ 
tor’s net savings. Out of the total cor¬ 
porate net savings r f Rg 212 crorcs 
and Rs 322 crores during the first and 
second Plan ^periods respectively, the 
non-iinancial corporations recorded a 
net saving of Rs 162 crores and Rs 267 
crores respectively. Their average yearly 
savings during the first and second 
Plan comes to Rs 32.4 crores and Rs 
53.4 crores. respectively. Looking to 
the vastness and population of India, 
its average yearly saving is very meagre 
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to provide finance for further indusirtai 
development. 

The above study of volmne and pat¬ 
tern cf savings in the different major 
sectorsofthe Indian economy does not 
indicate a trend in aggregate and sec¬ 
tor wise saving-income ratio duriim 
1950-51 to J962-63. This study will 
give an idea of savings generated during 
this period and whether it was adequate 
to finance the investment that is consi¬ 
dered essential and whether it is neces¬ 
sary to continue receiving external 
assistance to keep up the pace of deve¬ 
lopment programmes. The Reserve 
Bank of India in its study of the prob¬ 
lem has divided this period of 13 
years in three parts of three years each 
and one of four years. The reason given 
for breaking down the whole peri^ of 
13 years into four separate parts arc : 
''the fluctuations in year to year saving- 
income ratio arc rather wide partly 
due to the methods adopted for esti¬ 
mating saving in the study.” 

The estimated average saving-income 
ratio during the period of J 3 years is 
given in Table IV. 

It is observed from this table 
that the sector-wise average saying- 
income ratio shows wide variations. 
In the government sector, from 14 per 
cent in period f, It fell to 10 per cent; 
threafter also there are fluctuations in 
the trend. The comparison of this per¬ 
centage in the first Plan with that or the 
second shows a fall of 0.7 per cent in 
the second Plan* On the whole, during 
a period of J 3 years the average saving- 
income ratio registered a fall of more 
than 1.5 per cent. 

The domestic corporate sector sliows 
a rise of nearly 5 per cant in the period 
II over the period L But in the third 
period there was a steep fall of 12 pet 
cent, then again a rise of nearly 9 per 
cent in the period IV. On the whole,the 
average of the period under study rea¬ 
ched the same level as of 1950-51 which 
was 39.6. The comparison of first and 


Table IV 


AVERAGE SAVING-INCOME RATIO : AGGREGATE xm SECTORWISE 

(Per cent) 



Pd. l Pd. II 
1950- 1953 
51 to 54 to 
52-53 55-56 

Pd.m Pd. IV First 
1956- 1959- Plan 
57 to 60 to Pd, 
58-59 62-63 

Sec¬ 

ond 

Plan 

Pd. 

1961- 
62 & 
63-63 

1950- 
51 to 
1962- 
63 

Government sector 

14.1 

9.9 

11.0 

13.8 

11.9 

11.2 

15.6 

12.5 

Domestic corporate sector 

39.6 

44.1 

32.0 

40.7 

42.8 

35.8 

42.5 

39.6 

Household sector .. 

3.5 

6.4 

6.4 

6.7 

5.1 

6.7 

6.4 

6.0 

(0 Rural household 

2.2 

2.4 

2.3 

2.3 

2.3 

2.3 

2.2 

2.3 

(fi; Uiban household 

7.3 

16.3 

16.5 

17.0 

12.7 

17.1 

16.1 

15.1 . 

Aggregate saving'inqome 
ratio .. .. 

5.0 

7.7 

7.9 

9.3 

6.6 

8.5 

9.5 

7.3 


Sourci^ ; Ricserve Barik of India Bulletin, March, 1965, p327. 
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f&econd Plan shows that the Kiverage 
saviitg-incorae ratio fell by 7 per cent. 

The household sector is I4ic only 
sector which shows a rise of 2-5 >^pcr 
cent, while the other two sectors show 
a different trend- The average saving- 
income ratio in the second Plan period 
was 6.7 per cent* whereas in the first 
Plan it was 5.1 per oem that is an in¬ 
crease of more than 3.5 per cent. 

One noticeable feature in this sector 
is the fact that the rural household 
sector shows more or less a constant 
trend in the average saving-income 
ratio, whereas the urban household 
sector shows constant rising trend. The 
buoyant increase of 9 per cent was 
between period [ and period II. Many 
reasons may be attributed for the static 
trend in the average saving-income 
ratio in the rural hcuschld sector. 

First, it can be said that the impact of 
planning was not fell in I he rural sec¬ 
tor or it benefited not the masses but 
a limited few. Secondly, if there was a 
rise in income of the rural populace, 
earnest efforts must not have been made 
to mobilise saving through taxation or 
any other method, may be due to poli¬ 
tical expediency. Thirdly, whatever land 
reform measures have been taken by the 
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state governments must not have been 
earnestly implemented to give relief to 
the actual sufferers. There may be other 
reasons also.. 

To achieve « better growth rate the 
saving-income ratio* greater efforts 
w'>!l have to be made to mobilise more 
savings or* in its absence* receive more 
external assistance to achieve the goals 
of welfare. It will not be out of place 
at this stage to peep into saving and 
investment during the given period of 
13 years, that is from 3950-51 to 1962- 
63. The Reserve Bank of India Bulletin 
of March, 1965, gives the volume and 
rales of saving and investment as 
appear in Tabic V. 

During the first Plan period both 
saving and investment reg^istered good 
progress, though not without wide 
variations. Savings increased from Rs 
483 crores in the first year of the Plan 
to Rs 1,019 crores in the last year 
of the Plan. Similarly, the saving-in¬ 
come ratio increased from 5.3 per cent 
to 9.7 per cent, which was more than 
envisaged under the Plan. The first 
Pliin was the most successful Plan of all 
the three Plans of India and all the 
targets were exceeded. 

The second Plan was formulated in 


a lia]>py atxnCMptiere of tiais iat- 

pected iitorease in the in»te$ 
and investment. But,it did not firov<s 
successful as envisaged. .According'|d' 
the estimates given in Taide V flw^ijle 
of saving not only did not increase tmt 
in fact declined and was lower than 
in the first year in each of the succeed* 
ing three years. 

On the other side, in terms of invest¬ 
ment, the second Plan p^od was not 
so unsatisfactory. Estimates of savings 
and investments are not available for all 
the five years of the third Plan. The 
first two years included in Table V 
do not show any improvement. 

A study of the trend over the 
period of each plan as a whole and in 
comparison with the following plan is 
useful. Table V] presents the trends in 
a summary form. 

Role of External Assistance 

A comparison of the saving-income 
ratio and the investment-income ratio 
throws light on the role of external 
assistance in promoting investment. 
During the first Plan period, saving-in¬ 
come ratio was 6.5 per cent and 
investment-income ratio 7.2 which was 
slightly higher than the former. The 
difference between annual average of 
investment was Rs 60 crores only. Even 
this was met through withdrawal from 
the foreign exchange balances. 

During the second Plan period, the 
gap between saving-income ratio in¬ 
creased to more than 3 per cent. Simi¬ 
larly, the gap between annual saving 
and annual investment increased to Rs 
378 crores. whereas it was just Rs 60 
crores in the first Plan period. In other 
words, the increase in the second Plan 
over the first Plan was more than six 
times. This divergence explains our in¬ 
creased dependence on external assis¬ 
tance as our saving falls very much 
short of our investment and to accele¬ 
rate growth rate huge investments in 
the economy's necessary. This gap can 
only be covered through external fioanr 
cial assistance. 

The respective ratios of 9.5 per cent 
and 12.3 pr cent for the first two years 
of the third Plan, for which figures 
are available, prove the continuance 
of the same trend as in second Plan 
period. On the basis of Rostow’s calcu¬ 
lation, this percentage falls short 
of the required minimum of 13 to 20 
per cent. If, therefore, the growth rate 
of the economy is to be increased, we 
have no aitomative but to accept 
forei|n assistance till we attain self- 
sustained growth. To toe the reliance on 
our own domestic resources to attain 
seif-sustained growth without tiny 
foreign assistance, which is'so nnreh 
talked about thesedays, does hot Appear 
practicable or fehsibre. 


Table V 


ESTIMATES OF AGGREGATE SAVING & INVESTMENT 

(Rs crores, at 1948-49 prices) 


Years 

Saving 

Per cent of 
national 
income 

Net capital 
in flow 

Investment 

(1+3) 

Investment 
as per cent 
of national 
income 

1950-51 

503.2 

5.7 

—7.3 

495.9 

5.6 

1951-52 

483.2 

5.3 

4-204.8 

688.0 

7.6 

1952-53 

393.3 

4.2 

—16.4 

376.9 

4.0 

1953-54 

540.9 

5.4 

—3.3 

537.6 

5.4 

1954-55 

817.4 

8.0 

-f49.7 

867.1 

8.4 

1953-56 

1,019.2 

9.7 

-4-66.4 

1,085.6 

10.4 

1956-57 

.. 1,047.2 

9.5 

-1-367.5 

1,414.7 

12.9 

1957-58 

762.7 

7.0 

4-467.6 

1,230.3 

11.3 

1958-59 

861.1 

7.4 

-f369.2 

1,230.3 

10.6 

1959-60 

1,009.? 

8,5 

+ 236.6 

1,245.8 

10.5 

1960-61 

.. 1,235.2 

9.7 

4-447.7 

1,682.9 

13.2 

1961-62 

1,212.2 

9.3 

+336.5 

1,548.7 

11.9 

l')62-63 

1 300.7 

9.7 

+ 397.7 

1.694.4 

1?.7 


Table VI 

SAVINGS, INVESTMENT AND INVESTMENT INCOME RATIO 




(Rs crores, at 1948-49 prices) 

Period 

Saving 

Saving-In¬ 

Investment 

Investment 


(Annual 

come Ratio 

(Annual 

income 


average) 

(%) 

average) 

ratio 

(%) 

Pirst Plan .. 

651 

6.5 

711 

7.2 

Second Plan 

983 

8.4 

1,361' 

11.7 

Third Plan (first two years) 

1.256 

9.5 

1,622 

12.3 


Source : Based on the study of RBI Bulletin, March, 1965, p.329. 
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OeYdOfmitot Without Employment 

JOS8LEYN HENNBSSY 


I 

THE PROBLEM 

LONDON; 

WtN DOES the level of urban unemirioy- 
ment rise in so many developing count¬ 
ries? 

This is the problem analysed by Pro¬ 
fessor Gerald M. Meier of Stanford 
University in the latest Quarterly J(e~ 
view of the Banca del Lavoro (Via 
Vittorio Veneto, 119. Rome, Italy). 

The problem is pe^lexing because 
unemployment has risen despite in- 
creasra rate of investment and expan¬ 
sion in output. It is serious because un¬ 
employment intensifies social and politi¬ 
cal unrest. Even if national and per 
capita income rises, critics deny that the 
economy has developed if the absolute 
number of unemployed has at the same 
time increased. 

The basic factors are that industrial 
employment has lagged behind growth 
in industrial output, behind growth of 
the urban population, and even behind 
the general growth rate of population. 
Only a portion of the annual incmase in 
the urban-labour force has been ab¬ 
sorbed in indust^, whereas for all de¬ 
veloping. countries industrial output 
grew M swroximately 7.5 per cent 
p.a. employment in industry 

exploded by only 3.5 per cent p.a. 
Over the same period, the growth 
in urban pppulation in all developing 
countries approximately 4*6 per 

cent — also exceMed the growth of in¬ 
dustrial employment. In many de¬ 
veloping countries, despite creditable 
rates in aggregate growth, the rate of 
apen unemployment [not (a; disguised, 
IKK (b) underemplr^ment] in urban 
areas is often up to IS to 25 per cent 
Why has idanned industrialisation not 
led to greater employment? 

It 

WHY SEVELOniBNT PLANSFAIL 

.Many developing countries are lar 
bmffrsurplus economies since the supply 
bf tabow is greater than the dmnand for 
lo ibe mofussil, and die produo- 
imtf. ef fadiour in agricultuie is low 
^ praufuto of population, 
such ecohoray industthB wtdd^ b^ 


aUe to attract all the labour that they 
need at a wage rate sufficient to cover 
the foregone real income that woihers 
would earn in the mofussil, plusa di^ 
rential to compensate for the higher cost 
of urban living. Further, if wage rates 
do not riffi when productivity increases 
in industries, then capital formation and 
technical progress in industries should 
aUow the share of profit in the national 
income to rise. To the extent that the 
profit ratio ri^, there should then be 
capital-widening invesbnent in indust- 
rises, so that the demand for labour con¬ 
tinues to rise uid more industrial wor¬ 
kers are em]tioyed at constant real wa¬ 
ges. Finally, the surplus labour from the 
mofussil will eventually be absorbed in 
urban industries; and after this point 
wages will begin to rise because labour 
will no longer be in unlimited supply 
from the villages to the towns. 


Incmne Gap 

These possibilities have not been 
realised b^use the real income gap 
between the modern and rural sectors 
has been much greater than needed to 
cover the cost of transfer and the higher 
costs of urban living, and the differential 
above rural income has continued to 
widen in most developing countries. 
The wage level in indust^ has risen 
despite open unemployment and before 
the surplus labour of the mofussil has 
been absorbed. It has also continued 
to rise, although the real income 
of subsistence farmers may even have 
been stagnant. The average real wage 
for industiial workers has commonly 
risen twice or thrice that of the average 
family income in the countryside. 

The amenities and public services of 
the towns attract workers from the 
mofussil, but the strongest inducement 
has been this widening income diffe¬ 
rential between urban wages and rural 
income at the same time as rural em- 
idoyment opportunities have failed to 
exiled. The growing rate of unemploy¬ 
ment in the towns has been due to a pre¬ 
mature increase in the industrial wage 
level combined with a premature in¬ 
crease in industrial employment. To 
a lesser extent, workers have been re¬ 
leased &om the labour-intensive indi- 
geivDus handiccaft industries whtrii 
cannot compete with the new manu- 
fectuies; “Rationalisatibd” in tlm ter* 
tiary sector has also to increase 
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the supply of workers to urbait-indust- 
ries. 


Real earnings in agrtcultnre have 
not contrelied the larMn wage level., 
Urban have instead risen iatl^ 
pendently through the wage policies of 
the government and trade uniona Tt'ade 
union pressures have increased ip many 
countries, and. many governmente have 
yielded. Morever, the monopolistic 
structure of many product markets has 
made it easier to pass on higher wages 
by higher prices. In several countries, 
union pressure in dominant sectors — 
for instance, oil, copper, bauxite -- has 
set a pattern of wage increases in other 
sectors. 


Rapid Rise 

Government policies have often di¬ 
rectly raised urban wages. The public 
sector is frequently the largest, and also 
the only highly organised, wage em¬ 
ployer. Public sector wa^ have risen 
rapidly and have set the pace for in¬ 
creases elsewhere. 


In ncwly-independent coiuitries, sa¬ 
lary scales are still basicaliy those paid 
to expatriates during the colonial period, 
but this scale does not now conform to 
the domestic supply of labour and puts 
pressure on the wage structure. Nor can 
the rising expectations from the ex¬ 
tension of education be fulfilled. Fur¬ 
ther, minimum w^ regi^tion haa 
raised urban wages and distorted the 
total wage structure. The minimum wage 
in a dominant industry is fre¬ 
quently negotiated with the govern¬ 
ment on a basis of "ability to pay", 
but this wage spreads through otitor 
industries, which have not this ability. 
The increase in the minimum wage 
raises the whole scale since the wages 
received by most unskilled workers are 
near the current im’nimum wage. The 
geiKKalisation of a minimum wage may 
then become unrealistic as it Snores 
traditional living standards and the 
effects on the wage structure as a whole. 
Workers who were dnly marginally 
useful, but nonetheless employed at ffie 
lower wage, become redundant when 
the minimum wage rises. 

Minimum wage polides for unskilled 
labour make the skilled-unskilled wage 
differential too narrow in many African 
and Asian countries. Market forces of 
supply and demand determine wages for 
skilled labour, but demand rises slowly 
so that the market-determined wage for 
skilled labour also tends to rise slowly. 
If governments tiien insist that unskilled 
wages should increase indepoidentiy 
of demand and supply in the unsktlled 
market, unskilled wn]^ increase faster 
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than skilled, end relatively low-wage 
labour becomes overvalued. 

K 

Governments have also foisnd it 
convenient in effect to “lax*' companies, 
especially foreign companies, through 
wage increases* The government’s en¬ 
couragement of higher wages may ini¬ 
tially aim only at foreign companies in 
order to prevent “excess” profit repatri¬ 
ation and to raise the share of income 
for domestic factors, but higher wages 
in foreign enterprises spread higher 
wages to others. 

Although government policies have 
supported urban wage increases, no 
aticnlum has been given to agricultural 
wages, causing a widening gap between 
urban and agricultural wages. In 
Puerto Rico, for instance, the average 
rural wage earner received in 1952 one- 
half the average factory worker’s earn¬ 
ings, but by 1962 the rural wage earner 
received only one-third In Uganda, 
wage payments for an unskilled urban 
worker averaged £125 in 1966, while 
cash income of farmers averaged only 
£25, and m cash an<l kind income was 
only £60. 

Such a differential has attracted the 
disguised unemployed from the mofussil 
to industry, but at the same time it ha,s 
kept industrial labour overpriced. 
Moreover, the differential between 
urban and rural wages has widened in 
face of the substantial and growing ur¬ 
ban unemployment. With rising wage 
cxpcctatiAns it becomes increasingly 
difficult to absorb the excess supply of 
labour. Thus, those formerly in dis¬ 
guised unemployment in the mofussil 
have, in effect, transferred themselves 
into visible unemployment in industry. 

Disproportionate Increase 

Although sufficient capital-widening 
investment in industry absorbs the la¬ 
bour inflow, the actual result has been 
to substitute capital for labour in in¬ 
dustry. Wage rates in most have risen 
more rapidly than productivity: in 
many, real wages have increased at 
rales comparable to those in advanced 
industrial countries. But whereas in the 
industrial countries real wages in¬ 
crease roughly in line with average 
national productivities, the rise of 
wages in the developing countries often 
implies an increase considerably faster 
than that m real national product per 
capita. In many African and Latin 
American countries, average real urban 
wages have been rising 4 to 5 per cent 
p.a., compared with increase in real 
product per capita of only 1 to 1.5 
per cent per annum. 

The consequence is the use of more 
capital-intensive prod uction, either 
through labour-saving machinery in 
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response to rising wages, or improve¬ 
ment in personnel and production- 
management practices, which trim the 
labour requirements per unit Of odtput. 

In Puerto Rico in 1954-61, both 
capital and output per worker doubled, 
1 e., there was a reduction in the use of 
labour relative to both capital and out¬ 
put because of improved production 
management. In Chile, Brazil, and 
Colombia, union pressure and minimum 
wage legislation nave raised the wage 
rate above the opportunity cost of la¬ 
bour and induced investors to adopt 
excessively mechanised techniques. 

Price Distortions 

Capital-intensive production has been 
subsidised by other price distortions, 
especially through too low a rate of 
interest and too low a price for foreign 
exchange. When urban interest rates 
do not reflect the true scarcity of capi¬ 
tal, so too is there a bias towards more 
advanced production techniques when 
the developing country’s currency is 
overvalued, and the true cost of import¬ 
ing machinery is hence undervalued.Co- 
vernraents have also lowered the rela¬ 
tive price of producers’ capital equip¬ 
ment by allowing duty-free imports of 
equipment at preferential exchange 
rates, and making available foreign ex¬ 
change for servicing loans from over¬ 
seas machinery suppliers. When do¬ 
mestic enterprises are protected by 
tariffs and import quotas, the pressure 
to economise on capital is less than in 
competitive markets. 

Industrialisation via import substi¬ 
tution has dominated expansion of the 
iuduslrial-urban sector, and has 
generally been accompanied by in¬ 
flation and an overvalued exchange 
rate. The result is a distorted price 
structure: too low a rate of interest in 
industry; too low a rate for foreign ex¬ 
change; and too high a level of urban 
wages. 

Employers tend to reduce their la¬ 
bour requirements when the govern¬ 
ment uses wage policies as a substitute 
for social legislation by requiring family 
allowances, pensions, licensing and 
health measures, or other social insu¬ 
rance benefits. Officially required fringe 
benefits and wage supplements may 
amount to as much as 30 to 40 per cent 
of the basic wage. When the employers 
are foreign enterprises, they are likely 
to imitate advanced techniques of pro¬ 
duction, which arc appropriate for the 
factor supply of an advanced country 
but not for the lal^ir surplus of a de¬ 
veloping country. The tying of foreign 
aid to imports from the donor country 
also biases the recipient country to¬ 
wards capital-intensive projects The re* 
iative ease of securing suppliers’ credit 
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on the impdft of maebanety \m the 
same effect Domestic tax laws may ooh- 
tribute to the bias when cor^c^te 
taxes allow accelerated deprectiatm and 
investment. 

Contrary to the expectations of most 
development plans, the expansion of 
industry has tended to slow down in 
many developing countries. Being 
based on import substitution^ industries 
might be expected to have a jsubstaqtial 
initial rate of growth as imports are re¬ 
placed, but this may be onoe-for-ali 
with little subsequent reinvestment un¬ 
less the home market continues to 
grow, or import substitution can go 
on from the final stages of production 
down through the production process 
to the replacement of intermediate 
goods, or the import-replacement in¬ 
dustry is able to gain a competitive ad¬ 
vantage in export markets. Such oppor¬ 
tunities for continual industrial expan¬ 
sion have not, however, materialised: 
thus capital-widening investment with an 
over-expanding demand for the sur¬ 
plus la tour has not been sustained. 

At the same time as domestic policies 
have subsidised capital-intensive im¬ 
port-substitution industries, they have 
imposed a levy on domestic agriculture. 
This has impeded expansion m labour- 
intensive output and a rise in rural em¬ 
ployment, and has not allowed real 
wages in industry to rise via a fall in 
cost of living through increasing 
productivity in agriculture instead of 
through the rapid rise in money wages 
that has occurred. 

lU 

SIX WAYS TO COUNTER RISING 
UNEMPLOYMENT 

What arc the possible correctives for 
rising unemployment? 

(1) A reduction of urban-rural real 
income differential would help, but 
this is probably difficult to achieve; 
although efforts to restrain the rise in 
urban wage.s make sense, institutional 
and political considerations go against 
this. It is also questionable by how 
much the demand for labour would 
actually be stimulated by wage rest¬ 
raint, and even if tfic demand did in^ 
crease, this could also raise the supply 
of labour pari passu as the expeolatioti 
rose of obtaining employment m the 
urban high wage sector. 

(2) If it is difficult to institute a 
“wages policy” that would increase ur¬ 
ban emi^oyment, it is all the more im* 
portent to emphasise the **tuppW jside.” 
When industiy cannot absoro me in¬ 
flow of workers the moAisiil, 
policies shbtild seek to remove the 
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4^11111161 pf th« rwal ’’supply pu*h’* and 
ludp to keap workers in rae mofussU. 

Industry must avoid what can be 
pfodnoed in the mofhssil, e.,g>> viila^ 
handicrafts ^ould not be dispUced if 
this entails wasteful use of capital by 
industry to produce an output which 
could be produced equally well by 
surplus labour. In Japan’s suo> 
oessful development, both agriculture 
and village industiy became more 
Jabour<intensive. There may also be 
scope for simple technology rural indus¬ 
tries and the processing of agricultural 
materials. 

Beyond this, however, a full-scale 
programme of rural development is 
needed to absorb and retain large 
amounts of manpower. If rural to ur¬ 
ban migration Is to be reduced, policies 
that have turned the terms or trade 
against the agricultural sector must be 
modified. Ceiling prices on food¬ 
stuffs, export taxes or restrictions on 
primary products, and tariff protection 
on industrial inputs and consumer goods 
arc disincentives to agricultural pro¬ 
ducers and artificially increase the 
urban-rural diffcrentUd. Efforts should 
also be made to disperse to the mofussil 
some of the public services now concen¬ 
trated in urban areas (Would anyone 
notice it, 1 wonder, if the Government 
of India's Bureau of Public Information 
were set up in the Thar Desert?) 

Important Factor 

Perhaps the most important single 
factor influencing a developing country’s 
ability to absorb a growing labour 
force into productive employment is 
whether a labour-using, capital-saving 
type of approach to agricultural de¬ 
velopment is followed fas in Japan and 
Taiwan). For most developing count¬ 
ries, the employment potential in rural 
modernisation can be greater than that 
of the modern urban sector, provided 
that they avoid implicit taxation of 
agriculture and “unduly labour dis¬ 
placing” measures in agriculture. 

(3) It ought to be possible to devise 
a technology in the industrial-urban 
'sector superior to the indigenous tradi¬ 
tional technology but not as advanced 
and labour-saving as the modem techno¬ 
logy that has been imported for the ur¬ 
ban sector. The choice of a more 
labour-intensive technique may, of 
course, conflict with other investoent 
criteria, in particular, the maximum 
absorption of labour may yield only a 
low return per unit of capital and not 
i pa«imiae the future rate of growth 
in output. At this point, however, it is 
important to devise new technology 
that is “capital-stretdiing”, i>e. tlut 
decreases capital-intensity vdijle mam- 
tatidng die essential qutOity of the tool 
element in equipment without the 


superfluous labour-saving Of advanced 
industrial technology. 

(4) To lessen the bias towards rela¬ 
tively capital-intensive -tedmiques, po¬ 
licy must remove the distortions in 
the price structure. A rise in interest 
rates, currency devaluation, and a rest¬ 
raint on the increase in urban wages 
lessen the attractiveness of capi¬ 
tal-intensive techniques of production. 

(5) As long as labour is induced to 
mi^ate from the mofussil and the 
manufacturing sector cannot absorb 
it in sufficient quantities, labout will 
have to seek employment in the tertiary 
sector. This has occurred in many de¬ 
veloping countries, with employment in 
services and commerce actually rising 
more rapidly than in other sectors. 
In Latin America, for instance, em¬ 
ployment in the tertiary sector rose by 
more than 4 per cent p,a. in 1950-65, 
while industrial employment increased 
only by 2.8 per cent p.a.; and the pro¬ 
portion of the labour force in service 
(excluding construction and utilities) 
rose from 24 to 30 per cent. 

In order to provide employment, it 
is therefore advisable not to promote 
too rapid an increase in efficiency in 
employment practices in the services 
sector. The hand-cart-wallah should 
not be too readily replaced by the super¬ 
market, cycles by taxis, nor a casual but 
large force by a permanent and stable 
but smaller force. The inefficient use 
of labour in the tertiary sector will not. 
of course, have the undesirable cost 
effects that would occur if this were 


done in the import-replaoement or in 
exports. 

It also foltowa that where the manu¬ 
facturing sector in itself does not pro¬ 
vide many jobs, a rapid growth of manu¬ 
facturing capacity and output is impor¬ 
tant in creating more effective demand 
and thereby supporting more employ¬ 
ment in commerce, transport, communi¬ 
cations and services. This induiied em¬ 
ployment in complementary activities 
can be more significant than any direct 
contribution that industry can make 
to alleviate mass unemployment. 

Birth Control And Education 

(6, Finally, over the longer period, 
more attention must be given to the 
“supply side” in terms of population 
control and the “outputs’’ of the 
country's educational system. If un¬ 
employment is now aggravated by sheer 
numbers, its ultimate solution will in 
large part depend upon raising the pro¬ 
ductive skills and qualities of the masses. 
Efforts to reinforce family planning and 
human resource development should 
be redoubled. 

Although the ultimate solution de¬ 
pends on population control and human 
resource development, the immediate 
requirements arc for changes in domestic 
policies to stimulate more labour- 
intensive production both in agriculture 
and in manufacturing. In the immediate 
future, it can thus be expected that more 
developing countries will have to foi^ 
sake longer in favour of shorter-term 
employment plans. 


Reflections on U S Budget 


H. R. VOHRA 


WASHINGTON: 

Wading TtnuHioH the pages of the 
first truly Nixonian budget, a thing 
which strikes most is that a good politi¬ 
cian is the servant of circumstances as 
well as their master. He masters by 
serving and serves by mastering. 

This observation is dictated by the 
memory that barely 10 years ago, Mr 
Nixon was an active participant in the 
rapidly unfolding international and na¬ 
tional drama of the fifties which saw 
the exorcising of communism in the 
US and its containment abroad. He was 
a party to the McCarthean crusade and 
an architect of international commit¬ 
ments. As Vioe-Piesident, he served 
time with youthful zeal. 

As President now, with undiminished 
enthusiasm, he is about to put his own 
policies of the fifties into reverse gear. 
That is what clnmmstances now demand. 


He again serves time faithfully, thereby 
mastering its implications. 

This would appear to be the budget’s 
deeper message. It is a long notice 
that the US has done its bit around the 
world and the world had now better look 
after itsdf. And if it doesn't, the US 
no longer seriously worries. It is ridi 
enough and strong enough not to core. 

The beginning of what appears to be 
a general withdrawal into its own na¬ 
tional nest is glowingly revealed by the 
heavily sliced military budget, the shrun¬ 
ken aid demand and the diversion of 
resources into new domestic spheres. 
The validity of the shift needs to be 
judged against the prior decision to 
give up the surcharge on income tax and 
to raise no new taxes. 

At the same time, it is impossible to 
forget that the US GNP is approaching 
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• triStofl dollar figure. The tlS hM de> 
cided, it would seem, to wallo# in its 
Hown riches even if it sets an unhealthy 
example to the other prosperous coun* 
tries. One hopes that they rSfect^ the 
imjdied message. 

There is a truly dramatic change in 
military commitments botii in terms of 
the finances sought to be committed and 
the defensive strategy accompanying 
dtem. The military budget, now *71 
billion, represents the lowest share of 
Fetoal spending for defence in the 
last 20 years. Itl^ been made possible 
by the closing of scores of foreign bases 
partictilariy in the Pacific and Asia, 
and a heavy cut in defence forces. The 
army strength will decline by 167,000, 
the marine-corps by over 40,000 and 
tite air force by over 40,000 in a single 
year. 

Solid Pointer 

It is a solid pointer to America's 
policy direction. The direction is home¬ 
ward. It also means that there is a 
^-emphasis on conventional forces 
around the world and a proportionate 
increase in reliance on homc^based 
rtrategic nuclear weapons. This is a 
reverw of the defence policy for which 
President Kennedy worked long and 
hard. He fosterra an enlarged con¬ 
ventional diield besides the long nuclear 
sword. President Nixon is reverting to 
tfae Eisenhower period when the US 
relied on a strategy of massive nuclear 
reliction. 

Those who welcome US withdrawal 
from Asia as a sign of America’s peac^ 
hd intentions or because they ideolo^- 
cally prefer Soviet or communist com¬ 
pany as a vacuum filler are probably 
unaware of the state of the world in 
which we live and the delicate balance 
(m which the dove of peace is perched. 
There are others who do not recognize 
the existence of power vacuum which 
American withdrawal threatens to dee¬ 
pen in and around the Indian Ocean 
or for that matter in and around the 
Himalayan dividing lines, it is a pic¬ 
ture which only Peking could genuinely 
relish. For a large part of the world, 
it makes war more probable and a nuc- 
clear exchange more likely. 

The President's budget message says: 
“The strategy of this Administration, 
as I stated at Guam, is based on the 
expectation that our allies will shoulder 
substantial responsibility for their own 
defence. With this posture, we can 
safely meet our defence requirements 
with fewer resources.” 

Shorn of subterfuge, it means that the 
US is lowering its commitments even to 
its allies. Mere friends would count for 
less.. It is wise to assume that a revival 


oi US military assiilwiee to India in 
the event of a tepatRion of CSMnese 
aggression would be mebeedini^y hard 
to come 1^. The ksod of hdp vriikh 
Mr Nehru sought and (fistaioed would 
seem to bdong to another age. 

The quickening tempo of American 
dynterestedness oozes from Ihesident 
NixoiFs disappointing proposal for 
foreign aid. His request, amounting to 
si .8 billion, is 400 million dollars 
less than his own inadequate proposal 
for the current fiscal year. This is 
what developing world will get from a 
budget totalling S200 billion; that, too, 
if the President has his way, wfaidi is 
seldom the case. What actually happens 
is that the President suggests a figure. 
Congress slashes it down. The next 
year, the President asks for less. Cong¬ 
ress reduces its allocation of. the previ¬ 
ous year. Thus aid tildes down a slippery 
slope. 

The New York Times rmarks; 
“This means the United States will re¬ 
main far below the international target 
of one per cent of gross national pro¬ 
duct for development assistance and 
inexcusably behind most other develop¬ 
ed countries in the scope of its aid 
effort. 

Hopeftil Future 

The paper sees some hope for the 
future in the President’s decision to 
cfaannd more American assistance 
through international institutions which 
will neve to demonstrate that they can 
do a better job of aid and promote de¬ 
velopment more effectively “free of the 
political complications that have plagued 
American bilateral programmes.” If 
this happens, the paper expects that the 
President and Congress would be dis¬ 
posed to donate mote generously in the 
future. 

The expectation is voiced on the 
ground that in 1971, US contribution 
to international institutions are pro¬ 
posed at $7SS million, S44 million above 
1970 and more than twice the level of 
only 4 years ago. Most of the increase 
is expected to be directed, however, to 
Soutii America and would hardly give 
much joy to the rest of the world. 
What interests India most is the pro¬ 
posed continuation of US contribution 
to the International Development 
Association which provides long-term* 
low-interest financing to developing 
countries. The US contribution of S480 
million over the 3-year period, 1969-71, 
is 40 per cent of the total subscription 
by industrialized nations. 

In 1971, the United States will also 
make a contribution df S2Q4nillion to 
the Asian Development Bank for its 
ordinary caintal, vtiiitii finances de- 
velojHnent projects dn banJeing terms. 


Lei^siatkMi wfil be jHnmosed to 

rize the ^tittes to odhtiitilifb to 

the Bankas spedgl hads 

Ic»ig4am Idwi^terest devah^ratot 

&iancing. Ccmfrihutimis of 125 nation. 

in 1970 and 135 nuKion in 1971, nte 

recommended. 

A pri^xisal now imder conskjqnttion, 
(the budget dRdoses,) is expectod to 
lead to an increase in subscriptions by 
tfae United States and a number i^otiier 
countries to the World Bank’s capital in 
harmony nith certain increases that 
tile United States and others are expected 
to obtain in International Monetary 
Fund quotas. 

Mnttilaterat Pragrammes 

The US is also considering ways in 
which it might join with Latin American 
nations through expanded multilatml 
programmes to sumort development 
initiatives there. The Administration 
will sulnnit proposals to Congress to 
authoriro the US contributions. The 
budget tentatively provides SS40 million 
for these and other proposals. 

Within the reduced direct aid level 
emphasis is bring giv«i to lendtog to 
private enterprises in developing 
countries and strengthening multilate¬ 
ral frameworks for co-ordinating aid. 
US role in the economic planning of the 
developing countries is being reduced. 
Greater reliance is being pla^ on ini¬ 
tiatives by the recipient countries. 
Likewise, aid will be increasingly direc¬ 
ted to innovative technical assitance 
and to raising agricultural productivity 
besides lowering rates of population 
growth. The proposed layout of S492 
million for West Asia and south Asia, 
says the new budget, will help maintain 
the growth momentum in India’s and 
Pakistan’s agricultural sectors ^ finan¬ 
cing needed imports of fertilizer and 
other agricultural items. The hope is 
held out that industry too woitid re¬ 
ceive some aid in 1970-71. 

Considerable emphasis is laid on the 
newly formed Overseas Private Invest¬ 
ment Corporation which provides 
easily accessible investor-service centre 
to help increase the flow of pri¬ 
vate capital to the develc^ing world. 
But all these promises have to be read 
against the overall diminution in aid 
and as expressions of the official h<^ 
that Congress would accept without 
further sls^ng the budget pri^osals 
of President Nixon. Tmre is little 
reason, however, to base one’s calerin- 
tions on this oiprotation. Nor is it wise 
to hope for enlaiged outflow of private, 
fiinds in the face of the ptriratliiig tight 
money policy and high domestic 
interest rates. 

The Nfixon budget prmuges a w- 
ordering of natitaial fttiotRies, Room- 



bii«» mbre Itm 16 billion of teduo* 

progtalofam 

;bbd difis sbui: of li^ Aaiatesitie jpro* 
gamtm in seven mt^r niens ti^t wOl 
cost $3 billion in the first year and $1.8 
Idllion four' years frcan now. These 
projects include welfare reform, r^ 
nue sharing with the states and dforts 
to otmb environmental pollution. 

In addition to pruning of defence and 
space, 40 other items suffered the same 
, fate providing savings of over two bil¬ 
lion dollars. The savings are diverted 
to accelerated spending on the war 
against narcotics and criminals. The 
Nixon budget earnuirks 1.2 billion 
, dollars for anti-crime and criminal 
justice programmes. This is an increase 
of about $600 million over the year 
before the current one. 

More and more will be heard as 
years pass about air and water pollu¬ 
tion which America’s rapidly advancing 
industrialisation has brought about and 
which science and industry must now 
cure. The President has asked Cong¬ 
ress to authorize $4-billion in grants to 
states and cities over five years tor waste 
treatment plants. To this programme, 
the states and cities are expected to cont¬ 
ribute S6 billion of their own. This will 


eonstkute die $10 biUkin nationwide 
ctianvi^tm^ programnm. 

The nation’s poor people will also 
benefit from the bud^. It prmnises 
inoease in spending oii dteir behalf and 
a sharply increased emphasis on Federal 
efforts to help them get mme money 
without necessarily working addition¬ 
ally. The poverty budget for the na¬ 
tion’s 24 million poor totals $32.9 
billion. An American poor is a person 
with a family of four, whose income is 
less than $3,410 per year. 

The Nixon administration is also 
placing heavy emphasis on the long 
range implication of its new decisions 
and priorities. Thus looking into the 
future, the budget expects that Ameriwn 
lateur force will swell from 85 million 
to 92 million by 1975. The gross na¬ 
tional product would increase from 
$9^ . billion in 1970 to nearly »1,400 
billion in 1975. 

It took the country 190 years to reach 
a GNP of $700 billion but it will double 
that amount by 1975, i.e. within 10years. 
Mao has something to learn from the 
US in the art of leaping forward if it is 
not to be a leap in the dark. 
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Philips Petroleum), bad estabti^ied pro* 
ductinn which was carried • through 
S%elt-ffP’$ pipeline up to oil terminal 
at Bonny, But their activities were 
seriously threatened by the war. Early 
last year Mobil Produrdng announced 
its plan to install export facilities in 
1970 for oil production which it estab¬ 
lished in its offshore blocks. It is likely 
that following the cessation of war cer¬ 
tain other companies will also annouace 
firm plans for producing oil in the next 
year or two. 

Mineral Ores 

Before oil assumed increased signi¬ 
ficance among mineral resources in 
Nigeria, it was tin ore that placed this 
country on the mining map of the world. 
The presoit production of tin ore 
(cassiterite) of around 12,000 tonnes is' 
sensitive to price ftuctuations in the 
international market. However, con¬ 
siderable activity is going on in Jos 
Plateau which has rich sub-basalt de¬ 
posits. Columbite is another valuable 
mineral for Nigeria as 75 per cent of 
world output is produced in this coun¬ 
try. Nigeria also produces coal in 
Enugo area, which is mostly used for 
railways and for generation of power, 
and the reserves are estimated to be 
around 30 million tonnes. 

Industrial production in Nigeria has 
achieved considerable progress in re¬ 
cent years. At present there are mote 
than 1,500 small, medium and large- 
scale units spread all ovp- Nigeria em¬ 
ploying nearly one million persons. 
Special attention has been directed to¬ 
wards cotton textiles, cement, light 
engineering, rubber products, plywood, 
paper, sugar, chemicals, fertilisers, 
breweries, leather tanning and pro¬ 
cessing, and food processing industries. 
There are more than 12 textile mills 
producing cotton yarn and textiles and 
in the near future more mills are likely 
to be set up. In that case, Nigeria might 
have to import raw cotton. At present, 
however, Nigeria consumes only a part 
of its total output of raw cotton. Ni¬ 
geria is the sixth largest producer of 
natural rubber in the world; local 
factories producing tyres, shoes and 
other rubber goods are consuming a 
part of rubber output which is around 
70,000 tonnes per year. There is suffi¬ 
cient suitable land for rubber planta¬ 
tions and production of natural rubber 
is likely to increase in die coming years. 

Nigeria has at present only one paper 
mill which is managed by Birla Bro¬ 
thers. TTie unit is based on imported 
pulp, producing annually about 14,000 
tonnes of paper and paper products. 
The total annual demand of the count¬ 
ry is estimated at 25,000 tonnes but at 
the present rate of growth, it is likely to 
rise to 40,000 tonnes a year in the course 


Normalcy in Nigeria 

HARDEV SINGH 


With the end of the 30>month-old 
civil war in Nigeria, a speedy recovery 
is expected in this most populated 
African country. Apart from the dest¬ 
ruction of some development projects, 
this has caused a substantial reduction 
in development spending in the country 
in order to meet the cost of war. For 
instance, during the war the federal 
forces pew from 9,000 to 120,000. It 
also resulted in a serious drain on ex¬ 
ternal reserves which wwe used in 
buying armaments. In some ways, 
however, the secession of Biafra made 
comparativdy little difference to the 
overall economy of Nigeria. The 
Kainji Dam costing £87 million on 
River Niger, the biggest single project 
ever to be taken up in Nigeria, conti¬ 
nued its progress and is alr^y feeding 
power into the national ^id. Similar¬ 
ly £6 million second Lagos bridge 
was finished ahead of schedule. One 
dibuld expect, therefore, that the state 
of oorma^ in the Nigerian economy 
wbuid be quite rapid. Nevertheless, it 
would be worthwhile to assess the pre¬ 
sent state of' the. economy in Nigeria 
and its future prospects. 

CMl has been one of the vital issues in 
tfw war vrith the Biafrans who threaten¬ 


ed to sabotage oil installations. Now 
that peace has returned, this industry is 
likely to experience boom. At the time 
of the outbreak of the civil war, Nigeria 
was producing around 600,000 barrels 
of crude oil a day. The output would 
have been around one million barrels 
a day but due to the war it dropped to 
around 550,000 barrels a day. The 
federal government proposes to de¬ 
velop the oil industry in a big way 1^ 
cause Nigeria’s oil is of good quality 
and it is strategically placed to supply 
western Europe. Nigeria thus is now 
emerging as one of the world’s impor¬ 
tant oil producers. 

Fourteen companies from six diffe¬ 
rent countries are interested and en¬ 
gaged in exploration or development 
activities in Nigeria, either in partner¬ 
ship or on their own. *^6 largest and 
most successful companies so far have 
been the Sbcll-BP Petrt^eum Develop¬ 
ment Ctompany of Nigeria, a locally 
incoiporatra British^Dutch partner¬ 
ship, and Oulf Oil Company, a locally 
incoriKirated Americui company, the 
latter hayiiig commenced production 
and. export in March 1965. Two odier 
compatde$, toe French Safrap and 
Nigerian Agip Oil Company (ENl- 
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of next two years* The Federal tjrovcrn- 
ment or Nigeria is. therefore, already 
planning to set up a pulp plant Md also 
a second unit for paper* The denuind 
by the packaging industry is also ex¬ 
pected to increase substantially and 
there will have to be an additional pulp 
plant sufficient to feed two paper mills 
with an annual capacity of 40,000 
tonnes and an additional paper mill 
of 25*000 tonnes annual production 
capacity. 

To help these industries flourish in 
the country, the Nigerian government 
has offered a wide range of incentives* 
which include income-tax holiday for 
peric^s extending up to five years, 
reasonable initial capital allowances and 
annual depreciation allowances, tariff 
concessions on imported raw materials, 
tariff protection and import quota rest¬ 
rictions on certain manufactured goods. 
The incentives have encouraged foreign 
private investment to a fair extent and 
with peace returning to this country, 
further development in ' this African 
market is bound to be substantial 

Agricultural Economy 

Nigeria is still essentially an agricul¬ 
tural country with nearly 60 per cent 
of its gross domestic product being 
derived from this sector and around 80 
per cent of population engaged in it. 
Again, agricultural exports by and large 
earned most of the foreign exchange for 
the country. Oil exports assumed some 
importance only recently. It may be 
pointed out that agriculture centres 
around a few crops such as cocoa, 
ground nut, palm oil and palm kernels, 
rubber and cotton. Nigeria is one of the 
leading producers of cocoa and vir¬ 
tually the whole crop is exported. 
Another important crop is groundnut, 
which is produced exclusively in the 
light sandy soils, with an annual out¬ 
put of around 800,000 tonnes. Nigeria 
IS the largest producer of this commo¬ 
dity, Another cash crop of significance 
is palm — palm oil and palm 
kernel oil. The former is extracted 
from the flashy pericarp of the fruit 
and exported as palm oil. The nuts 
are cracked to obtain kernels which 
are exported and crushed in the im¬ 
porting countries to obtain palm kernel 
oil. Cotton is processed in northern 
Nigeria for export; only a part is con¬ 
sumed in the textile mills operating 
within the country. Tobacco dcvelop- 
ntent has also been encouraged in 
^Nigeria and domestic production is 
sufficient for the two cigarette manufac¬ 
turers. 

The federal government recently set 
up a national advisory committee on 
agriculture to investigate and improve 
the diet of its population. It has rc- 
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commended short-term and loiig<*tenn 
programmes to eliminate malnutrition 
through development of protective 
foods, encouragement of organised 
marketing for foodgratns, establish¬ 
ment of nutritional education pro¬ 
gramme, organisation of a national 
seed schemes. Long¬ 

term measures include the improve¬ 
ment of animal resources, control of 


VIENNA : 

Those in the west of Europe who ex¬ 
pect and those in the east who fear that 
the Common Market will speedily be¬ 
come a fully co-ordinated institution 
can now relax. When it comes down to 
money matters and giving up a little 
national sovereignty, the Market’s 
political leaders are past-masters in the 
art of procrastination and hair split¬ 
ting. 

These characteristics have just been 
discouragingiy displayed in Brussels in 
two areas of Market policy. The 
French have stalled again, over the 
powers of the European Parliament, 
which, meeting in Strasbourg, is little 
more than a debating society, over the 
Common Market’s budget. 

Of ail the Market's members Holland 
is the roost anxious to see the European 
Parliament get a little more authority 
over the budget. At The Hague Market 
summit in December the Dutch manag¬ 
ed to get their partners to agree that 
after 1975 the European Parliament 
would get the right to dispose of as 
much as one percentage point of the 
value-added tax now in the process of 


Commenting on the Railway Budget last 
week, we commended Sir Jeremy Raisman for 
wisely recognizing the principle that the rail¬ 
ways should treat the nigh cost of war-time 
purchases and works a$ part of working expens¬ 
es. But will he display tlie same wisdom in 
dealing with the larger problems of the national 
economy? In about a week's time, when he 
presents his last and the country's seventh 
war budget, he will have a golden opportunity 
of displaying that wisdom, «a« opportunity 
which will not recur and which he cannot throw 
away without risk, firsts to his reputation, and 
more important, to the welfare of the national 
economy. 


FeifimyMnn 

animal disease^ oryapiaed piarji^atiiig 
of livestock and livestock produces and 
the encouragonent of the Writing in¬ 
dustry. Considerable empbasts is now 
being laid on the development of fisfae- 
ries In order to exploit Nigeria's water 
resources. Fish ponds have been const¬ 
ructed and considerable assistance is 
given to the local people" to improve 
fisheries’ resources. 


being adopted by Common Market 
countries. Even this small percentage 
point would probably produce about 
£1 billion a year. 

To this proposal the French govern¬ 
ment, impelled by aGaullist group, now 
objects that the European Parliament is 
being given a power that the French 
Assembly docs not have — the French 
constitution gives power to initiate in¬ 
creased spending to its government, 
not to its Parliament. The Dutch have 
contended that without a Market accep¬ 
tance of this financial power for the 
European Parliament they would be 
unable finally to accept the extended 
guarantees of financial aid for the dis¬ 
posal of farm surpluses demanded by 
the French as a condition for their 
sanction for talks on possible British 
membership. The argument continues 
in Brussels, a proof — if any were 
necessary — that progress towards 
agreed, united action is not only slow 
but subject to many relapses. 

The second area of Market policy in 
which progress is cautious and almost 
unwilling is over monetary co-opera¬ 
tion. The first cautious steps have just 
been taken to implement some of the 


Let Sir Jeremy pause, at th» stage, on the 
path of mounting monetary expansion and op¬ 
pressive taxation he has taken aU these six 
years and look back on the disastrous oonse^ 
quences he has brought about. The budget of 
the Government of India alone has risen from 
an expenditure of less than Rs 80 crores in 
19J8-39 to Rs 352 crores in 1944-45. Actoilty, 
in the first eight months of 194445 alone, de¬ 
fence ejwnditure has amounted to Rs 235i 
crorre, Rs 87 crorre th excess of the corres¬ 
ponding figure of last year and expenditure 
exceeded revenue by Rs 118 crores. despite ad 
improvement of Rs 5S , «*rore« in 
revenue. 


Common Market Drags Its Feet 

£• B. BROOK 


^lcL6Utn ^conombt 25 yea.t6 

FEMUARY 23, 1945 
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Long before India attained freedom, this famed State 
of garden cities with a wealth of natural resources, 
has been calling entrepreneurs. Now the Government 
adds a variety of incentives to make Mysore a paradise 
for industrialists--finance. cheap land, power and 
water in plenty, tax refunds, technical advice and 
co-operation from every Government body, 

Mysore,..a fertile land for industrial plants. 

Write now for further details to: 

DIREGTin, DEPARTMENT OF INDUSTRIES A GOMMERCE, 

Government of Mysore. Vidhana Veedhi, Bangalore-1. OB 

MYSORE STATE INDUSTRIAL INVESTMENT A DEVELOPMENT GORPORATION LTD. 

Hari Nivas' Cunningham Road. Bangelore-1 B. 

Issued by The Department of Information & Tourism, Government of Mysore. 
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Th* yMir 1889-two Inoplrod EnsHohmofi, 
ilamos Qrofvoo and Ck»orEro Cotton 
Joined hanoa and started a trading firm. 
Thus eame Into beins Qreavee Cotton 
& Co. At 1, Forbee Street. Bombay, 
dames Qreavee set ap the Company’s 
headquarters. SInoe then, firom 1. Forbee 
Street, have emeraed pioneering Ideas 
In ensineerinff, aldlna development and 

f rovrth in every Important sphere. 

irst In textiles, then In aarioulture and 
eleetrlolty...later in aviation. Qreavee 
have reached out with enalneerins 
servioe.experienoe and expertise to varied 
activities vital to national development. 


From f • Forbes 
Street, Qreavee ere 
near to their 
numerous oustomere 
throuffhout the 
oountry, throueh 
a wide network of 
four regional offices, 
sixteen branches 
and two hundred 
dealers. 


Qreaves*. 
a multi-market, 
enterprise 

QREAVES 
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3®i '1970 

pr^lpeful* in Ow pl^a itekwn us a jnnr 
ags % Rayiiion4 Bane. Vicp^ts^t 
of-.tlie Mnfket’s Executiye Comou^sioa, 
to provide ral^pu^ egiuaist new out* 
of ctnrrency turmoil. Carried to 
thdr lo^cal conclusion. Bane’s propo* 
sab dtould lead eventually to a mone- 
taty union. 

• 

Whether it will ever do so is uncer* 
tain. All that has been agreed to so far 
is the installation of nuchinory for 
Short-term mutual financial asastance 
between Market members, improved 
economic co-operation and consultative 
procedures, llie member govern¬ 
ments are now committed to supplying 
up to £1 billion of three-month 
credits; renewable for a second three- 
month period, for use by any member 
in balance of pa:^ents difficulties. 
The financial machinery is now 
operational. 

These short-term credits are intended 
to cushion difficulties caused by waves 
of speculation such as have plagued 
west Europe in the last two years and 
to prevent constant accidents in parity 
changes. The cushioning is necessary 
to prevent confusion which could lead 
even now to the break up of the Market. 
The principal contributors to the credit 
fund are, of course, France and West 
Germany with about £150 million each 
and Italy with some £100 million. The 
three Benelux countries between them 


put up onl^ another £t00 milUon — 
a fact whwh illustmies the relative 
weakness of the Da|^ voice against 
that of France in Market decision. 

The Market governments are also 
trying to harmonise their national 
economic policies and seek, as it were, 
safety against one anoffier by two sets 
of guarantees. The firs-, short-term 
Ipiarantees, have been accepted, provid¬ 
ing that monber countries will consult 
each other on major economic measures 
they plmi to take. If any member faib 
to consult in this way, any other member 
country can demand the consultation. 

Long-Term Agreements 

But over long-term agreements on 
economic policies and guidelines for 
a five-year period (not dissimilar to 
east Europe’s five-year plans) there is 
as yet no agreement, though it is hoped 
that key economic indicators will have 
been set by the autumn. Several count¬ 
ries, especially West Germany, were 
critical of growth targets suggested by 
the Market’s Executive Commission for 
the 1971-75 period. A further part of 
the Barre monetary co-operation plan, 
for medium-term monetary assistance, 
has been shelved for the time being. 
The richer members, especially West 
Germany, again, which would have to 
bear the heaviest burden under the 
sdieme, are reluctant to embark on any 


more ambitious pooling reserves than 
the short-tierm plan ptovii^s. 

While those habitations by the 
Market’s biggor members ate under¬ 
standable, th^ obscure the fact that 
the present step towards monetaty co; 
operation within the Market is no more 
than tentative. There is still . far too 
intense national unwillingness among 
members to make anything approaching 
a real European community possible. 

If tlie Common Market is to beci'me 
an effective factor in the economic and 
industrial fields and not merely a co¬ 
operative and occlusive group of pros¬ 
perous nations, it will have to concent¬ 
rate more effectively on its desired 
over^l rate of increase in groas national 
products, on the determination of the 
Market budget and the formulation 
of fiscal and income policies which will 
need to be discussed and decided by 
the Market community as a whole. 
These objectives require discussion in 
the near future and eventually definition 
in the form of rules and directives to 
which the Market’s governments and 
central banks would have to comply. 

Until this more formalized and im¬ 
perative unity and co-operation have 
been achieved any discussion of Euro¬ 
pean reserve funds or a unified Euro¬ 
pean currency (if that vrere ever neces¬ 
sary) is not only irrelevant but an illu¬ 
sion. 
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V. K.nNANCIAt AID 

Two AGREfiMENTS granting further British aid 
to UUs country were signed recently in New 
Delhi. They were signed by the British Minis¬ 
ter of Overseas Development. Mrs Judith 
Hart* who visited this country recently and by 
Mr P. C. Sethi, Minister of State in the Ministry 
of Finance. The first of these agreements, a 
new loan of £9 million (Rs 16 2 crores) is 
available for the import of maintenance items 
from Britain iy both public and private sector 
industries. This loan is granted on the same 
soft terms as all recent British loans (a repay¬ 
ment jiertod of 25 years inclusive of a grace 
periodf of seven years, with no interest or other 
charges). The loan is designed for almost 
immediate disbursement and will help to res¬ 
tore the level of disbursements of British aid in 
1969-70 to that reached in recent years. The 
loan is additional to the £ 38 million (Ra 68 4 
crores) of British financial aid 'to this country 
which the United Kingdom “pledged** at the 
meeting of the Aid India Consortium and for 
which loans have been signed this year. It 
brings the total British aid for which loans have 
been signed in 1969-70 to £ 47 million (Rs 84 
crores). Taken with the £ 16 million (Rs 28 -8 
crores) maintenance loan already signed, the 
conclusion of this new loan increases to £ 25 
million (Rs 45 crores) the sum of money allo¬ 
cated this year for the purchase from the 
United Kingdom of maintenance goods such 
a« spare parts, raw materials and semi¬ 
manufactures. 

With the present loan, aid agreements to the 
value of £ 411 5 million have been signed 
between Britain and India, and it is estimated 
that of this amount nearly 90 per cent will have 
been disbursed by the end of the present finan¬ 
cial year. Among projects established with 
British aid may be mentioned the Durgapur 
Steel Plant and the Heavy Electricals Plant at 
Bhopal. Some new projects, including two 
fertilizer plants, are under discussion between 
the two governments. Also signed recently was 
an agreement gifting £ 1 2 million (Rs 2 >2 
crores) to this country for the purchase of wheat 
and other foodgrains, principally from Argen¬ 
tina. This British gift fulfils part of the obi iga- 
tion accepted by the UK as a signatory of the 
1968 Rome Pood Aid Convention to provide 
225,000 metric tonnes of grain, or the cash 
equivalent, each year for three years as aid to 
the developing countries. This is the second 
year in which the United Kingdom has given 
aid to India under the Convention. 

WALTER SCHEEL IN DEUil 

The West German Federal Foreign Minister 
and Deputy Prime Minister, Mr Walter Scheel, 
visited this country from February 13 to 16, 
1970. During Mr Scheel’s stay in this country, 
meetings were held by him with President 
V. V, Glri, Prime Minister Indira Gandhi, 
Foreign Minister Dinesh Singh and other 
leaders. 

lNDO*U.K. TECHNOLOGICAL GROUP 

The tndo-British technological group has 
decided to meet in London later in the year to 
draw together groups of industrialists in 
different sectors fbr detailed discussions about 
further investments and technolc^ical collabo¬ 
ration. particularly in the direction sought by 
the Government of India. The group met in 
this country recently. Mr Fakhmddin Ali 


Winds 


Ahmed, Minister for Industrial Development, 
and Mrs Judith Hart, Britain's Minister of 
Overseas Development, headed the Indian and 
the British delegations at the talks. In the 
course of discussions with the group, rirospc^ 
of Indo-British joint enterprises in third mar¬ 
kets were recognised. It was pointed out that 
already an encouraging start had been made 
in this direction. 

S.T.C. BRANCH IN W. GERMANY 

The State Trading Corporation is likely to 
open a branch office in West Germany. A 
seven-member delegation recently toured West 
Germany to find out the best location for the 
branch and also ways to increase exports of 
non-tradicional goods to that country. 

INDO-IRAN CO-OPERATION 

The Preparatory Committee of the Indo-lran 
Joint Ommission on Trade, Economic and 
Technical Co-operation met recently. Mr 
Jamshid Ashrafi, Tran's Deputy Minister of 
l^onomy, came as a leader of seven-member 
team to these discussions. Mr K. B. Lall, 
Secretary, in the Ministry of Foreign Trade, 
headed the Indian team which incluwd senior 
officials of the various ministries of the union 
government. At the meeting, the progress in 
regard to the implementation of the various 
decisions taken by the Joint Commission at 
Tehran in June 1969 were reviewed, 

SOVIET AIDED PROJECTS 

A detailed review was made recently of pro¬ 
grammes for expansion of Soviet-aided projects 
in this country during the fourth and subse- 

S uent Plans at a me^g between the Soviet 
elpgation, headed by Mr S. A. Skachkov, 
Chairman of the State Committee for Foreign 
Economic Relationships, the USSR, and Pro¬ 
fessor D. R. Gadgil, Deputy Chairman, and 
Mr R Venkataraman, Member (Industry;, 
Planning Commission. The possibility of fuller 
collaboration between the two countries in the 
context of proposed adjustments in the fourth 
Plan and in later five-year Plans was also dis- 
cussedi References were made in this connec¬ 
tion to development of capadfies in iron and 
steel* aluminiam, fertilizers, oil and oil refining 
in the fourth and subsequent Plans. 

Mr Venkataraman gave a broad picture of 
the proposals for expansion of the production 
capacity of Bokaro steel plant from 1 -7 million 
to 4 0 million tonnes phased in such a manner 
as to secure an output of 2 -S million tonnes by 
1974. Similarly, it was proposed to raise 
Bhilai steel plant's capacity with the possibility 
of obtaining additional output within the fourtn 
Plan itself. Mr Venkataraman also said that 
it was proposed to build steel plants in other 
parts of die country to meet the long-term 
requirements of steel. Referring to the Korba 
aluminium project, Mr Venkataraman stated 
that action had been initiated for production of 
alumina, simultaneously undertaking work for 
a smelter plant. It was also propom to raise 
^oduction capacity of fertilisers in the fourth 

Mr Skachkov pointed out that while he wel¬ 
comed the proposal to increase Bokaro's pro¬ 
duction capacity to 4 -0 milUon tonnes, it w^d 
be possible to lealise this only after the fourth 
Plan. Whether Bokaro could achieve produc¬ 
tion capacity of 2 •$ miliioii tonnes by 1974 


2a 

would have to be ^nmined. He added Att 
Soviet assistaOoe ulU be et ailimle in 
capacity for production of alumij^^ 

Mr Skachkov referred to the shortage of eaaa- 
city in lefhustory plants and suiislted that 
Soviet assistance could be made available to 
India in this field. It was stated on behalf of 
the Commission that provision had beep made 
for addition to lefractory capacity and that this 
would be further discussed with the conoemed 
ministries. 

FORWARD TRADING 

An informal meeting of the prrstdents of the 
stock exchanges was held recently in Bombay. 
The presidents of all the stock exchanges re¬ 
gretted tlie inordinate delay in lifting the ban on 
forward trading in shares. They felt that in 
a mixed economy r^uirements of capital are 
a prerequisite to rapid development of industry. 
The stock exchange members by their efforts 
mobilised every year R$ 75 crores as capital for 
the private sector. The functioning of an 
active capital market is, therefore, of vital im¬ 
portance to develop industry. But the conti¬ 
nued suspension of forward trading in shares 
has brought about stagnation and listlessness 
in the stock market. In the last 7-U2 months 
equities have gone down by more than 15 per 
cent and the new issue market, which was 
trying to attain buoyancy, has again become 
sluggish. Investors, have suffered due to lack 
of liquidity in securities. The presidents of 
stock exclianges hop<^ that the Anjaria Com¬ 
mittee would submit its report soon. 

LICENSING POLICY : 

The union cabinet is said to have approved 
the principles of the new iodustriid licensing 
policy. According to this, industries involving 
an outlay of Rs 5 crores and less will stand 
delioensi^. In other words, the coiling of 
investment for purposes of licensing which 
stands at Rs 25 lakhs at present will be raised 
to Rs 5 crores provided no foreign exchange 
is involved. In the case of industries requiring 
foreign exchange, those involving a foreign 
exchange component up to 10 per cent, and an 
outlay of Rs 1 crore will also be delicensed. 
Industries involving higher foreign exchange 
investment will continue to be 1 icensed. The 20 
business houses identified by the Monopolies 
Commission will have to apply for licences 
irrespective of the quantum of investment. 
The long-awaited decision of the Cabinet is 
expected to be officially announced shortly. 

INDIANISATION IN FOREIGN HRMS 

More and more Indians ate getting higher 
levels of appointments in foreign-owned and 
foieign-controlled companies. The volume of 
Indian emplojiment at these levels has been 
increasing with the growth and diversification 
of the economy. According to employment 
returns as on January 1, 1969, these firms 
employed 9,346 persons with monthly salaries 
of over Rs 2,000. Of these, 7,80(2 or 83*5 
per cent were Indians. A year earlier, the 
percentage was 80*1. Ten years ^ier still, 
in 1958, out of a total of 5,417 employees, 
only 1,384 or 25-6 per cent were Indians. 
The returns also reveal that while, during this 
period of eleven years, the total numb^ of 
employees doubled from 5,417 to 9,346, the 
number of Indian employees increased sixfold 
(1,384 to 7,802). The number of non-Indians 
dropped to less than two-fifehs. Data as on 
January 1,1968,tevealed that the staff receiving 
salaries of up to Rs 2,000 a raontlx had aheady 
been practically Indianiaed, with Indian em¬ 
ployees holding 99*3 per cent of sudi posts. 
This group has therefore been left out of the 
data as on January 1, 1969. In the monthly 
salary group of Rs 2,001 to Rs 3,000 the num¬ 
ber of Indians increased from 4,410 to 4,662 
between January 1968 and 1969 while the 
number of norhlndiim^ declined from 196 to 
173. Hie share of Ihdim inetekied frpm 
95*7 per cent to 96*4 per cent. In the next 
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higher aahiy group of Rs 3,001 to Rs 5,000 
the Qtimbcr of Indtens increased from 2,ioi 
to 2,537 and that of non^lndtans decUoed from 
528 to 425, the percentage share of Indians 
increasing from 80*4 to 85 -7. There was also 
a decline in the number of non4ndian em* 
ployees receiving monthly salaries exceeding 
Ks 5,000, from 1,027 at the beginning of 1968 
to 946 at the beginning of 1969. The number 
of Indians receiving simitar salaries r6se from 
475 tef 603. Expressed in percentages, the 
increases in the share of Indians in this salary 
group were 25 7, 31 6 and 38 -9 at the begin¬ 
ning of 1967, 1968 and 1969 respectively. 

LUBE REnNERY 

The Vice-President of India, Mr G. S. 
Pathak. stated recentl)^ that this country at 
present had about 80 joint industrial projects 
in other countries. International co-operation 
as a pattern of economic development had 
come to stay, he added. He was formally 
opening the Rs 18-crore Lube India refinery 
which is a joint Government of India and Esso 
project. Economic progress, like peace, he 
felt, was indivisible and the elimination of 
poverty through international co-operation was 
one of the prerequisites for the maintenance of 
world peace. The importance of the Lube 
plant lay in the fact that at full production it 
would save the country foreign exchange worth 
about Rs 12 cTores, the amount being spent 
on import of lube base stocks. 

TRAlkSPORT DEVELOPMENT COUNCIL 

Mr K. Raghu Ramaiah. Minister for Parlia¬ 
mentary Affairs, Shipping and Transport, 
inaugurated the eighth meeting of the Trans¬ 
port Development Council on February 12. 
Ministers from slates and union territories in 
charge of roads, road transport, and inland 
water transport including Andhra Pradesh, 
Gujarat, Haryana, Punjab, Jammu and Kash¬ 
mir, Kerala, Orissa, Rajasthan. Goa, Daman 
and Diu, Himachal Pradesh, and Pondiclierry 
attended the meeting, The Transport Develop¬ 
ment Council, which consists of 47 members, 
discussed problems pertaining to taxation on 
road transport, octroi, financing and organiza¬ 
tion of road transport industry, development of 
transport in metropolitan cities, rural roads and 
development of inland water transport. 

RAILWAY EARNINGS 

According to the annual report of Indian 
Railways for 1968-69, the passenger iraflic for 
the first time in 16 years registered a drop of 
1 98 percent terms of passengers originating. 
The total originating freight traffic (204 million 
tonnes), however, recorded an increase of 3 -79 
per cent over the previous year. Against an 
initial anticipation of 7 million tonnes of 
additional originating revenue earning goods 
traffic during 1968-69, the actual materialisation 
was 8 4 million tonnes. The gross traffic 
receipts of Indian Railways were Rs 898 *84 
crores durinp the year against Rs 818 * 14 crores 
in the previous year. Ordinary working ex¬ 
penses were Rs 636 -78 crores against Rs 588 -22 
crores in 1967-68. The increase in working 
expenses over the previous year reflected the 
enhancement of the rates of dearness allowance 
from September 1, 1968, the merger of dear¬ 
ness allowance with pay from December 1, 
1968. tite revision of running allowances from 
December 1, 1968, the increase in the price of 
diesel oil from May 1, 1968, and of coal from 
July 1, 1968 and heavier expenditure on re¬ 
pairs of track, bridges etc. damaged by floods 
and breaches. After meeting all charges, 
including Rs 95 crores contributed to the depre¬ 
ciation reserve fund, the net revenue was Rs 
7 -86 crores short of the dividend of Rs 150-67 
crores due to the general revenues. This short¬ 
fall in the contribution to the general revenues 
was met from the railway revenue reserve 
fund. New lines aggregating 740 route kilo¬ 
metres wore opened to traffic duyring the year. 


In addition, 31 kilometres of iines were convert¬ 
ed from metre-gauge to broad-gauge, 260 kilo¬ 
metres of existing lines were doubled and 350 
route kilometres were electrified on 25 KV 
AC system. The running of super express 
trains was stabilised and their speeds increased 
by providing diesel traction. The container 
service remained popular with trade during the 
year. 

The approximate gross earnings of Indian 
railways during December, 1969 were Rs 81 14 
crores, an increase of about Rs 7,78 crores over 
the gross earnings in December previous year. 
The total gross earnings for April-December 
show an increase of about Rs 46 -26 crores over 
the corresponding period of the year earlier. 
Revenue earning freight trafl^ in December, 
1969 was approximately 15 01 million tonnes, 
an increase of about 270,000 tonnes over 
December previous year. Total revenue earning 
tonnage lifted by the Railway in the first nine 
months of the current financial year was 5 -27 
million tonnes more than the tonnage lifted in 
the corresponding period of previous year. In 
the first nine months of the current financial 
year, passenger traffic has increased by 5.73 per 
cent over the cormsponding peric»d of the last 
financial year. 

PRODUCTION OF RAILWAY AXLE BOXi!s 

The union government desires to encourage 
creation of additional indigenous capacity 
for railway axle boxes >vith spherical, cylindri¬ 
cal and tapered roller bearings for the use of 
llie Indian railways, as the existing capacity is 
inadequate and docs not cover the full range 
of the axle box requirements. Applicatioas in 
the'prescribed form were, accordingly, invited 
from existing licensed manufacturers of ball 


and roller bearings for grant of licences under 
itie Industries (Development and Regulation) 
Act, I95L for establishment of such a capacity 
by substantial expansion of existing under¬ 
takings or inclusion of ‘new articles’, for the 
manufacture of axle boxes, complete with vari¬ 
ous types of roller bearings. All such applica¬ 
tions are to reach the Secretary, Ministry of 
industrial Development, Internal Trade and 
Company Affairs (Department of Induisarial 
Development L. Section) before April 30, 
1970. 

CEMENT RF:SEARCH INSTlTiri'E 

The President of India will lay the founda« 
tion-stone for the Usmeni Research Institute 
of India, a co-ofwrative national venture with 
the active participation of the Government of 
India through the Council of Scientific and 
Industrial Research and the entire cement 
industry in the country, on March 25, 1970. 

C.C.LR. DELIBERATIONS 

Mr Saiya Narayan Sinha, union Minister of 
Information, Broadcasting and Conimunica. 
tions stated that the deliberations of the XII 
Plenary Assembly of the International Radio 
Consultative Committee (CCIR) have given 
renewed hope to the new and developing coun¬ 
tries for the growth of their telecommunication 
systems and training of personnel. He added 
that during the last fortnight the delegates had 
been extremely busy in debating technical as¬ 
pects of radio communication, starting from 
very low frequencies used for radio beacons to 
super high frequencies used in satellite com¬ 
munication, as well as from very low powers 
for communication equipment to very high 
powers for broadcasting. They had to deal 
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with a number oi’ problems relating to organt- 
aational matters of the CCIR, which apequireel 
amicable solution. In the field of techmicaJ 
assistance for the new and developing cdun> 
tries, he indicated that the participants had 
made considerable progress. 

KATWUA-JAMMU RAIL UNK 

The 75-kilomctrc broad-gauge rail link 
between Kalhua and Jammu is expected to be 
completed by March 1972. The project is 
estimated to cost Rs 10 crores. Work on it 
began a year ago. I^nd has been acquired and 
earthwork is in progress. Construction of 
bridges including the major ones across rivers 
Ujh and Basantar and of buildings and staff' 
quarters has also been taken in hand. A sum 
of Rs 2 crores has already been spent on the 
project. The first rail link with the Slate of 
Jammu and Kashmir was established in 1966 
when a broad-gauge line was constructed 
between Madhoporc in Punjab and Kathua in 
Jammu at a cost of Rs 2 5 crores. The line 
involved the construction of u bridge over 
river Ravi. 

JUMBO JETS 

Dr Karan Singh, Minister foi Tourism and 
Civil Aviation informed the members of the 
CA>nsultativc Committee of Parliament of his 
Ministry that this country was among the few 
countrie.s which were getting ready for receiv¬ 
ing the Jumbo jet traffic. Perspective plan- 
ning had been done for development of the 
four international airports at Bombay, Cal¬ 
cutta. Delhi and Madras to meet the require¬ 
ments of largo-capacity Jumbo jets and hi^i- 
speed supersonic traffic during the seventies. 
Work on Rs 1-crore project for extension, 
renovation and face-lift of the Bombay airport, 
the Minister added, will start shortly and will 
be completed by March 1971, when Air- 
lndia*s Jumbos arc received and go into opera¬ 
tion and the international airlines also start 


operating through Bombay with their Jumbo 
jets. Work on the Calcutta airport*s new ter¬ 
minal building, equipped for the high-density 
traffik; expected to be generated by the Jumbos, 
had already been completed at a cost of Rs 2 
crore>. 'fhe interactional airlines will start 
op.^rating from the new building by the end 
of next jnonth when all airlines offices would 
have shifted into the new building. The old 
airport building will then be renovated and 
used exclusively for domestic traffic. The air 
terminals at Pa lam and Madras are already 
being extended for the increased air traffic they 
were expected to receive. 

The Minister indicated that the decision 
to purchase seven Boeing 737 for Indian Air- 
I incs. had been taken after very careful evalua¬ 
tion of Che various aircraft. The augmenta¬ 
tion of the Indian Airlines fleet will increase its 
prolitability. The two airlines were expected 
to generate enough profits to pay for the expan¬ 
sion of their fleets. Air-lndia*s flight 
kitchen, the Minister added had already been 
completed at Bombay, whereas the one at 
Delhi wa.s nearing completion. Various pro¬ 
motional efforts in projecting a new image of 
this country abroad, the Minister pointed out. 
were starting to yield good results. 

CALTEX REDUCES CRUDE PRICES 

Caltex has fallen in line with the other two 
foreign oil companies, Esso and Burmah Shell, 
in cutting its crude import price to £ I 2^ per 
barrel. This decision was conveyed on Feb¬ 
ruary 13 by the company to the Ministry of 
Petroleum. With all the Uiree foreign oil firms 
reducing the price of crude, the saving in 
foreign exchange will come to around Rs 3 - 5 
crores in a year, 

EXPORT OF PLASTICS 

Exports of plastic products arc likely to 
touch Rs 9 crores by the close of the current 
financial year and rhigfit reach Rs 50 crores by 


1973-74. ThefXports reached Rs 6 20 crom in 
1963-69 from Rs 7-5 lakhs In 1955. A Uifet 
of Rs S crores has been fixed for the current 
year. The main markets for Indian plastic 
products are in the west Asian countries, 
Arabian Gulf, Africa and south-east Asian 
countries. Since products are comparable in 
quality and price to the best in the world, they 
have found markets even in the UK, West 
Germany, the USSR, Holland, Czechoslovakia, 
Yugoslavia, the USA and Australia.' 

NAMES IN THE NEWS 

Mr Dayanand Chandulai Kothari of Madras 
has been unanimously elected to be the Presi¬ 
dent of the Federation of Indian Chambers of 
Commerce and Industry for the year 1970-71. 
He will assume charge from the retiring presi¬ 
dent, Mr Ramnath A. Podar, on March 16. 

Mr T. A. Pai, who till recently was the 
Cliairman and Custodian of Syndicate Bank 
has been appointed chairman of the Life 
Insurance Corporation of India, following the 
retirement of Mr M. R. Bhidc from the LlC. 

Mr David Porter, export executive with the 
British mining firm of Victor Products (Wall- 
send) Ltd, arrived in this country on February 
15 for a three-week tour of the country’s coal¬ 
mining industry. The object of his tour is to 
promote sales of his firm’s products made at 
Wallsend and also by tiieir manufacturing 
associate Jardinc & Victor Ltd, of Calcutta. 

Mr P. F. Prevett, head of "the training and 
information section of Britain’s Tropical Stored 
Products Centre, also arrived in New Delhi on 
February 15 at the start of a two-week tour of 
this country to study the country’s training and 
research programmes for ^ain storage and dis¬ 
cuss possible training facilities for Indian offi¬ 
cials in Britain. He will attend a seminar on 
’‘surveillance of crop pests and pesticidal hazards 
during their control which is being 
convened by the Uttar Pradesh Institute of 
Agricultural Sciences at Kanpur. 
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Every* night^is 
now like Diwali 
in this tiny 
Tamilnad vills^e. 

Thanks to-you aha LIC 


Electricity has meant tight and i 
prosperity to many villages and 
towns all over India. Light for 
homes, streets, hospitals. Power 
for tubewells and to pump water 
to thirsty fields. Power for small 
workshops and industrial 
enterprises, bringing new jobs, 
growing prosperity. 

Lie gave a loan of Rs. 5 crores 
to Tamilnad State Electricity Board 
that helped this project through. 
Many electricity, drainage and • 
water-supply schemes get loans 
from Lie funds. Funds of which 



your premiums are a part. When 
you take an LIC policy, you not/i 
only gain securi^ but join 9 
hands in a vast endeavour for J 
mutual benefit. 

14 State Electricity Boards 
got Lie loans to the tune of 
Rs.22.5 crores In 1968-69, bringing 
electricity to thousands of 
small towns and villages. 


LlC-your partner 
in proprets 
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Company Affairs 


BIRLA COTTON 

The international Finance Corporation is 
joining with Birla Cotton and Malaysian inves- 
ors to establish a textile mill in west Malaysia. 
The new business is expected to have an annual 
capacity of some 7 -3 million square yards of 
suiting, shirting and dress material, of natural 
and synthetic hbre blends. It will be located in 
the Mak Mandin industrial estate in Penang 
province and will employ some 900 workers. 
A 5*9 million dollar company, India-Malaysia 
Textiles, has been incorporate in Malaysia to 
build and operate the plant under the manage- 
mem of tlie project’s Indian sponsor, Birla 
Cotton Spinning and Weaving Mills Limited. 
A largo part of the new company’s equity capi¬ 
tal will be provided by a share offering to the 
Malaysian public. Birla Cotton provides a 
major portion of tlie company’s equity, and 
will bs responsible for management. Its equity 
investment will be applied toward the purchase 
of textile machine^ manufactured in India. 
The project thus will benefit India as well as 
Malaysia. IFC's investment amounts to ap¬ 
proximately 1 *5 million dollars, consisting of a 
long-term loan of 1 *25 million dollars, and a 
share subscription the equivalent of 250,000 
dollars. IFC, it may be pointed out, differs 
from other members of the World Bank group 
in that it invests only in private enterprise. 

UNION CARBIDE 

The directors of Union Carbide India Ltd, 
have proposed to issue 4,095.000 bonus shares 
of Rs 10 each to the holders of 8,190,000 exist¬ 
ing equity shares of Rs 10 each in the ratio of 
onc-for-two. These bonus shares shall rank 
in all respects pari passu with the existing 
equity shares except that they will not be entitl¬ 
ed to any dividend in respect of the company’s 
accounting year ending December 25, 1969. 
The bonus issue is subject to the consent of the 
Controller of Capit?! Issues 

UNITED CARBON 

The directors of United Carbon India Ltd, 
have proposed a maiden equity dividend of 15 
per cent tax Tree for 1969. The company’s 
working during the year reveals a gross profit 
of Rs 182 -45 lakhs as against Rs 116 *04 lakhs 
in the previous year. After providing Rs 34 *45 
lakhs for depreciation, Rs 33 lakhs for develop¬ 
ment rebate reserve and Rs 26 lakhs for taxa¬ 
tion, the net profit works out at Rs 89 lakhs. 
Last year, a debit balance of Rs 39 • 18 lakhs had 
to be adjusted and the balance carried forward 
was Rs 4,348. After bringing in this amount, 
the amount available for disposal this year is 
Rs 89 04 lakhs, from which the directors have 
proposed to transfer Rs 89 lakhs to general 
reserve leaving a sum of Rs 3,974 to be carried 
forward. Equity dividends will absorb Rs 23 • 30 
lakhs and paid from the general reserve. 

BIRLA JUTE 

The Controller of Capital Issues has sanc¬ 
tioned the issue of bonus sliares by the Birla 
Jute Manufacturing Company Limited. The 
ordinary shareholders registered as on Feb, 27, 
1970, will be entitled to the issue and allot¬ 
ment of bonus shares in the ratio of one-for- 
one* 

LC.I.CJ. 

The Industrial Credit and Investment Corpo¬ 
ration of India Lt<L has produced favourable 


results for 1969 with a higher net profit of 
Rs 160 39 lakhs against Rs 143 *69 lakhs for 
the previous year. The directors have propos¬ 
ed to maintain the equity dividend at 9 per cem. 
The net profit has been arrived at after provid¬ 
ing for deprecation, taxes and doubtful debt. 


OIL INDIA 

The mauagemem of Oil India Limited, and 
the Assam Petroleum Mazdoor Union, have 
signed an agreement on Janu*dry 31, 1970, at 
Duliajan, field headquarters of the company, 
revising the pay scales. A workman in the 
lowest grade will now have an initial basic pay 
of Rs 120 pcT month a; against Rs 40 per 
month before. The maxintum basic pay in 
the highest grade has been raised to Rs 545 
per month from the previous nuiximum of Rs 
325 per month. Agreement also liberalises 
other facilities provided, such as over-time, 
house allowance, dearness allowance, etc. with 
corresponding increases in the retirement bene¬ 
fits. These increases in the basic minimum 
and the maximum in the highest grade, along 
with other enhanced facilities, will entail an 
additional annual expenditure of R$ 80 lakhs to 
the company. Effective from l')ecembcr 1, 
1969, the agreement will remain in force for the 
next four years. As u gesture of goodwill, the 
company has agreed to pay all workmen, an 
amount equivalent to a month’s basic wages, 
subject to an agreed minimum, in the form of 
ex gratia payment. The Chairman of Oil India 
Limited, Mr Dev Kanta Borooah, has in sepa¬ 
rate messages to the management and the work¬ 
ers, congratulated them on this amicable settle¬ 
ment. He has expressed the hope th-at this wil I 
further strengthen the alre.idy existing cordial 
relations between them. 


HINDUSTAN HOUSING FACTORY 

Hindustan Housing Factory Ltd, has declar¬ 
ed a higher dividend of eight per cent for the 
year ended March 31. 1969, against six per cent 
paid during the preceding three years. The 
company has registered an increase in produc¬ 
tion at Rs 1 -93 crores during 1968-69 against 
Rs 1 *83 crores in 1967-68. Gross profit was 
around Rs 20 80 lakhs and net profit around 
Rs 7-57 lakhs. Allocations include ; di^re- 
ciation Rs 3 *5 lakhs, income-tax Rs 10.57 
lakhs, interim relief Rs 1 57 lakhs, bonus Rs 
I -32 lakhs, reserve for bad and doubtful debts 
Rs 1-33 lakhs and gratuity Rs 58,781. The 
dividend absorbs Rs 3 -91 lakhs. The chair¬ 
man has disclosed in the annual report that the 
Railway Board has placed an order for the 
manufacture and supply of 120,000 broad- 
gauge monoblock prestressed concrete sleep¬ 
ers. The company secured this order against 
stiff competition from leading civil engineering 
organisations. The company has also secured 
tlie p^fabricated portion, of work for the 
Badarpur thermal power pi’oject estimated to 
cost Rs 32 *8 lakhs. With a view to diversify¬ 
ing manufketuring activities, the company 
recently tendered, in association with the 
National Projects Construction Corporation 
Ltd, for th© manufacture of large diameter 
high pressure prestressed pipes for ttic Banga* 
lore water supply scheme in response to the 
global tenders invited by tins Bangalore Water 
Supply and Sewerage Board. The manufacture 
of pipes is estimab^ at Rs $ crores and is to be 
done by the company at a factory to be set up 
near the project site. The company has also 
been awarded the work of five pedcstrain over¬ 


bridges in Delhi by the Municiiial Corporation. 
The estimated cost of the work is Rs 8 5 lakhs. 

STATE BANK OF INDORE 

The State Rank of Indore during 1969 has 
recorded a net profit of Rs 2 -6,3 lakhs. After 
transferring Rs 5*40 lakhs from continger.cy 
fund and after making some adjustments, the 
amount available for di.sposal is Rs 8 06 lakhs. 
The directors have transferred Rs 53,000 to 
reserve fund and Rs 25,(XK) to stalT welfare fund 
and provided Rs 4 4*^ lakhs tor bonus to staff. 
The equity dividend has been maintained at 
Rs 8 per .share which will asbsorb Rs 2*80 
lakhs. De.sposftf» have increased to Rs 2 p 32 
crores from Rs 22 71 crores, nilsanccs to Rs 
16*88 crores from Rs l.^■93 crores, nrserve 
fund and other rc.servcs to Rs 22 -07 lakhs from 
Rs 21-52 lakhs and invesimcms io R$ 7-31 
crores from Rs 6 95 crores. Advances to 
agriculture increased from Rs 28 lakhs to 
Rs I 60 crores in terms of limits sanctioned and 
from Rs 5 lakhs to Rs 66 lakh.s in terms of out¬ 
standings. Limits sanctioned to .small-scale 
industries increased from Rs 2 08 crores to 
Rs 4 52 crores and om.standings from Rs I 03 
crores to Rs 2 -38 crores. 

STATE BANK OF TRAVANCORE 

The State Biink of Travancore has recorded 
during the ytsar ended IXv^mbcr 1969 a net 
profit of Rs 5*68 lakhs, which together with 
balance of Rs 0 02 lakh brought forward 
from the previous >'car and Rs 7-70 lakhs 
drawn from contingencies account to meet part 
of the refund on adjustment of subsidy for 1968, 
makes Rs 13 40 lakh.s. The directors have de¬ 
clared a dividend of six per cent (taxable) per 
sliare of tlie bank for the year 1969, The 
bank’s advances reached a maximum level of 
Rs 44*71 crores during the year under review 
as against Rs 30 84 crores in the previous 
year. The Bank’s policy on credit allocation 
laid more emphasis on increased assistance for 
meeting the genuine credit needs of industrial 
exports, small-scale industries^ agriculture and 
food procurement operations. Financial assi.s- 
tanct'. to priority sectors such as small-scale 
industries, agriculture and exports increased 
by more than 200 per cent during ilie year. The 
Bank introduced several new schemes to meet 
the different types of credit needs of small busi¬ 
nessmen and self-employed professionals. 

DENA BANK 

The working of Dcna Bank for 1969 has 
shown a marked progress with its total depo¬ 
sits, excluding inter-bank deposits, rising to 
Rs no 59 crores from Rs 1()9 '95 crores, an 
increase of 18 H per cent. The total number of 
deposit accounts moved up by 83,(X)0 to 685,000. 
The bank’s (oial advance.s have also risen by 
19 • 3 per cent from Rs 7| -05 crores to Rs 84 -68 
crores compared with a 14 4 per cent increa.se 
in total bank credit for all scheduled commer¬ 
cial banks. The numBer of loans and advanc¬ 
es accounts doubled in 1969 to 25,(XX). Ad¬ 
vances to small-scale industries have gone up 
from Rs 9 06 crores to Rs 14 -26 crores, the 
number of accounts in this category rising from 
1.736 to 3,587. Advances to small-scale indus¬ 
tries now account for 16 *7 per cent of the total 
advances, and include loans of Rs 43 5 lakhs to 
transport operators. The b'tnk’s operations 
in the agricultural sector have achieved progess 
with its outstamUngs rising bv nearly five timc.s 
to Rs 4*32 crores covering 10,696 accounts 
compared with 91-34 lakhs covering 1,434 
accounts in 1968. The agricultural advances 
now account for over 5 per cent of the total 
advances. Advances to exporters have in- 
aeased from Rs 3 crores to Rs 5 *72 crores and 
those to retail trade amount to Rs 4 32 crores. 
These four priority sectors account for 33 *4 
per cent of the total advances. The bank 
opened 44 branches in 1969 of which 32 were in 
centres with a population of less than 10,000. 
This year, it plans to open at least 46 branches in 
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unbanked lown« and at centres alioiied to it 
under the branch allocation schenib, Iwsides 
normal c^-pansions. 

STATE BANK OF BIKANER 

1 he State Bank of Bikaner and Jaipur has 
recorded a net profit of Rs 17 92 lakhs for the 
year ended l‘)ecembcr 31, 1969. against Rs 
15 ‘99 lakhs in the previous year. 71>e directors 
have decided to maintain the dividend at 7 per 
cent, which absorbs Rs 5 60 lakhs, same as 
last year. A sum of Rs 3 60 lakhs has been 
transferred to reserve fund. After making 
otiusr allocations, a sum of Rs 5,000 is carried 
forward against Rs- I .^,000 brought in. 

INDUN ALUMINIUM 

The directors of Indian Aluminium Company 
Limited, have recommended pa>ment of the 
following dividends (subject to deduction of 
shareholders* income-tax at source;, (i) a divi¬ 
dend ofRs 6 25 (less income tax payable by 
the company) on each preference share and (ii) 
a divinded of Re 0. H5 on each fully-paid ordi¬ 
nary share, the divinded on partly-paid ordi¬ 
nary .shares being in proportion to the amount 
actually paid up. 

A high level of demand of 1969 enabled 
the conipany's plants to work at full capacity 
and Sales at Rs 264.3 million were 25 per cent 
above the 1968 figure of Rs 210.9 million. Net 
profit was Rs 26 I million after providing Rs 
20.5 million for development rebate and Rs 5.9 
million for corporate taxes. Corresponding figu¬ 
res for 1968 were: net profit at Rs 22 6 million 
after the provision of Rs I • 1 million for dcvc- 
lapment^rebate and Rs 19.9 million for corpor¬ 
ate taxes. 

The volume of sales was 42,997 tonnes of 
aluminium products. 27 per cent above the 
1968 figure of 33,932 tonnes. This volume of 
sales was made possible by high levels of pro¬ 
duction at the plants, by a rcdiiclion of the 
relatively high levels of .stocks at the start of 
the year and by a small contribution from t!ic 
new ^Igaum smelter. 

rhe Bcigaum smelter was commissioned on 
schedule on October 22, 1969. Two potn>oms 
with an annual capacity of 20,(MX) tonnes are 
already in operation. It is expected that the 
third poiroom (10,000 tonnes) will tic in 
operation in April. Construction and engi¬ 
neering work on the Uelgaum alumina plant 
is progressing to meet the scheduled date of 
commissioning in inid-1970. The site for the 
sliect-rolling mill Itas been .selected at Taloja 
near Bombay in Maharashtra. Preliminary 
work has commenced at the site. Major items 
of equipment have been ordered. 

In April 1969, the comp^^ny announced an 
issue of Rs 70 million 7^ debenture stock 
1980/84 for public subscription. The issue was 
payable in two equal instalments in May and 
Demnbcr 1969 and it was fully underwritten 
bv leading linanciul institutions, banks and 
brokers in our country. 

ICIPRO INTERNATIONAL 

rhe working results of El pro International, 
during the year ended September 30, 1969, 
have resulted in a reduced gross profit of 
Rs 19.55 lakJis as against Rs 24.59 lakhs 
in I he previous >ear. Its sales have mar¬ 
ginally declined to Rs 1.51 crorcs from 
Rs 1.55 cmres. Out of the gross profit* 
the directors have provided Rs 7.62 lakhs 
for depreciation and Rs 11 .05 lakhs for deve¬ 
lopment lebate reserve. After bringing in Rs 
t. 30 lakhs, the surplus of Rs 42* 379 is carried 
forward. The director state in their annual 
report that the year under review was beset 
w4th numerous difTiculties. Sales of lightning 
arrestors, w^hich constitute a large portion oi 
the total turnover, were affected at reduced 
pricCwS fixed by the government resulting in pro- 
poriionaielv lower profits. Costs of materials 
increased ■substantially during the year. Ihe 


company expects to commence shortly com¬ 
mercial production of high tension cut-outs. It 
made the first shipment of an export order of 
calrod heating elements to the Philippines in 
November, I'to. The company hopes to in¬ 
crease its exports in the current year. 

INDfAN OXYGEN 

Mr A. K. Sen, Managing Director of Indian 
Oxygen, struck a note of cautious optimism in 
his sutement to the shareholders at the annual 
general meeting in Calcutta on February 12. 
Mr Sen, said that uncertainly about the eco¬ 
nomic policy of the government was hampering 
industrial growth in the country. Ho also 
mentioned the unstable political condition in 
West Bengal. Despite all this, and accute 
shortage of certain categories of steel, he said 
industrial production continued to show a 
rising trend which was reflected in the com¬ 
pany's sales during 1969. Mr Sen said the 
company'.s technical developments liad been 
commendable, especially w ith regard to mild 
steel electrodes and stainless steel electrodes. 

GODAVARI SUGAR 

I'he working results of Godavari Sugar, dur¬ 
ing the year ended May 31. 1969, have resulted 
in a lower net i>rofii of Rs 4.45 lakhs as against 
R,s 18-77 lakhs. Its sales have increased to 
Rs 7 -57 crores from Rs 6.33 crores. 'Die net 
profit has been arrived at after providing 
Rs 10 '41 lakhs for depreciation, Rs 49,395 for 
development rebate reserve and Rs 10 lakhs 
for taxation. The directors have proposed an 
equity dividend of three per cent for the year. 

T.W.A. 

Preliminary unaudited earnings for Trans 
World Airlines in 1969, including net earnings 
from its wholly-owned subsidiary, Hilton Inter¬ 
national Co., were $ 19,7^,(X)0 or $ I -63 per 
share of common and common equivalent 
sliares. it was announced recently by Charles 
C. Tillinghast, Jr., Chairman of the board. 
Airline revenue for the year, exceeding a billion 
dollars for the iir.st time in the company’s his¬ 
tory, totalled $ 1.098,000, an increase of 15-8 
per cent over those of 1968. Preliminary net 
earnings from airline operations in 1969 were 
S 11,862.000. Hilton International net earnings 
for the year were % 7,904,(X)0, an increase of 
27 -4 per cent over 1968 earnings of $ 6,202,000. 
Passengers flying aboard Trans World Airlines, 
747 superjets will not only be flying the world’s 
largest commercial aircraft, but the> will also 
Ivave more space than any other major compeli- 
livc airline can offer. First to start 747 service 
cm United States routes on February 25, 
TWA’s interior configuration for the new gene¬ 
ration jetliner will feature only 342 scats. 
Of this number 58 are in the two first class 
sections and 284 in the three economy sections. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to fourteen com¬ 
panies to raise capital amounting to over Rs 
2-95 crorcs. Twelve of them are to issue 
bonus shares totelling over Rs I -60 crores and 
the amount of bonus shares ranges between 
Rs 70.400 and Rs 36,62,200. The consents 
arc valid for 12 months. Tlte following are the 
details : 

Ganges Printing Ink Factory Ltd, Calcutta, 
has been accorded consent to capitalise Rs 
16,50,000 out of its general reserves and is.sue 
fully paid equity shares of Rs 100 each as bonus 
shares in the ralio of three for every two 
equity shares held, 

Hico Products Private LM, Bombay, has 
been accorded consent to capitalise Rs 11,64,100 
out of its general reserves and issue fully paid 
equity shares of Rs 100 each as bonus shares 
in the ratio of three for five equity shares held. 

Bright Brothers Private Ltd, Bombay, has 
been accorded consent to capitalise R$ 5,00,(X)0 
out of its genem! reserves and issue fully paid 


equity shares of Rs 100 each as bonus shares in 
ratio of two for five equity shares held. 

Ellora Engineering Company Ltd, Madras, 
has been accorded consent to capitalim Rs 
4,(X),000 out of its free reserves and issue fully 
paid equity shares of Rs 10 each as bonus shares 
in the ratio of two for three equity shares held. 

Coles Cranes of India Ud, Calcutta, has been 
accorded consent to capitalise Rs 26,00,000 
out of its general reserves and issue fully paid 
equity shares of Rs 10 each as bonus shares in 
the ratio of thirteen for every twelve equity 
shares held. 

Harsbadray Private Ltd, Bombay, has been 
accorded consent to capitalise Rs 70,400 out 
of its general reserves and issue fully paid equity 
shares of Rs 100 each as bonus shares in the 
ratio of one for fifteen equity shares held. 

Zenith Steel Pipes Ltd, Bombay, has been 
accorded consent to cavitalise Rs 35,00,000 
out of its general reserves and issue fully 
paid equity shares of Rs 10 each as bonus shares 
in the ratio of one bonus share for every three 
equity shares held. 

Grindwdl Abrasives Ltd, Bombay, has been 
accorded consent to capitalise Rs 36,62,200 out 
of its general reserves and issue fully paid 
equity shares of Rs 100 each as bonus shares in 
the ratio of 19 for 20 equity shares held. 

North Bihar Sugar Mills Ltd, Calcutta, has 
been accorded consent to capitalise Rs 5,00,000 
out of its general reserves and issue fully paid 
equity shares of Rs 10 each as bonus shares in 
the ratio of one for three equity shares held. 

The Commercfal Ahmedabad Mills Company 
Ltd, Ahmedabad, has been accorded consent to 
capitalise Rs 8,66,250 out of its general reserves 
and i.ssuc fully paid equity shares of Rs 250 
each as bonus shares in the ratio of one for five 
equity shares held. 

India Filters Manufacturers Private Ltd, 
Madras, has been accorded consent to capita¬ 
lise Rs 1.14,000 out of its general reserves and 
issue fully paid equity shares of Rs 10 each as 
bonus shares in th ratio of three for five equity 
shares held. 

Camphor & Allied Products Ltd, Bombay, 
ftas been accorded consent to capitalise Rs 
10,00,000 out of its General reserves and issue 
fully paid equity shares of Rs 100 each as 
bonus shares in the ratio of one for five equity 
shares held. 

Madras Spinners Ltd, Palghat (Kerala), has 
communicated to govemment of its proposal to 
issue capital of Rs 15 lakhs under clause 5 of the 
Capital Issues (Exemption) Order, 1969, in 
equity shares of Rs lOiO each for cash at par. 
I'he proceeds are to be utilised for starting the 
second phase of the factory. 

Siporex India Ltd, Bombay, has been accord¬ 
ed consent to issue capital of Rs 120 lakhs 
consisting of Rs 90 lakhs in equity shares and 
Rs 30 lakhs in 9 - 5 per cent redeemable prefer- 
rence shares at par. The proceeds are to be 
utilised to finance the setting up a factory at 
Mundhwa, Poona, for manufacture of light 
weight concrete slabs in collaboration with 
Messrs Internattonella Siporex AB, Stockholm, 
Sweden, to whom equity shares of Rs 12 *5 lakhs 
will be issued—Rs 5,62,500 for technical 
know-how and Rs 6,87,500 for supply of equip¬ 
ment. Equity shares of Rs 25 lakhs would be 
subscribed by promoters etc, for cash and the 
balance to the public for cash. The company 
will enter the capital market with a public issue 
of 52,500 equity shares of Rs 100 each and 
30,000 (9*5 per cent) redeemable cumulative 
preference sham of Rs 100 each at par. Out 
of the public issue, 5,000 equity sheres will be 
taken up the Maharashtra govemment. 
The subi^iption list will open on February 12 
and close on I^bruary 24 or earlier but not 
before Febniaiy 16. 
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THE GWUIOB BATON SILK HFO. (WTB.) CO., LTD. 

(Pulp Dfvfsfon) 

Birlakootam—Ma voor—Kozhikode 


saves 


enormous foreign exchange for National Development 



manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 


Oram : 'WOODPULP', Calicut. 


Phone : ^71-74 


Mg. Agents : Birla (Gwalior) Pte. Ltd. Calcutta 
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INDIA STEAMSHIP CO., LTD. 

-INDIA STEAMSHIP HOUSE**. 21. OLD COURT NOUSE STREET. CAIOITTAJ 


the 



superb quality 
of an 



^Vs/vW VV rVVVVVvLf 

battery 
is guarantee 


Every Amco Battery is guaranteed to be made 
from first class material and of superb 
workmanship- Our highly qualified engineers 
and the 20,000 years of combined battery 
experience of our skilled craftsmen make 
sure that nothing but the best is good enough 
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AMCO OATTemeS LTD., BANOALORC-M 




PtobruMry 20, 1970 
RECORDS AND STATISTICS 


EASTERN ECX)N0MIST 


289 


Renationalisation of 14 Banks 


THE PjtESiDENT, Mr V.V. Gin, pro¬ 
mulgated an ordinance on February 14, 
renationalising the fourteen m^or 
Indian banks whose nationalisation had 
been set aside by the verdict of the 
Supreme Court on February 10, 1970. 
The ordinance makes renationalisation 
effective from July 19, 1969, and the 
chairmen of the nationalised banks have 
been re-appointed as custodians. Full 
text of the ordinance follows : 

An Ordinance to provide for the acquisition 
and transfer of the undertakings of certain 
banking companies in order to serve better the 
needs of development of the economy in confor¬ 
mity with national policy and objectives and for 
matters connected therewith or incidental 
thereto. 

WHEREAS Parliament is not in session and 
the President is satisfied that circumstances 
exist which render it necessary for him to take 
immediate action; 

NOW, therefore, in exercise of the powers 
conferred by clause (1) of article 123 of the 
Constitution, the President is pleased to pro¬ 
mulgate the following Ordinance 

CHAPTER! 

(1) Th is Ordinance may be called the Banking 
Companies (Acquisition and Transfer of Under¬ 
takings) Ordinance, 1970. 

(2) The provisions of this Ordinance (ex¬ 
cept section 21, which shall come into force 
on the appointed day) shall be deemed to have 
come into force on the 19th day of .lub'* 1969. 

2. In this Ordinance, unless the context 
otherwise requires,— 

(a) “appointed day*’ means the date of pro¬ 
mulgation of this Ordinance; 

(b) “banking company” does not include a 
foreign company within the meaning of section 
591 of the Companies Act, 1956; 

(c) “commencement of this Ordinance” 
means the 19th day of July, 1969. 

(d) “corresponding new bank” in relation 
to an existing bank, means the body corporate 
specified against such bank in column 2 of the 
First Schedule; 

(e) “Custodian” means the person who be¬ 
comes, or is appointed, a Custodian under sec¬ 
tion?; 

(f) “existing bank” means a banking com¬ 
pany specified in column 1 of the First Sch^ 
dole, teing a company the deposits of which, 
as shown in the return as on the last Friday 
of June, 1969, fiimished to the Reserve Bank 
under section 27 of the Banking regulation Act, 
1949, were not less than rupees fifty crores; 

(p) “Schedule* ’ means a Schedule to this 

Orahui^; 

wo^s and expressions used herein and 
not dditied but defined in the Banking regula¬ 


tion Act, 1949, have the meanings rest>ectivcly 
assigned to them in that Act. 

CHAPTER II 

Establishinent of corresfNNidtnK Bank 

Transfer of the Undertaking of Existing 
Banks 

(1) On the commencement of this Ordi¬ 
nance, there shall be constituted such corres¬ 
ponding new banks as are specified in the 
First Schedule. 

(2) Th© paid up capital of ©very correspond¬ 
ing new bank constituted under sub-section (1) 
shall, until any provision is made in this behalf 
in any scheme made under section 9, be equal 
to the paid up capital of the existing bank in 
relation to which it is the corresponding new 
bank. 

(3) The entire capital of each corresponding 
new bank shall stand vested in. and allotted to, 
the Central government, 

(4) Every corresponding new bank shall be a 
body corporate with perpetual succession and a 
common seal with power, subject to the provi- 
sionsofthis Ordinance, to acquire, hold and 
dispose of properly, and to contract, and 
may sue and be sued in its name. 

(5) Every corresponding new bank shall 
carry on and transact the business of banking 
as defined in clause (b) of section 5 of the Bank¬ 
ing Regulation Act, 1949, and may engage in 
one or more forms of business speoified in sub¬ 
section (1) of section 6 of that Act. 

f6) Every corresponding new bank sltall 
establish a reserve fund to which sliall be trans¬ 
ferred the share premiums and the balance, 
if any, standing to the credit of the reserve 
fund of the existing bank in relation to which 
it is the corresponding new bank, and such fur¬ 
ther sums, if any, as may be transferred in 
accordance with the provisions of section 47 
of the Banking Regulation Act, 1949. 

4»v£ln the commencenicnt of this Ordinance, 
the undertaking of every existing bank shall be 
transferred to, and shall vest in, the corres¬ 
ponding new bank. 

5. (i) The undertaking of each exi.sMng bank 
shall be de^ed to include all assets, rights, 
powers, authorities and privileges and all pro¬ 
perty, movable and immovable, cash balances, 
reserve funds, investmenis and ail other rights 
and interests arising out of such property as 
were immediately before the commencement of 
this Ordinance in the ownership, posi^ssion, 
power or control of the existing bank in rela¬ 
tion to the undertaking, whether within orwith- 
out India, and all books of accounts, registers, 
records and all other documents of whatever 
nature relating thereto and shall also be deem¬ 
ed to include all borrowings, liabilities (includ¬ 
ing contingent liabilities) and obligations of 
whatever kind then subsisting of the existing 
bank in relation to the undertaking. 

(2) tf, according to the laws of any country 
outside India, the provisions of this Ordi¬ 
nance by themselves are not effective to trans¬ 
fer or veal any asset or liabiliw situated in that 
country whi^ forms part of the undertaking 
of an exist Ins bank to, or in, the corresponding 
bank, the affairs of the existing bank in 


relation lo such asset or liability shall, on and 
from the commencement of this Ordinance, 
stand entrusted to the chief executive officer 
for the time being of the corresponding new 
bank, and the chi^ executive officer may exer- 
ci.se all powers and do all such acts and things 
as may be exercised or done by the existing 
bunk for the purpose of effectively transferring 
such assets and discharging such liabilities. 

(3) The chief executive officer of the coiTes- 
ponding new bank shall, in exercise of the 
powers conferred on him by sub-section (2). 
take all such steps as may be required by the 
laws of any such country outside India for the 
purpose of effecting suth transfer or vesting, 
and may either himself or through any person 
authorised by him in this behalf realise an>' 
asset and discharge any liability of the existing 
bank. 

(4) Notwithstanding anything contained in 
sub-section (2), on the commencement of this 
Ordinance, no person shall make any claim or 
demand or take any proceeding in India against 
any existing bank or any person acting in its 
name or on its behalf except in so far a.s may be 
necessary for enforcing the provisions of this 
section or except in so far as it relates to any 
offence committed by .such person. 

(5) Unless otlierwise' expressly provided by 
this Ordinance, all contracts, deeds, bonds, 
agreements, powers of attorney, grants of legal 
representation and other instruments of what¬ 
ever nature subsisting or having effect immedi¬ 
ately before the commencement of this Ordi¬ 
nance and to which the existing bank is party or 
which are in favour of the existing hank shall 
be of as full force and effect against or in favour 
of the corresponding new bank, and may be 
enforced or acted upon as fully and effectually 
as if in the place of the existing bank the corres¬ 
ponding new bank had been a party thereto or 
as if they had been issued in favour of the corres¬ 
ponding new bank. 

(6) If, on the date of commencement of this 
Ordinance, any suit, appeal or other proceed¬ 
ing or whatever nature is pending by or against 
the existing bank, the same shall not abate, be 
discontinued or be, in any way, prejudicially 
affected by reason of the transfer of the under¬ 
taking of the existing bank or of anything con¬ 
tained in this Ordinance but the suit, appeal or 
other proceedings may be continued, prose¬ 
cuted and enforced by or against the corres¬ 
ponding new bank. 

(7) Nothing in this Ordinance .shall be cons¬ 
trued as applying to the assets, rights, powers, 
authorities and prtvilege.s and propertv, mov¬ 
able and immovable, cash balances and invest¬ 
ments in any country outside India (and other 
rights and interests arising out of such property) 
ot any existing bank operating in that countty 
if, under the laws in force in that country, it is 
not permissible for a banking company, owned 
or controlled by Government, to carry on the 
business of banking there. 

aiAPTER III 

PAYMENT OF COMPENSATION 

6. (1) Every existing bank shall be given by 
the Central Government such compensation in 
respect of the transfer under section 4, to the 
corresponding new bank of the undertaking of 
the existing bank as is specified agaiast each 
such batik in the Second Schedule. 

(2) The amount of compensation referred 
to in subsection (1) shall be given to every 
existing bank, at its option,— 

(a) in cash (to be paid by cheque drawn on the 
Reserve Bank) in three equal annual instal¬ 
ments, the amount of each instalment carrying 
interest at the rale of four per cent per annum 
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You can obtain 
Product Improvoniont 
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EXTRUSIONS 


Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, holtow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of. 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so! Please write to; 

HINDUSTAN ALUMINIUM 
GURPURATION LTD. 

Works: RenuKoot, U.P. 

Officos I BOMBAY 
OELHUCAtCUTTA-MADRAS 
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lirom ih6 c<mneaeenwnlot tNn On)iix«iioe, or 
{b>lia iaiaeible or othmriib tfansfembio 
mt^iftsory iiote$ or stock oatifioatos of the 
Gentnal Oovemment issued and leiMiyable at 
par, and maturing at the end of— 

<i) ten years from the commencement of this 
Ordinance and carrying interest from such 
oonunencement at the rate of four and a half 
per cent, per annum, or 

(ii) Ihirty years from the commencement of 
this Ordinance and carrying interest from such 
commencement at the rate of five and a half 
per cent, per annum, or 

(c) partly in cash (to be paid by cheque drawn 
on the Reserve Bank) and partly in such number 
of securities specified in item (i) or item Ji), 
or both, of clause (b>, as may be required by 
the existing bank, or 

(d) partly in such number of securities 
specific in item (i) of clause (b) and partly in 
such number of securities specified in item (ii) 
of that clause, as may be required by the exist¬ 
ing bank. 

(3) The first of the three equal annual insul- 
ments referred to in clause (a) of sub-section (2) 
shall be paid, and the securities referred to in 
clause (b) of that sub-section shall be issued, 
within sixty days from the date of receipt by the 
Central Government of the option refem^ to 
in that sub-section, or where no such option has 
been exercised, from the latest date before 
which such option ought to have been exercised. 

(4) The option referred to in sub-section (2) 
shall bo exercised by every existing bank before 
the expiry of a period of three months from 
the appointed day (or within such further time, 
not exceeding three months, as the Central 
Government may, on the application of the 
existing bank, allow and the option so exer¬ 
cised shall be final and shall not be altered or 
rescinded after it has been exercised. 

(5) Any existing bank which omits or fails 
to exercise the option referred to in sub-sec¬ 
tion (2), within the time specified in sub-sec¬ 
tion (4), shall be deemed to have opted for 
payment in securities, specified in item (i) of 
clause (b) of sub-section (2). 

(6) Notwithstanding any thing contained in 
this section, any existing bank may, befm the 
expiry of three months from the appointed day 
or within such further time, not exceeding three 
months, as the Central Government may, on 
the application of tlie existing bank, allow make 
an appHcatic^ in writing to the Central Govern¬ 
ment for an interim payment of an amount 
equal to seventy-five per cent of the amount of 
the paid-up capital of such bank, as on the 
commencement of this Ordinance, indicating 
therein whether the payment is desired in cash 
or in securities; specified in sub-section (2) 
or in both. 

(7) The Central Government shall, within 
sixty days from the receipt of the application 
referred to in sub-section (6), make the interim 
payment to the existing bankin accordance with 
the option specified in such application. 

(8) The interim payment made under sub¬ 
section (7) shall be set off against the total 
amount of the compensation payable to such 
existing bank undk* this Ordinance and the 
balance of the compensation remaining out¬ 
standing after such payment shall be given to 
the existing bank in accordance with the option 
exercised, or deemed to have been exercised, 
under sub-section (4) of sub-section (5), as the 
case may be; 

Provided that wheie any part of the interim 
payment is obtained by an existing bank in 
cash, the pt^ent so obtained shall be set off, 
in me first instance^ against the first instalment 
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of the cash payment retamd to in sub-section 
<2), and in case the payment so obtained ex¬ 
ceeds the amount of tne first instalment, the 
excess amount shall be adlusted against the 
second instalment and the balance of such ex¬ 
cess amount, if any, against the third instalment 
of the cash payment. 

(9) Any payment purpmted to have been 
made to an existing bank under sub-section (3) 
of section 15 of the Banking Companies (Ac¬ 
quisition and Transfer of Undertakings) Act, 
1969, shall be deducted by the C^tral Govern¬ 
ment from the amount of the compensation duo 
to such existing bank and the amount so de¬ 
ducted shall be paid by the Central Govern- 
roent to the corresponding new bank. 


CHAPTER IV 

Management of oonespondhig new banks 

7. (1) The head oflic© of each corresponding 
new bank shall be at such place as the Central 
Govermnent may, by notifi^tion in the Ofiicia] 
Gazette, sp|x;ify in this behalf, and, until any 
such place is .so specified, shall be at such place 
at which the head oflicc of the existing bank, in 
relation to which it ts the corresponding new 
bank, is on the commencement of this Ordi¬ 
nance, located. 

(2) The general superintendence, direction 
and managment of the affairs and business of a 
corresponding new bank shall vest in a Board 
of Directors which shall be entitled to exercise 
all such powers and do all such acts and things 
as the corresponding new bank is authorised to 
exercise and do. 

(3) (a) As soon as may be after the appoin¬ 
ted day. the Central Government shall, in 
consultation with the Reserve Bank, constitute 
the first Board of Directors of a corresponding 
new bank consisting of not more than seven 
persons, to be appointed by the Central Oo¬ 
vemment, and every Director so appointed shall 
hold office until the Board of Directors is 
constituted in accordance with the scheme made 
under section 9; 

Provided that the Central Government may, 
if it is of opinion that it is necessary in ths 
interests of the corresponding new bank so t y 
do, remove a person from the membership 
of the first Board of Directors and appoint any 
other person in his place. 

(b) Every member of the first Board of 
Directors (not being an officer of the Central 
Government or of the Reserve Bank) shall 
receive such remuneration as is equal to the 
remuneration which a member of the Board of 
Directors of the existing bank was entitled to 
receive immediately before the commencement 
of ths Ordinance. 

(4) Until the first Board of Directors is 
appointed by the Central Oovemment under 
sub-section (3), the general superintendence, 
direction and management of the affairs and 
business of a corresponding new bank shall vest 
in a Custodian, who shall be the chief executive 
officer of that bank and may exercise all powers 
and do all acts and things as may be exercised 
or done by that bank. 

(5) The Chairman of an existing bank hold¬ 
ing office as such immediately before the*com- 
mencemem of this Ordinance, shall be the 
Custodian of the corresponding new bank and 
shall receive the same emoluments as he was re¬ 
ceiving immediately before such commence¬ 
ment: 

provided that the Central Oovemment may, 
if the Chairman of an existing bank declines 
to become, or tp continue to function as, a 
Custodiaii of the corresponding new bank, or, 
if it is of opinion that it is necessary in the 
interests of the conespondiitg new bank so to 
do, appoint any other person as the Custodian 
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of a corresponding new bank and the Custo¬ 
dian so appointed shall rdcelve sudi emolu¬ 
ments as the Central Ckivemment may specify 
in this behalf. 

(6) The Custodian shall hold office during 
the pleasure of the Central Government. 

8. Every corresponding new bank shall, in 
the di.^harge of its functions, be guided sucli 
directions in regard to matters of policy in¬ 
volving public interest as the Central Govern¬ 
ment may, after consultation with the Gover¬ 
nor of the Reserve Bank, give. 

9. (I) The Central Government may, aftci 
consultation with the Reserve Bank, make a 
scheme for carrying out the provisions of this 
Ordinance. 

(2) In particular, and without pr^udice to 
the generality of the foregoing power, the said 
.schememay provide for all or anyof llie follow¬ 
ing matters, namely:— 

(a) the capita] structure of the corresponding 
new bank, so however that the paid-up capital 
of any such bank shal 1 not be in excess of rupees 
fifteen crores; 

(b) the constitution of the Board of Direc¬ 
tors, by whatever name called, of the corres¬ 
ponding new bank and all such matters in con¬ 
nection therewith or incidental thereto as the 
Central Government may consider to be neces¬ 
sary or expedient; 

(c) the reconstitution of any corresponding 
new bank into two or more corporations, the 
amalgamation of any comesponding new bank 
with any other corresponding new bank or with 
another banking institution, the tran.sfer of the 
whole or any part of the undertaking of acones- 
ponding new bank to any other banking insti¬ 
tution or the transfer of the whole or any part 
of the undertaking of any other banking institu¬ 
tion to a corresponding new bank; 

(d) such incidenlat, consequent ial and supple¬ 
mental matters as may be necessary to carry 
out the provisions of this Ordinance^ 

(3) Every Board of Directors of a corres¬ 
ponding new bank, constituted under any 
scheme made under sub-section (1), shall in¬ 
clude-- 

(a) representatives of the employees and de¬ 
positors of such bank, and 

(b) such other persons as may represent the 
interests of farmers, workers and artisans, to 
be elected or nominated in such manner as may 
be specified in the scheme. 

(4) The Central Government may, after 
consultation with the Reserve Bank, make a 
scheme to amend or vary any scheme made 
under sub-section (1). 

(5) Every scheme made by the Ontral 
Government under tbi.s Ordinance shall be 
laid, as soon as ma^ be after it is made, bdbre 
each House of Parliament while it is in session 
for a total period of (hirty days which may be 
comprised in one session or in two Successive 
sessions, and if, before the expiry of the session 
in which it is so laid or the session immediately 
following, both Houses agree in making any 
modification in the scheme or both Houses 
agree that the scheme should not be made, the 
scheme shall thereafter have effect only in such 
modified form or be of no effect, as the case 
may be; so, however, that any such modifica- 
cation or ammlraent shall be without pre¬ 
judice to the validity of anything previously 
done under that scheme. 


CHAPTER V 
Mlsodlaneoiis 

10. (1) Every corresponding new hank shall 
cause Its books to be closed and balanced on 
the Slst day of December of each year and shall 
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appoint, with the, previous approval of the 
Rnerve Bank, auditors for the audit of its 
accounts. 

(2) Every auditor of a corresponding new 
hank shali be a person who is qualined to 
act as an auditor of a company under section 
226 of the Companies Act, 1956, and shall re¬ 
ceive such remuneration as the Reserve Bank 
may hx in consultation with the Central Go¬ 
vernment. 

(3) Every auditor shall be sUpplied with a 
copy of the annual balance-sheet and profit and 
loss account and a list of all books kept by the 
corresponding new bank, and it shall be the duty 
the auditor to examine, the balance sheet of 
and profit and loss account with the accounts 
and vouchers relating thereto, and in the 
perfornniance of his duties, the auditor: 

(a) shall have, at all reasonable times, access 
to the books, accounts and other documents of 
the corresponding new bank, 

(b) may, at the expense of the corresponding 
new bank, employ accountants or other persons 
to assist him in investigating such accounts, 
and 

fc) may, in relation to such accounts, exa¬ 
mine the custodian or any officer or employee 
of the corre.sponding new bank. 

(4) Every auditor of a corresponding new 
bank shal l make a report to the Central Govern¬ 
ment upon the annual balance-sheet and accou¬ 
nts and in every such report shall state: 

(a) whether, in his opinion, Uie t^lancc sheet 
is a full and fair balance sheet containing all the 
necessary particulars and is properly drawn up 
so as to exhibit a true and fair view of the af¬ 
fairs of the corresponding new bank, and 
in case he had called for any explanation or in« 
formation, whether it has b^n given and 
whether* it is satisfactory; 

(b) whether or not the transactions of the 
corresponding new bank, which have come to 
his notice, have been within the powers of that 
bank; 

(c) whether or not the returns received from 
the offices and branches of the corresponding 
new l^nk have been found adequate for the 
purpose of his audit; 

(d) whether the profit and loss account shows 
a true balance of profit or loss for the period 
covered by such account; and 

(e) any other matter which he considers 
should bio brought to the notice of the Central 
Government. 

(5) The report of the auditor shall be verified, 
signed and transmitted to the Central Govern¬ 
ment in such manner as may be proscribed. 

(6) rhe auditor shall also forward a copy of 
the audit report to the corresponding new bank 
and to the Reserve Bank. 

(7) After making provision for bad and 
doubtful debts, depreciation in assets, contri¬ 
butions to staff and superannuation funds and 
all other matters for which provision is neces- 
SMy under any law, or which are usually pro¬ 
vided for by hanking companies, a correspond¬ 
ing new bank shall transfer the balance of 
profits to the Central Government. 

11. For the purpose of the Income-tax Act, 
1961, every corresponding new bank shall be 
deemed to be an Indian company and a com¬ 
pany in which the public are substantially inte¬ 
rested. 

12. (1) Every person holding office, immedi¬ 
ately More the commencement of this Ordi* 
max, as Ciuurman of an existing bank shall, 
if he becomes Custodian of the corresponding 


new bank, be deemed, on commencenient, 
to have vacated office as ouch Chairmao. 


(2) Save as otherwise provided In sub-sec¬ 
tion (i), all officers and other mpfoyees of an 
existing bank shall become, on the commen- 
oement of this Ordinance, officers and emp¬ 
loyees qf the corresponding new bonk and shall 
hold their offices or services in that bank 
on the same terms and conditions and with the 
same rights to pension, gratuity and other 
matters as would have been admissible to them 
if the undertaking of the existing bank had not 
been transferred to and vested in the corres¬ 
ponding new bank and continue to do so un¬ 
less and until their emplo^pient in the corres¬ 
ponding new bank is terminated or until their 
remuneration, terms or conditions are duly 
altered by the corresponding new bank. 

(3) For the persons who immediately before 
the commencement of this Ordinance were the 
trustees for any pension, provident, gratuity or 
other like fund constituted for the officers or 
other employees of an existing bank, there shall 
be substituted as trustees such persons as the 
Central Government may, by general or special 
order, specify. 

(4) Notwithstanding anything contained in 
the Industrial Disputes Act, 1947, or in any 
other law for the time being in force, the trans¬ 
fer of the services of any officer or other em¬ 
ployee from an existing bank to a corresponding 
new bank shall not entitle such officer or other 
employee to any compensation under this 
Ordinance or any other law for the time being 
in force and no such claim shall be entertained 
by any court, tribunal or other authority. 

13. (1) Every corresponding new bank shall 
observe, except as otherwise required by law, 
the practices and usagss customary among 
bankers, and, in particular, it shall not divulge 
any information relating to or to the affairs of 
its constituents except in circumstances in which 
it is, in accordance with Jaw or practices and 
usage's customary among bankers, necessary or 
appropriate for the corresponding new bank to 
divulge such information. 

(2) Every director, member of a local board 
or a committee, or auditor, adviser, officer or 
other employee of a corresponding new bank 
shall, before entering upon his duties, make a 
declaration of fidelity and secrecy in the form 
set out in the Third Schedule. 

(3) Every Custodian of a corresponding new 
bank shall, as soon as possible, make a de¬ 
claration of fidelity and secrecy in the form set 
out in the Third Schedule. 

14. Every Custodian of a corresponding new 
bank shall be deemed to be a public servant for 
the purposes of Chapter IX or the Indian Penal 
Code. 

15. (1) All acts done by the Custodian, act¬ 
ing in good faith, .shall, notwithstanding any 
defect in hts appointment or in the proo^ure, 
be valid. 

(2) No act or proceeding of any Board of 
Directors or a local board or committee of a 
corresponding new bank shall be invalid merely 
on the ground of the existence of any vacancy 
in, or defect in the constitution of, such board 
or committee, as the case may be. 

(3) All acts done by a person acting in good 
faith as a director or member of a local l^ard 
or committee of a corresponding new bank 
shall be valid, notwithstanding that it may 
afterwards be discovered that this appointment 
was invalid by reason of any daUpct or disquali¬ 
fication or had terminated by virtue of any 
provision contained in any law for the time be¬ 
ing in force: 

Provided tliat nothing ia this section shaU be 
deemed to give validity to any act by a direaor 


marnryni^ 

Of member of a local boordor committee of a 
coriespondlttg new basik alter bis opimiAtnieiil 
hm been shorn to the ioinmpondiiig itew tmnk 
to be invalid or to havo terminated. 

16. (1) Every Custodian of a cormsponding 
new bank and eveiy officer of the Centnd 
Government and of the Reserve Bank and 
every officer or other employee of a corres¬ 
ponding new bank, shall be indemnified by sudk 
bank against all losses and exp^ises incurred 
by him in or in relation to the discharge of his 
duties except such as have been caused by his 
own wilful act or default. 

(2) A director or member of a local board 
or committee of a corresponding new bank 
shall not be responsible for any loss or expens 
caused to such bank by the insufficiency or 
deficiency of the value of, or title to, any pro¬ 
perty or security acquired or taken on behalf 
of the corresponding new bank, or by the in¬ 
solvency or wrongful act of any customer or 
debtor, or by an^hing done in or in relation to 
the execution of the duties of his office, unless 
such loss, expense, insufficiency or deficiency 
was due to any witfiil act or default on the part 
of such director or member. 

17. Any reference to any existing bank in 
any law other than this Ordinance, or in any 
contract or other instrument shall, in so far as 
it relates to its undertaking which has been 
transferred by section 4, be construed as a 
reference to the corresponding new bank. 

18. No provision of law relating to winding 
up of corporations shall apply to a correspond¬ 
ing new bank and no corresponding new bank 
shall be placed in liquidation save by order 
of the Central Government and in such manner 
as it may direct. 

19. (1) The Board of Directors of a corres¬ 
ponding new bank may, after consultation with 
the Reserve Bank and with the previous sanc¬ 
tion of the Central Government, make regula¬ 
tions, not inconsistent with the provisions of 
this Ordinance and any scheme made there¬ 
under, to provide for all matters for which 
provision is expedient for the purpose of giving 
effect to the provisions of this Ordinance- 

(2) In particular, and without prejudice to 
the generality of the foregoing power, the regu¬ 
lations may provide for all or any of the follow¬ 
ing matters, namely:— 

(a) the powers, functions and duties of local 
boards and restrictions, conditions or limita¬ 
tions, if any, subject to which they may be exer¬ 
cised or pMormed, the formation and consti¬ 
tution of local committees and committees of 
local board including the number of members 
of any such committees, the powers, functions 
and duties of such committees, the holding of 
meetings of local committees and committees 
of local boards and conduct of business there 
at; 

(b) the manner in which the business of the 
local boards shall be transacted and the pro¬ 
cedure in connection therewith; 

(c) the delegation of powers and functions 
of the board of directors of a corresponding 
new bank to the general manager, director* 
officer or other employee of that oaidc; 

(d) the conditions or limitations subject to 
which the corresponding new bank may appoiPt 
officers, adviam and other employees and fix 
their remuneration and other terms and condi¬ 
tions of service; 

(e) the duties and conduct of officers, ad¬ 
visers and other en^loyees of the correspond¬ 
ing new bank; 

(f) the establishment and naaintenaiiGe of 
superannuation* pension, provident or other 
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(h) the pfovitton of a seal for the coim* 
ppndioa tletr bank «nd the mnner and effect 
ofitsuse; 

(i> the form end manner In which contracts 
binding oh the coResponding new bank may 
beexeeuted; 

(j) the conditions and the requirements sub¬ 
ject to which loans or advances may be made 
or bills may be discounted or purchased by 
the corresponding new bank; 
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audiority of the encisting bank ^11 be deenied 
to bea reference to the corresponding authority 
of the CQciesponding new bank giuT until any 
such cortesponding authority is cohstituted 
under this (kdinanas shall be deemed to refer 
to the Custodian. 
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(2) In the fnduatriel mmm Adt, 1947« 'm 
section t in clause (bb)« for the words *%m 
any subsidiary bank**, m wor^ figures and 
brackets **a coimpondtng new bank constituted 
under section 3 of the Bankhig Companies fAo* 
quisition and Transfer of Undertakings) Ordi* 
nance, 1970, and any subsidiary bank shall be 
substituted* 


70. (1) In the Banking Regu'ation Act, 
1949— 

(a) in section 34A. in sub section (3), for the 
words **and any su^diary bank**, the words, 
figures and brackets correspondi^new hank 
constituted under section 3 of ine Banking 
C^mpanifs (Acquisition and Tmnsfer of Under¬ 
takings) Ordibance, 1970, and any subsidiary 
bank** shall be substitute; 


<3) In the Banking Companies (Legal Pmc- 
tioners Clients Accounts) Act, 1949, in section 
2, in clause (a), for the words '*and any subsi¬ 
diary bank*’, the words, fig»ites and brackets 
**a corresponding new bank constituted 
under section 3 of the Banking Companies 
Acquisition and Transfer of l)ndertakings) 
Ordinance. 1970, and any subsidiary bank*’ 
shall be substituted. 


(k) the persons or authorities who shall 
administer any pension, provident or other 
fund constitute for the benefit of officers or 
employd^ Ihe corresponding new bank or 
their oeliendattts; 

;|) the fmparation and submission of state¬ 
ments of programmes of activities ahd financial 
statements of the corresponding new bank and 
the period for which and the time within which 
such statements and estimates are to be prepared 
and submitted; and 

(m) generally for the efficient conduct of tlie 
affairs of the corresponding new bank. 

r(3) Until any regulation is made under sub¬ 
section (1), the articles of association of the 
existing bank and every regulation, rule, byc- 


(b) in section 36AD, in sub-section (3), for 
the words **and any subsidiary bank”, the 
words, figures and birackots **a corresponding 
new bank constituted under section 3 of the 
Banking Companies (Acquisition and Transfer 
of Undertakings) Ordinance, 1970, and any 
subsidiary bank” shall be substitute: 

(c) in section 51, for the words “or any other 
banking institution notified by the Central 
Oovemment in this behalf , the words, figures 
and brackets **or any corresponding now bank 
constituted under section 3 of the Banking 
Companies (Acquisition and Transfer of Under¬ 
takings) Ordinance, 1970, or any other banking 
institution notified by the Central Government 
in this behalf shall be substitute; 

(d) in the Fifth Schedule, in Part 1 of para- 


(4) In the Deposit Insurance Corporation 
Act, 1961,— 

(a) in section 2,— 


(i) after clause (e), the following clause shall 
be inserte, namely:— 


‘(ee) “corresponding now bank” means a 
corresponding new bank constitute under sec 
tion ^ of the Banking Companies (Ac^iuisition 
and Transfer of Undertakings) Ordinance, 
1970; 


(ii) in clause (g),— 

»o) for the words “or a banking'^company**, 
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the words “a cofrospondlng new bank or a 
banking company**, and 

(b) for the words **with a banking cmpaiKy 
the words “with a corresponding new bank or 
with a banking company 

shall be substituted; 

(lii) in clause (i) , after the words “banking 
company*’, the words “or a corresponding new 
bank” shall be inserted: 

(b) section 13 shall be re-numbered as sub¬ 
section (1) thereof and after sub-section H) 
as so re-numbered, the following sub section 
I be insertiMl, namely •— 

“(2) The provisions of clauses (a), (b), (c), 
(d) and (h) of sub-section (I) shall apply to a 


eonespcHiding new baulk as they apply to a 
banking company. 

(5) In the State Agrkiilttml Credit Corpo¬ 
rations Act, 196$,— 

(a) in section 2, after clause fi), the foUowing 
< lause shall be inserted, namely*— 

Tii) “corresponding new bank** means a 
corresponding new bonk constituted under 
section 3 of the Banking Companies (Act^uisi- 
tion and Transfer of Undertakings) Ordinance, 
1970, 

(b) after the words **$ubsidi8rv banks” or 
**sv1:»ic-iarvbank”,a8tlte case mav be, occur¬ 
ring in clfiuse (d) of sub section (3) of section 
5, in clause (b) of section 9 and in the proviso 
to section 18, the words “corresponding new 


THE FIRST {SCHEDULE 
(See sections 2, 3 and 4) 


Existing bank 

Corresponding new bank 

Column 1 

Column 2 


The Central Bank of India Limited 

Central Bank of India 


The Bank of India Limited 

Bank of India 


Tlic Punjab National Bank Limited 

Punjab National Bank 


The Bank of Baroda Limited 

Bank of Baroda 


The United Commercial Bank Limited 

United Commercial Bank 


Canara Bank Limited 

Canara Bank 


United Bank of India L mited 

United Bank of India 


Dcna Bank Limited. 

Dena Bank 


Syndicate Bank Limited. 

Syndicate Bank. 


The Union Bank of India Limited. 

Union Bank of India- 


Allahabad Bank Limited 

Allahabad Bank. 


The Indian Bank Limited. 

Indian Bank. 


The Bank of Maharashtra Limited. 

Bank of Maharashtra. 


The Indian Overseas Bank Limited. 

Indian Overseas Bank 


THE SECOND SCHEDULE 



(See section 6} 


Name of existing bank 


Amount of 
compensation 



(in lakhs of 
rupees) 

The Central Bank of India Ltd. 

Tile Bank of India Ltd 

The Punjab National Bank Ltd. 

The Bank of Baroda Ltd; 

The United Commercial Bank Ltd. 
Canara Bank Ltd. 

United Bank of India Ltd. 

Dena Bank Ltd. 

Syndicate Bank Ltd. 

The Union Bank of India Ltd. 
Allahabad Bank Ltd. 

Tlie Indian Bank Ltd. 

The Bank of Maharashtra Ltd. 

The Indian Overseas Bank Ltd. 


1750 

1470 

1020 

840 

830 

360 

420 

360 

360 

310 

310 

230 

230 

250 


banks'* or *ten«MM^kig new ^ 
case may 1m, ahati va tniitM^ 

decree or ordei; Of any ooprt ^ triiHinair , 

(a) any action taken, or purported to farte 
been taken, or anything done; or purpoited to 
have been done; between the 19th day Of My, 
1969, and the 10th day of Mnnuy, 
by any correspiMEidtng new bank pOrporied to 
have been constituM under m Bafldcipg 
Companies (Acquisition and Drahslbr of 
Undertakings) Orainanee, 19CP; or the Banking 


obligation or liability acquired or ipcuned. 
between the said da^. or on behalf of 
such corresnonding new bank shall be deemed 
to have ^men taken, done, acquired or incurred 
under the provisions of this Ordinance by or on 
behalf of the corresponding new bank consti¬ 
tuted thereunder; 

(b) any action taken, or purported to have 
been taken, or anything done, or purported to 
have been done, between the lOth day of Feb¬ 
ruary, 1970, and the appointed day, by an exist¬ 
ing bank or by any person acting on behalf of 
such bank, and any right, obligation or liability 
acquired, or incurred, between the saiddate^ by 
or on behalf of such existing bank shw be 
deemed to have been taken, done, acquired or 
incurred under the provisions of this Ordinance 
by or on behalf of the corresponding new bank 
constituted thereunder. 

(2) Any suit, appeal or other proceeding of 
whatever nature instituted on or after the 19th 
day of July, 1969, by or aaainst a corresponding 
new bank purport^ to have been constituted 
by the Banking Companies (Acquisition and 
Transfer of Undertakings) Ordinance, 1969, 
or the Banking Companies (Acquisition and 
Transfer of Undertakings) Act, 1969, shall not 
abate, be discontinued, or be, in any way, pre¬ 
judicially affected by reason of the expiiy of 
the said Ordinance or the invalidation of the 
said Act, as the case may be, but such suit, 
appeal or other proceeding may be continued, 
prosecuted and enforced by or against the cor¬ 
responding new bank as if such suit, appeal or 
other proceeding had been instituted by or 
against the corresponding new bank constituted 
under this Ordinance. 

THE THIRD SCHEDULE 

(See sub-sections (2) and (3) of section 13) 

DECLARATION OF FIDELITY AND 
SECRECY 

I, do hereby declare that 

1 will faithfully, truly and to the best of my skill 
and ability execute and perform the duties re¬ 
quired of mo as Custbdian, Director, member 
of Local Board, member of Local Committee, 
auditor, adviser. ojSicer or other employee (as 
the case may be) of the^ 
and which property relate to the office or posi¬ 
tion in the said— 
held by me. 

1 further declare that I will not communicate 
or allow to be communicated to any person not 
legally entitled thereto any information relat¬ 
ing to the affairs of the* or to 

the aSkirs of any person having any dealing 
with the* ; nor will I 

allow any such person to inspect or nave access 
to any books or documents belonging to or in 
the ^session of the* 
and celatlng to the business of the* 
or to the business of any. person having any 
dealing with the* 

*Namo of ccmrespondjng new bank to be 

ailcdin, ; 

' ^ • - V.V.'Ciiri, , 

President, 
14-2.3970 , 
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Options for Budget 

THE EDITOR 

If the Railway budget is an indication, the central government has evidently re¬ 
solved upon an austere, if not tough, economic policy. It is true that Railway 
finances have been in serious imbalance for some years now and that an attempt 
has to be made sooner rather than later to correct this situation and this trend. 
Nevertheless, there is both political and economic significance in the fact that the 
Prime Minister and her colleagues have now chosen to assume responsibility for 
such a patently unpopular measure as a substantial increase in freight rates and 
passenger fares all round. The political implication perhaps is that the party 
presently in power at the centre does not believe that it would be compelled to go 
to the polls in the near future for a renewal of its mandate to govern. The economic 
meaning may be that the Prime Minister and her advisers are determined to take 
the difficult steps that may be needed for generating additional resources required 
for sustaining higher levels of development outlays or other public expenditure. 

In some ways, the economic climate and even the political context do seem to 
favour a reasonably large resources effort. For one thing, the pace at which the 
economy has been recovering from the partial industrial recession that came in the 
wake of the end of the third Plan has been far from exhilarating. 1 may refer here 
to the experience of the Railways. Although the then Railway Minister, while 
presenting the budget for the current year, had estimated a growth in originating 
goods traffic of the order of nine million tonnes, it is now being reckoned that the 
additional goods irafiic would not exceed 5.5 million tonnes. When we relate 
this fact to an economic situation in which agricultural production has been re¬ 
assuringly upward, while exports have at least been well-maintained, we are forced 
to conclude that commerce and industry in terms of internal trade have not been 
able to make Ihcir proper contribution to the budding up of general economic 
activity to higher levels. 

in these circumstances, an increase in the level of public outlays is apt to be 
generally looked upon with favour as being likely to have a dynamic effect on the 
behaviour of the economy. With the fourth Plan having been condemned to a 
belated start, a substantial increase in the investment effort will generally be con¬ 
sidered essential if this Plan is to gain any credibility at least in its second year. 
Responsible and informed public opinion, in other words, will be inclined to co¬ 
operate with the central government in any budgetary bid it may make for generat¬ 
ing additional resources for sustaining a higher level of investment or economic 
activity in the nation. 

Mrs Gandiu, no doubt, has quite a few options open to her in patterning this 
resources effort. She however will have to pick and choose with care and caution. 
The price trend will have an im{X)rtaiU bearing on her decisions. Although there 
has so far been nothing which is really alarming about the behaviour of prices, 
there could be nasty surprises in the montl^s ahead. The Reserve Bank, evidently, 
is not taking a ci)inplaccnt view as is shown by its moves, of laic, for the enforce¬ 
ment of more vigorous discipline on the availability of credit for industry and 
trade. It follows that Mrs Gandhi will have to exercise great judgment in deter¬ 
mining the quantum of deficit financing which she may propose for the new finan¬ 
cial year. Public opinion on the subject has no doubt become sufficiently ed’^ca- 
ted to appreciate not only the need for but also the desirability of deficit financing 
being resorted to for raising a due proportion of any additional resources tliat may 
be needed for supporting a high level of public outlays. At the same time, it is 
quite important indeed that the government's economic and fiscal policies should 
studiously avoid giving an impression of an inflationary disposition. 

I believe that Mrs Gandhi will be in quite a favourable position where pub¬ 
lic borrowing is concerned. It has been my view for some time now that this 
means of tapping the community’s savings is not being adequately exploited. The 
higher direction of government policies as well as the performance of the Reserve 
Bank must be blamed for the failure that there has been in the promotion of a 
proper gUt-edged market I do not expect this lapee to be corrected overnight, 
but the Rationalisation of 14 mmor banks (whatever may be the other merits of 
this step) should certainly be of assistance to the central government now in cm- 
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ploying the banking s^yslcm as a positive 
and powerful instrument for Utc success 
of a full-blooded borrowing progfamme. 


Gi>cn a responsible level of deficit 
financing and a bold or even adventurous 
programme of market loans, the central 
government may not be under any 
great necessity to mount a tax effort 
which will be beyond the community’s 
capacity to pay. U is my belief that 
additional taxation of the order of 
about Rs 150 crorcs may be attempted 
without undue hardship being inflicted 
on individuals or injury being done to 
the national economy. Much the 
greater part of this additional taxation 
could be obtained easily through a wide- 
ranging tapping of the central excise 
duties. In an economy, which is 
steadily expanding its industrial struc¬ 
ture it would be natural for excise taxa¬ 
tion to grow in range and depth from 
year to year and, provided the selection 
of commodities and the determination 
of rates arc wisely made, the govern- 
metu ought to be able to raise addi¬ 
tional revenue from this source^ wit|j- 
out inviting legi|jmaie objections! 

Import duties constitute another lax- 
heunng field which could be husbanded 
with discriminating purposivcncss. It 
is, however, extremely important that 
nothing should be done here which 
might throw any new load on the ex¬ 
pansion of existing industries or the 
establishment of new industries involv¬ 
ing imported machinery or other capi¬ 
tal equipment. At a time when the 
limited investiblc resources m the com¬ 
munity have to be stretched as far as 
they could go, it would certainly not be 
sensible for the central government to 
appropriate any more of these re¬ 
sources through increases in duties on 
imported capital goods. This apart, 
in the case of major industrial projects, 
financial arrangements, including those 
relating to foreign collaborations, are 
usually negotiated to such fine toleran¬ 
ces that any new liability imposed on 
such ventures in such forms as an in¬ 
crease in import duties on machinery 
or other industrial equipment, could 
easily upset dcIicatcly-rearcd structures 
of financing. 


From a purely budgetary point of 
view and in the strict terms of a reason¬ 
able resources effort, there is unlikely 
to be need for any significant new' initi¬ 
atives in the area of direct taxation. 
At the same time, it is unrealistic to ex¬ 
pect Mrs Gandhi to refrain from mak¬ 
ing a show offeree or at least vigour on 
this politically profitable front. No 
useful purpose would be served by my 
speculating at this juncture on what she 
may elect to do in the general direction 


of soaking the rich or in the particular 
matter of enforcing a ceiling, direct or 
indirect, on urban property or other 
forms of wealth. It only rernains to hope 
that she has considered with a sense 
of responsibility and some economic 
wisdom such proposals as may have 
come up before her relating to such 
possibilities as capital or other levies 
on corporate assets* fiscal discourage¬ 
ment of bonus shares or dividends and 
sharp increases in the wealth tax on 
individuals. The economic conse¬ 
quences ol any expropriatory taxation 
of productive capital with companies 
or investiblc funds with individuals 
ought certainly to be weighed carefully 
before political temptations are yielded 
lo. 

As for the taxation of incomes of 
individuals or companies, a sound case 
can, no doubt, be made up for plugging 
such of those loopholes as may encourage 
tax avoidance to an extent which may 
defeat the intentions of the tax laws. It 
may also be justifiable lo assess criti¬ 
cally the continuing need for various 
allowances, rebates an4 refunds which 
add to the complexity 'of the tax system 
without improving its fairness or effi¬ 
ciency. But such reforms can be justi¬ 
fiably accepted only if simultaneously 
the basic rates of taxation of incomes, 
whether of individuals or companies, 
arc brought down to more reasonable 
levels so that desirable incentives arc 
nursed and protected. 

A word about possible fiscal pro¬ 
posals generally, whether they are in 
the field of indirect taxes or that of 
direct taxes. The government, in all 


There k onl> one lest b> which Sir Jeremy 
Raisin,m's Milediclory tnidget will be judged by 
this counti>: How far dws it prepare Indians 
war-ravaged economy to meet the difTicult 
and ikhIous pei lod of reconversion and transi¬ 
tion from war to ixiace which is in prospect, 
without prejudice to the immediate needs of 
ihc war? Judging by this test wc have no 
hesitation in pronouncing it an unqualified and 
unmitigated failure, i^or the needs of the war 
it provides adequately, even excessively. In 
fact tlie excess of Rs crones in defence ex¬ 
penditure over the earlier ejfiimatc in 1943*44 
and of 130 crorcs in 1944-45 on the ground 
tliat war was fought on tndUin soil is suspicious 
m the light of a bigger figure for 1945-46, when 
a decline is to be expected — a matter which 


Its pronounuemisnls down to its latest 
sutement of industrial licensing policy^ 
has affirmed and reaffirmed its concern 
for the sound and fast growth of prio* 
rity industries. It would clearly go 
against this declared objective if the 
coming budget were to impose any 
new fiscal liability on such industries, 
thereby adding to the difficulties they 
experience already in obtaining caidw 
resources or organising their equities 
on a sound basis. These industries 
have a special claim to consideration, 
where import duties on the capital goods 
needed by them or excise i?!uties on their 
products are concerned. In fact, a 
certain degree of stability and certainty 
of fiscal treatment ought to be assured 
to industries in the core sector and 
other industries which are significantly 
related to basic economic growth. 

In any budget which opts for substan¬ 
tial additional taxation, the role of re¬ 
liefs could only be marginal if not sym¬ 
bolic. Even so, the Prime Minister 
should be able lo win legitimate popu¬ 
larity by raising the exemption limit for 
liability to income-tax. Only, this 
concession should not be made an ex¬ 
cuse for the rates being stepped up on 
incomes in the higher slabs which arc 
already heavily taxed. 

Elsewhere, it should be possible for 
Mrs Gandhi to reconsider the validity 
of excise duly on fertilizers which was 
impos^ for the first time in the current 
financial year. If the aim is only lo 
make relatively affluent farmers con¬ 
tribute lo ccntrol taxes, this could 
be progressively accomplished by the 
elaboration of the general striiclurc of 


the legislature will do well toenquire into. But, 
for the imperative needs ol reconversion the 
budget certainly does not provide. It abounds 
in vivid dcftcriptionH of the economic events 
ranging from China to Peru, ft is rich in wholly 
irrelevant and fallaciously argued excursions 
into the field of economic theory. But it fails 
to take notice of the Inexorable needs of tlic 
dangerously deteriorated economic sttuation 
of this country. Even the most sympathetic 
appraiser of the retiring Finance Member's 
lecord will scan his speech In vain for one bold 
stroke of constructive efTort. Despite his 
claim to the contrary. Sir Jeremy has managed to 
succeed mnaarkably well in aggravating the 
difficulties which this unfortunate country witf 
have to face after the war. 


&onomiit J25 yeat6 

MARCH 2, 1945 
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the central escdse duties, without neces^ 
sarily indodhig in this exercise commo* 
dities which are in the nature of agri¬ 
cultural inputs. 

Mrs Gandhi will, no doubt, give 
thought to arguments which are being 
conrauaHy advanced in favour of the 
removal or reduction of existing export 
duties. Tea, jute goods and coir pro¬ 
ducts seem entitled to consideration. 
There may be others. Conversely, it 
ought to be possible to consider 
certain goods, not paying any export 



All these however are details. What 
would really matter is that the Prime 
Minister should produce a budget with 
which Parliament and informed public 
opinion should be able to co-operate 
in the faith that its fiscal proposals 
would provide for a reasonable re¬ 
sources effort without flirting with in¬ 
flation or destroying desirable economic 
incentives in the community for the 
sake of the government's short-term 
and short-sighted political gains. 
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being called upon to pay for the ser¬ 
vices of the Railways in the new finan¬ 
cial year; there is still no certainty that 
Railway finances will be coming out of 
the red. When this is the truth about 
the Railway earnings as related to 
the costs of Railway operations, it is 
dearly not possible to rationalise, as 
Mr Nanda wants to do, the proposed 
increases in freight rates and fares as 
being related to the responsibility which 
th% Railways have for generating re¬ 
sources for their capital schemes during 
the fourth five-year Plan. The freight 
rates and fares are being increased not 
so much for generating development 
resources or even for bringing about the 
financial solvency of Railway opera¬ 
tions as in a vain attempt to enable 
Railway receipts to keep pace with 
the steadily mounting costs of Railway 
operations. 

It is possible, of course, that some 
of the circumstances making for the 
continuing increase in operating costs 
arc beyond the control of the Railway 
administration. But what is more to 
the point here is that there is no evi¬ 
dence that the Railways are trying to 
control effectively at least those fac¬ 
tors of costs which fall within their 
field of regulation. It is being repeated 
ad nauseam, in one railway budget 
speech after another, that the expendi¬ 
ture on staff, fuel and stores has been 
increasing in accordance with the broad¬ 
er trends in the economy. Surely, this 
is not a situation which is to be accep¬ 
ted in a spirit of resignation and with¬ 
out any attempt at remedial action. 
There is such a thing as productivity 
and it is high time that a little more 
had been heard of what the Railways 
have done or propose to do to moderate 
increases in the real cost of labour or 
fuel or stores through improvement in 
administration or operating efficiency. 
As it is, the Railways seem to be con¬ 
tent with exploiting their serai-mono¬ 
polistic position for passing on in¬ 
creases in costs to captive users of 
rail transport. 

An official handout has chosen to 
describe the increases in freight rates and 
fares as ‘^marginal*’. A sum of Rs 39 
crorcs, however, is not a small one and, 
in deciding on a general increase in pas¬ 
senger fares, the Railways would seem 
to have been indifferent to the hardship 
this policy may cause to persons of 
limited means undertaking necessary 
travel in this country of long distances. 
Similarly, in decreeing a general in¬ 
crease in freight rates, they have been 
equally casual about the adverse impact 
this measure may have on commerce 
and industry in our high-cost economy. 

Finally, if there is anything at all to 
be said in favour of this Railway 
budget, it is that it has not been lacking 


Into the Red 


Once again the Railways have lost 
the race between operating costs and 
earnings. Although, in the current 
year, they would be moving only about 
5.5 million tonnes of goods traffic 
as against the budget auticipation of an 
increase of nine million tonnes, they 
would be spending Rs 17.7 crores 
more than the budget provision 
for ordinary working expenses. This 
increase in the cost of Railway opera¬ 
tions is only the latest instalment in a 
continuing trend which has been steadily 
eating into the solvency and financial vi¬ 
ability of the Railways over the years. 
So far as 1969-70 is concerned, the nomi¬ 
nal budgeted surplus of Rs 1,91 crores 
has been wiped out. Instead, there is a 
revenue shortfall of Rs 12.55 crores. 
To enable the Railways to pay the di¬ 
vidend of Rsl58,43 crores to the gene¬ 
ral revenue, there is thus need to make 
good this deficit and, for this purpose, 
the Railways will be taking a loan of 
Rs 9.85 crores from general revenues, 
after availing itself of the amount of 
Rs 2.84 crores in the Railway Revenue 
Reserve, Fund. 

Mr G.L. Nanda, presenting the Rail¬ 
way budget in the Lok Sabha on Feb¬ 
ruary 23, mournfully inforiped the 
House that this would be the fourth 
year in succession when net Railway 
revenues had failed to produce the full 
amount due as dividend to the general 
revenues. This chronic imbalance in 
Railway finances naturally casts its 
shadow over the budgetary outlook for 
the Railways in the new financial year 
of 1970^71. The Railway Minister 
has to shoulder the unenviable res¬ 
ponsibility for correcting this situation. 
Predictably perhaps he has followed the 
line of least resistance. Resorting to 
a geimal increase in freight rates and 
passenger fores, he has sought to raise 
an additional amount in the aggregate 
Of Rs 39 crores^ 

VfUh this proposed augmentation of 
revenues, Mr Nanda beUev^ that the 
Railways wBI not only be i^le to meet 
but of its eamnga in the new year ifo 


dividend liability in full but also show 
a net surplus of Rs 22.38 crores. 
Counting his chickens which are still 
to be hatched, the Railway Minister 
plans to credit the major part of this 
expected surplus to the Development 
Fund, after appropriating a portion to 
the Revenue Reserve Fund for repaying 
one-third of the loan taken this year to 
meet the shortfall of the dividend plus 
interest on the outstanding balance of 
the loan. 

It may be said to the credit of the 
Railway Minister that this planned 
financial rectitude on his part is alto¬ 
gether admirable. The question how¬ 
ever is whether the anticipated net sur¬ 
plus would actually materialise even 
after the public has been made to pay 
more for the services of the Railways 
on the lines indicated in Mr Nanda’s 
budget proposals regarding freight 
rates and passenger fares. In the 
first place, the Railway Minister assumes 
an increase of the order of 7.6 million 
tonnes in originating goods traffic in 
the budget year. Although this esti¬ 
mate is more modest than the corres¬ 
ponding budget estimate for the current 
year, it is still appreciably in excess of 
the volume of traffic which is expected 
to materialise this year. The Railways, 
in other words, are gambling on a sub¬ 
stantial improvement in the level of 
economic activity. The gamble may 
come off — or it may not. 

As against this, the Railways will 
almost certainly fail once again to con¬ 
tain the growth in their working ex¬ 
penses. As it is, the provision for this 
expenditure is Rs 17.94 crores in the 
budget year which, incidentally, is 
about the same as the actual increase in 
Ordinary Working Expenses in the 
current year over the amount budgeted 
for the purpose. In the circumstances, 
Mr Nanda's anticipations regarding 
the probable sixe of Ordinary Working 
]&cp^ses in the new financial year are 
hardly likely to inspire confidence. 

*nie thm, is that despite the 

hilihjet bffl which the comniwity is 
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in political courage. Mr Nanda has dude that the discipline ^ich public 

not hesitated to step into sensitive areas resistance to repeated increases in 

where popular opinion could be aroused freij^t rates and passenger fates may 

against new levies. Even that highly exer^se could be a wholesome fat^r 

combustible element, suburban season- in forcing the Railways to realise that 

ticket holder, is being compelled to there are limits to their passing the buck 

pay his tribute to Railway finances. to the consumer. To the extent that 

In a way, this should be a blessing. this public resistance can be constitu- 

Seeing that the Railway administration tionally and constructively expressed 

is either unwilling or unable or both only through the responses and rea^ 

to take effective measures for increasing tions of Members o( Parliament, their 

productivity, improving operational views on and attitudes towards Mr 

efficiency and thereby controlling the Nanda’s proposals on fares and freight 

growt!) in costs, we arc forced to con- rates will be awaited with interest. 

Banks in a Development Context 


The first International Seminar on 
Banking and Development organised 
by the Reserve Bank of India may be 
said to be the parting gift of Mr L.K,. 
Jha as Governor of the Reserve Bank 
of India to the banking community 
not only of India but of all developing 
countries generally. It was indeed a 
grand idea to get together from both 
developed and developing coun¬ 
tries so many prominent bankers and a 
picked handful of academicians and 
financial journalists from India to de- 
lilKrate on and provide solutions to 
what Mr Jha himself described so aptly 
as the dilemma of central bankers in 
developing countries. Although this 
dilemma is, in the main, how to re¬ 
concile the conflicting claims of growth 
and stability, it has so many facets, as 
can be seen from some of the issues for 
consideration posed by the Reserve 
Bank of India chief himself in the paper 
on “Banking and Development’* he 
presented to the seminar. As to list 
these is to give some idea of the dis¬ 
cussions, we had better set them down 
here in full. 

(»■) How best can the community’s 
preference for saving in the 
form of financial assets be 
raised ? 

(//) Is there any optimum relation¬ 
ship between the rate of mo¬ 
netary expansion and the rate 
of real income growth? 

(Hi) In what manner and to what 
extent should the rate of mone¬ 
tary expansion con.sidcrcd de¬ 
sirable in a multi-annual con¬ 
text be tempered to the exi¬ 
gencies of current devclcp- 
. ments ? 

(iv) How important is price stabi¬ 
lity in the growth context ? Is 
there a tolerable or desirable 
level of price rises ? 

(v) What adaptation in monetary 
policy or techniques including 


the regulation of the level and 
structure of interest rates, is im¬ 
plied in the {process of bringing 
new sectors into the monetary 
orbit, without in the process 
sacrificing the discipline needed 
for stable and orderly growth ? 

(v/) What kind of a role can a 
monetary budget and a credit 
plan play in a devclcping eco¬ 
nomy ? 

(vii) What should be the central 
bank’s responsibilities for buil¬ 
ding up the financial infra¬ 
structure of growth ? 

(vi/7) Should the central bank ope¬ 
rate only through the commer¬ 
cial banking system by provi¬ 
ding rediscount or refinance 
facilities, or should it also en¬ 
gage in direct financing or un¬ 
dertake commercial banking 
functions ? 

(ix) What arc the relative advan¬ 
tages of a system of branch 
banking as compared to the 
unit banking system? Should 
there be a functional or terri¬ 
torial specialisation on the 
part of commercial banks, or, 
should they operate as agencies 
purveying credit for a variety 
of purposes and to a number of 
sectors ? 

(x) Are differential rates on de¬ 
posits. say, from rural areas, 
an appropriate incentive for 
mobilisation of savings ? 

(xi) How is the profitability of 
branch expansion to be asse¬ 
ssed ? Are there any sugges¬ 
tions for reducing the opera¬ 
tional costs of branch ban¬ 
king? 

(x/i’)What basis or techniques of 
bank lending to agricaltureatid 
< small indnstries can strike thb 


right balanoe hetvraea judghsg 
loan applications in terms cR' 
“purpose” and/or in terms of 
“security” ? 

(xiit) Is there much experience to 
draw upon in the field of c 9 *or- 
diluting the deposit mobilisa¬ 
tion and credit disbursal acti¬ 
vities of commerciai and co¬ 
operative banks in the rural 
areas ? 

(a:/v)To what extent and in what 
ways should the activities of 
specialised term-landing insti¬ 
tutions be linked to or co-ordi¬ 
nated with similar or allied 
activities of commercial banks 
and of the capital market as a 
whtde ? 

(xv) What should be the relation¬ 
ship between term-lending ins¬ 
titutions and the central bank 
from the point of view parti¬ 
cularly of co-ordinating the 
flows of capital funds from such 
institutions with the current 
alignment of monetary policy? 

As the report released by the organi¬ 
sers of the seminar makes it clear, al¬ 
though various views were expressed 
by the participants, there was no attem¬ 
pt to draw or state agreed conclusions. 
But this docs not mean that the seminar 
was not without its value. For there 
is always much to gain for those who 
care from the free and frank exchan^ 
of views and the comparison of mutual 
experiences that such seminars help to 
bring out. Not unoften, those who 
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llaUng as its tbeaM “Mia iato The 
Saseatiai'’, lliia Aanaal NiunlNr iliraMas 
Mla’e pnwEecls fai iha aew decade la the 
oetloBai aad the Urtan u i tl oaal eoalexts aad 
aialaet the hackgrooad af tha aoit-«rar 
yean. It is, thanfste, a cwhtnitloa of a 
sarvay aodananalyBb. with thaeaiphaslsea 
thaprahaMcdttpeoflha sawaties. A UgUb 
vahnUelhainnaf tWsAaaual NaadMW is a 
seedoBofapeeiBl arlklei Matiag hi • eeha- 
Burly BaUoaaoeaaaiic tanas ot ea nt a a d hu 
faapoiMoc, particsdaily finr ds wia id iig 
caniMci. 


lUastraM with charts aad tmta aad 
cattylag. as asaai,aa iatarpeetaUve taction 
ofetatietics. theAniwd Piauibtr h pdeedat 
Re Id pir copy. It ta availaMe, hmwnr, 
withent aafra charpe to nihietiban who ape 

earelM beBm Maich It. UTdi WHl oBa 
ha aadtled to a tbw edpy oftha Aanul 


Oa sale irfth toadiag haeloiitaf er. 
diraetHwai 

limISSI&N BSC^^ LtO. 
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teiMi not io. titke theit mpomibilUiM 
too $nvk»t»ly; or are upt to a<k>pt the 
Km of least resistance, are content to 
transftlaiit hieas or soiotions from a 
forol^ coontry withotit due regard to 
the otrcntnstaAces obtmning there or 
the stage of economic evolution rea¬ 
ched %y it: Just as no two persons are 
exactly alike; conditions and environ¬ 
ments in no two diffi»rcnt countries are 
similar in every way, wherefore what 
is applicable to or feasible in one coun¬ 
try IS not always so in another country. 

In a seminar, where there are repre¬ 
sentatives from different countries in 
different stages of economic evolution 
and even with different ideologies, it 
beooines possible both to present the 
peculiarities of every conceivable situa¬ 
tion as has developed in the different 
countries and to assess the advi¬ 
sability or practicability of their solu¬ 
tion as tried out in the countries of 
the different participants and the mea¬ 
sure of success achieved. Even so, the 
final answer may not emerge, but at- 
least many doubts are bound to be dis¬ 
pelled and new approaches or approa¬ 
ches with new nuances may suggest 
themselves. 

It is noteworthy that, at the outset 
itself, the seminar stressed the view that 
the problem of development is a con¬ 
tinuing one and that no country can 
regard itself as having reached the 
peak of its developmental efforts. In 
the dynamic society that we live in, if 
we solve one problem, another raises 
its head crying out for solution. Even 
the leading advanced countries cannot 
say rhey have no development problems, 
so that the problem of financing de¬ 
velopment will continue to engage the 
attention of all bankers, in particular 
those heading central banks the world 
over. 

The report on the seminar refers to a 
view that it is not necessary to rely on 
the financial market mechanism in every 
country. However, the report goes on 
to. say, later on, regardless of how far 
relknoe is placed on the market mecha¬ 
nism, there is need fot; appropriate and 
economic pricing policies, cspeciaUy 
pricim of capital and of foreign ex- 
chWBge. ^his almost gives the reader 
jli^ression that, after stating more 
or less absolutely that a country could 
. do without market mechanism, the 
seffibiar had second thoughts subse- 
adettdy ai^ opted out for allowing some 
httdted scope for market mechanism, 
lit iBi^t; have been difficult for the pro- 
. poapiita x>f such a view seriously to 
. onooeixoj of jprMng policka without the 
market iiMmanism, whatever fitirin or 
SteiDteJhey'thay care to give to it. 

aiid pres¬ 
sure off fihancUtl reigmecs in relation ‘ 
; to otveafaeiit n^s are by no means a' 
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universal phenomenon il no new (Ks- 
covery, but, after locking its existence, 
one expected the seminar would re¬ 
commend to developing countries with 
adequate resources and well-developed 
financial institutions but not sufficient 
outlets for investment to go to the help 
of their not so fortunate sister (deve¬ 
loping) countries, as one way of put¬ 
ting the former's resources to fuller 
use. The report merely speaks of 
development financing organisations 
supplementing monetary policies by 
channeling finances to developing ureas 
without making it clear whether these 
areas refer to the countries concerned 
themselves or to such areas in other 
countries. 

The reference in the report to the un¬ 
orthodox Japanese example of “over- 
loaning’by banks is an interesting ex¬ 
ample of appetite whetting. Many stu¬ 
dents of bunking and perhaps also 
many of our rulers would have welcom¬ 
ed more details about the part played 
by this kind of unorthodox credit policy 
which has been held to be re!>pon.siblc 
for Japan's recent economic growth 
by the Manager. Economic Research 
Department of the Bank of Tokj'o. 

The discussions on monetary policy, 
especially in times of inflation and de¬ 
flation, fiscal policy as a necessary com¬ 
plement to monetary policy, and finan¬ 
cial mechanism in mobilising and allo¬ 
cating savings in countries which have 
been moving from a centralised to a 
decentralised system must have been 
interesting too, but it is not clear why 
when, in regard to “overloaning", the 
name of Japan was specifically men¬ 
tioned, in respect of countries moving 
to a decentralised system, the report 
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fou^t shy of naming Yugbskvia:. 

In the context of tlte prcfvailijig ciedt- 
trovcTsy over nationalising the 14 
major bjsnks, the recent .Supreme 
Court decision and the new brdlhXnce 
that has been promulgated, it i$ hearte¬ 
ning to note that this important in¬ 
ternational seminar fell that, in order 
to accelerate the process of economic 
growth, commercial banks should 
play a greater role in development. 
While the suggestion to tag on the sa¬ 
ving schemes to lending as a means of 
deposit mobilisation can be tried, wo 
arc not sure how enthusiastic commer¬ 
cial banks, would be that the proposed 
reallocation of credit, neces.sitatcd by 
the scarcity of the aggregate volume of 
.savings, on the one hand, and the need 
to cater to the requirements of invest¬ 
ment in both the traditional and new 
areas, on the other, cannot but be a 
painful operation to them. 

On the question of specialised finan¬ 
cial agencies, there was a general feeling, 
and rightly too, against prolifergjiion of 
institutions, but the temptation must 
seem irresistible to newly developing 
countries which ask for these, in par¬ 
ticular where these institutions also are 
in a position to provide foreign ex¬ 
change to industrial undertakings. 
Often they are mistaken for a status 
symbol. Anyway if, as the seminar has 
suggested, development hanks have to 
endeavour resorting to the capital 
market for their resources, though 
with tlic active assistance of the central 
bank in their country, the tendency to 
proliferate may receive a .setback. 
Incidentally, there is here some appre¬ 
ciation or recognition of the role of a 
capital market to cheer our marketmen. 
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Around the West Coast Ports 

THE EDITOR 


On FEBRUARY 3, a tripartite con¬ 
ference, meeting in New Delhi, accepted 
the recommendations of the Central 
Wage Board for Port and Dock Wor¬ 
kers at the major ports regarding the 
wages of unskilled port and dock 
workers. The broad impact of this de¬ 
velopment on the finances of these 
ports would be that the administrations 
concerned will have to find, in the agg¬ 
regate, a sum of about Rs 10 crores a 
year to finance the additional payments 
payable to labour. 

The financial resources of the various 
port administrations vary widely. The 
Bombay Port Trust jKrhaps is in the 
happy position of being able to meet 
its increased obligations under the 
agreement out of its accumulated re¬ 
serves if it so desires. The Calcutta 
Port Trust may not be so well-placed. 
There is reason to fear, in fact, that the 
financial liabilities it will have to face 
as a result of the New Delhi agreement 
would be widely beyond its capacity 
to pay. This could mean that it will 
have to borrow from the central govern¬ 
ment for meeting its obligations. 

State of Flux 

Again, irrespective of its bearing on 
the particular financial status of indivi¬ 
dual major ports, the New Delhi agree¬ 
ment has come at a time when the 
economies of the administrations of 
these ports are in a state of flux and 
vulnerable to many imponderable fac¬ 
tors. For one thing, every one of them 
is being obliged to plan or provide 
for projects and programmes of ex¬ 
pansion or modernisation of varying 
dimensions. It follows that any in¬ 
roads made into their earnings at the 
present time will aggravate to that ex¬ 
tent the strains of financing their de¬ 
velopment plans. 

I am not suggesting that this is a con¬ 
clusive argument against the acceptance 
by the port trusts of increased liabilities 
towards their labour. For one thing, 
they are not free agents in this matter. 
For another, the maintenance of in¬ 
dustrial peace at the docks is at least as 
important for the successful develop¬ 
ment programmes of the ports as the 
availability of adequate funds for these 
programmes. My purpose in refer¬ 
ring to the financial implications of the 
New Delhi agreement, therefore, is 
only to bring out their relevance to the 


expansion and modernisation plans 
which are now in various stages of 
processing or implementation at our 
major pi>rts or rather at those major 
ports of the west coast of our country 
with which I propose to concern my¬ 
self here. 

Let us start with the case of the Bom¬ 
bay Port Trust. As I had mentioned 
earlier, this port trust has been able to 
build substantial reserves over the years. 
This could act as a cushion against its 
increased wage bill. But then the Bom¬ 
bay port has certain very special res¬ 
ponsibilities towards the national eco¬ 
nomy, if only because it handles about 
a third of the total cargo passing through 


Thb article taconb tatgressioas gatlwred in 
the ohoune of a tour of flw major porta on the 
west coast by a pram party naderthe auspices 
of the Ministry of TWinport andShip^ng. 


. the major ports of the country. Bom¬ 
bay, moreover, has undertaken and 
very nearly completed a dock expan¬ 
sion programme of some magnitude. 
The object of this programme has not 
only been to increase the capacity of 
this port for the handling of general or 
bulk cargo, but also to modernise the 
facilities available to ships and shippers 
at this port in tune with advances a^ 
road in harbour and port management. 

Although the current programme of 
expansion is nearing completion, a 
project for establishing a satellite port 
at Nhava Sheva, seven miles across the 
Bombay harbour, still lies in the future. 
A special feature of the Bombay port 
is that, within the area of the present 
harbour, only limited room is available 
for further expansion. Hence, the need 
for the Nhava Sheva scheme, apart from 
the incidental benefits which this pro¬ 
posed satellite port may offer due to its 
proximity to the developing industrial 
area near the Thana Creek or in the form 
of shorter and more direct access to the 
hinterland. Now, these expansion and 
modernisation programmes, completed 
or projected, may be able to pay their 
way only if produc^ity increases at the 
docks. It is true mat some r^onali- 
satto or .perhaps even increases in tKMt 
cbarMS and duesfimy W found posnbte, 
bat the pdrt truat have to depend, 
by and large, on an iiKaraase. in technical 
mciency for gettinqi the best out cf Rs 
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past and projected .expendittne on d*^ 
velopment. ;,„i 

This conrideration has become all 
the more Important because, of• the 
tripartite agreement, for . it is just not 
conceivaNe that the. Bombi^ Port 
Trust should be drawing repeatedly on 
its reserves for meeting its wage 
bill. From this point of view, the New 
Delhi agreement suffers from a serious 
weakness. While the promise of in¬ 
dustrial peace it holds out for the five- 
year period covered by it is not by any 
means firm, it is completely silent on 
any pledge on the part of dock labour to 
co-operate with management in in¬ 
creasing productivity. It is possible 
that port managements themselves look 
on the tripartite deal as an incentive 
to labour to aim at greater producti¬ 
vity in the future, but there is no 
evidence that this interpretation 
is shared by the unions concerned, 
which seem to be disposed to take 
the line that the increased re¬ 
muneration they have won as a result 
of the New Delhi agreement is only a 
deferred payment for levels of perfor¬ 
mance established already. 

Difficult to Digest 

As for major ports on the west coast, 
which are financially far less well- 
placed than Bombay, the consequences 
of the wage settlement for dockers will 
certainly be far more difficult to digest. 
Even a fairly busy and popular port, 
such as Mormugao, is bound to ex¬ 
perience difficulties since its bread and 
butter comes from the ore traffic which 
can surviveand compete in international 
trade only if the transportation of iron 
ore could be organised and conducted 
as a low-cost affair. If iron ore shipped 
from Mormugao is able to find markets 
abroad, despite its rclativdy low ferrous 
content, it is because of low transport 
costs resulting from the proximity of 
the mining areas to the port. It is 
therefore quite important that the 
capacity of the Mormugao port to 
handle this bulk traffic economicaUy 
sbduld not be prejudiced in any 
manner. 

The economy of the Kandla port is 
likely to be particularly upset if mere is 
to be any immediate mereaae at aU in 
the cost of handling of chltgo . by H. 
Kandla, let the tenth be bltmtl/ltatBd» 
is still a pert which has yet to fiqd its 
feet The temporary avmTabiliw M 
cargo in the form of food aluips iir0ra 
abroad haa so far served to disguise fhe 
fhet that iCandia hhs not saeoeeM in 
developing- firm and stiffile' dnstom. 
PsydiQldgKSially tvm mere ffiaarooteko- 
mi«Uly,itpott%uic$ ^ beisoif^fi^ 
its; ''tadJ'Jte 

zotte offites . ho near prospect of 
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asststifig it even marginally in reaching 
a viable status. 

II 

A cynic might describe the Manga¬ 
lore major port project as a product 
of calculated absent-mindedness. The 
decision for constructing a major port 
at this place where an intermediate 
port now exists seems to have been 
taken by the Government of India 
without particular conviction. In fact, 
a substantial amount had been spent on 
capital works on the project without 
formal cabinet authorisation or sanction 
of the major port scheme itself and this 
expenditure was only ratified px-post 
facto when it was finally decided to go 
ahead with the scheme. There has been 
some questioning of the need for the 
construction of a major port in these 
parts of the west coast and strong 
doubts have been expressed in particu¬ 
lar about the claims of Mangalore as a 
site for a major port. These controver¬ 
sies are no longer relevant as the pro¬ 
ject has been finally approved and they 
cannot therefore serve as an excuse for 
the Government of India dragging its 
feet, as it seems to be doing, where 
financial sanctions or other facilities 
for the quick completion of the pro¬ 
ject are concerned. 

It is often pleaded that the develop¬ 
ment or construction of a new port 
could powerfully contribute to the 
promotion of agricultural, industrial 
and other economic growth in its hinter¬ 
land. This is true enough, but it is not 
all the truth. Quite often the purposive 
planning and pursuit of the de\elop- 
ment of the hinterland becomes a neces¬ 
sary condition or corollary for the mini¬ 
mum feasibility of a port. This is true 
even of established ports at certain 
stages of their expansion, not to speak 
of entirely new ones in their infancy. 

Cochin's Worries 

For instance, take Cochin which 
has been developed inio a major 
port in relatively recent times. Cochin 
enjoys the advantages of handling a 
fairly wide range of high-value cargo, 
such as tea, cashew, spices and marine 
foods. It has also been able to benefit 
from a substantial traffic in petroleum 
products and, with the establishment 
of the Cochin refinery, bulk cargoes of 
crude oil. The expansion of this refinery 
and the setting up of a new fertiliser 
fiactory in the region should soon add 
to the turnover at Cochin port. This 
apart, there has been a spectacular 
improvement in the export of marine 
foods. All the same. Cochin is not 
without its worries and anxieties for the 
ftiture. 

Even as it is, while planning to cons¬ 
truct a fisheries harbour for coping with 
growing traffic in marine foods, it 
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is being called upon to make allowance 
for the steady shrinkage in the exports 
of coir products. Ii is high lime that 
there had been general recognition that 
the export trade in coir products must 
reckon with a histone shift in the tastes 
of consumers abroad who, because of 
their growing affluence, are increasing¬ 
ly inclined to favour more luxurious 
materials for floor coverings or furnish¬ 
ing fabrics. It would follow that it 
would be reasonable for the interests 
concerned and the governments, stale 
and central, to pay greater attention to 
export tradc.s which are more in tunc 
with consumer trends abroad. 

The economy Kerala and the 
economy of the Cochin port are fortu¬ 
nate in that they seem to have struck a 
gold mine in the fast developing export 
trade in marine foods which has now 
reached an impressive total of Rs 33 
crores a year. It is not irrelevant to the 
functioning of the Cochin port that 
there should be an organised effort now 
to tap more intensively the potentia¬ 
lities of this particular export business. 
This would mean the development of a 
deep-sea fishing fleet, equipped with 
suitable trawlers. There is much to be 
done here through co-opcralion among 
the central government, the slate gov¬ 
ernment and the exporters of marine 
foods. The authorities of the Cochin 
Port Trust too seem to have a clear 
stake in this business. 

Comprehensive Plan 

In the case of the major port which 
is coming up at Mangalore, the regional 
development plan will have to be even 
more comprehensive as well as intensive. 
The sad situation of Kandia port to 
which there has been a reference earlier 
and of which more will be said presently, 
is a clear warning that no time should he 
lost in co-ordinating the agricultural and 
industrial development of the relevant 
hinterland with the commissioning of 
the major port at Mangalore. Much, 
apparently is expected of the new rail 
link between Mangalore and Hasan 
and once Katlur and Harihar are also 
connected by railway, high-grade hae- 
mitite from the Bellary-Hospet area 
would be available for shipping 
through Mangalore port. 

But, while improved communications 
will certainly help, they cannot be a 
substitute for the deliberate promo¬ 
tion of industrial projects where a relat¬ 
ively backward area is concerned. 
From this point of view, a prompt 
cflTorl to investigate and exploit the 
iron ore deposits at Kudremukh, about 
65 km. from the new port, should form 
an integral part of a broad regional 
plan of which the building of the major 
port at Mangalore would be an impor¬ 
tant feature. A pilot project authorised 
by the central government is reported 
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to have revealed that the Kudremukh 
deposits have as high an ore content as 
69 per cent. The National Mineral De¬ 
velopment Corporation has estimated 
the total ore deposit in the area at about 
five billion tonnes on the basis of proved 
reserves of 600 million tonnes. These 
are spectacular figures and if they prove 
to have any relevance to commercial 
possibilities at all, the exploitation of the 
Kudremukh reserves should go far to¬ 
wards guaranteeing the viability of the 
major poit project at Mangalore, This 
apart, there is also to be considered the 
proposed fertilizer project at Manga¬ 
lore. It remains to be seen how all these 
stray proposals or possibilities are brou¬ 
ght together into a fruitful combi¬ 
nation, 

Expectations not Fulfilled 

Expectations of such co-ordinated re¬ 
gional planning arc not easy to enter¬ 
tain in the light of our experience. At 
this point 1 may return to Kandia. The 
logic of Kandia was and is that it should 
fiinciion as a new outlet on the west 
coast to compensate for the loss of the 
Karachi port due to the partition of the 
country. The implication was that the 
foreign commerce of Punjab, Rajasthan 
and part of Uttar Pradesh should be 
made available to the Kandia port in 
addition to the business originating in 
Gujarat. None of these expectations 
has been fulfilled to any appreciable 
extent. This has been partly due to 
defective communications between the 
Kandia port and its hinterland. This 
situation, how^ever, is now being cor¬ 
rected. A more important reason for the 
unpopularity of Kandia with its hinter¬ 
land seems to be the powerful pull 
which the Bombay port exercises by 
virtue of its established contacts and 
connections. 

So far as the import trade is concern¬ 
ed, the ports in Bombay, Calcutta and 
Madras have the advantage that the 
imported goods could easily be resold 
by the importers at the points of un¬ 
loading w'hich arc highly developed 
commercial centres. In this respect, 
ports at other places must necessarily 
be at a disadvantage. It is therefore all 
the more essential that special attention 
should be given to the promotion of 
export traffic through such ports. It 
is a sad fact that not enough attention 
seems to have been paid to this aspect 
of the development of ports, such as 
Kandia. On the contrary, there has been 
such lack of co-ordination in the central 
government that certain concessions 
given by the Railway Board with a 
view to meeting the competition from 
road transport has given an advantage 
to Bombay over Kandia as a shipping 
outlet for raw cotton grown in northern 
India which used to be shipped through 
Karachi before partition. It is clearly 
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dcsiiable fbal the central government to allow themselves to be carried away berthing facilities within harbours for 

should adopt a CH>-ordinatea ajpproach by grandiose notions. It is gratifying the extra-large vessels, 

on behalf of its various dcpaitments, to note that the port trusts have gene- . 11.1 

ministries and agencies for promoting rally been able to practise creditable Fven so there is certainly both ^ope 
an efieclive linkage of the Kandia pent rcstiaint m this matter. Although the ticed for the coniin^uous moderni- 

wilh Its natural hinlerland. IV(itl<^r Ports Commission has approved sation of port facilities for coping with 

, u of facilities bcinj! installed at Bombay the emergme requirements of the word s 

It IS equally important tiuii the biisi- jniJ C'ochin (»ind also lialdut on the carrying trade. The technique of ^peUc* 

ness eummunity ol' Gujarat, and parti- coast) loi handling amtamers. tisation is being adopted to a limited 

ciilarly the industrialists and merchants , 1 ,^^^. sober lecogniiion among the extent in Cochin and it will, no doubt, 
of Alimcdabad, should lake a more various port trusts of the limitations of .spread soon to other ports, such as 

positive interest in the cflectisc function- container traffic under the conditions Bombay. At Mormugao. only about 25 

iiig of Kandia porf as an important prevviilmir in our foreign commcice per cent of the ore traffic is being mccha- 

clcmcnt in the economy of the state nicall> loaded at present. A new and 

There is reason to suspect that neither inhibiting Factors modern ore-handling plant is therefore 

the stale government nor the industrial- being set up to improve the position, 

ists in. the stale have taken as miicli .Sliinpent soniioK on imports and ex- Moimugao, incidentally, seems to be 

direct interest in promoting ihc \iabi- .; customs leaiiiremcnts ire onlv the favoured one where New Delhi is 

lity of Kandl.i .,s they m.iy have done ^he reasons whiTh L concerned. Its expansion scheme.s for 

To some extent then lesponsibihties development of container the fourth Plan have been approved at a 

in tins direction could be disthaiped bj traffic. It is unlikely also that our cost of Rs 28 crorcs, while the World 

their eo-operatmg more with the deve- ports will be able to court or attract R“nk has agreed to advance a loan of 

lopmeni ol the ficc-trade of the extra-large vessels which arc making from Rs 6 to 8 crorcs. With a fertilizer 

katuilapor It is now gencially lecog- their debut in the world’s carrying trade, ffictory coming up in Goa and a steel 

niscd hat the concessions and laciliUes be economical for suc^i huge Pl“"t considered a possibility for the 

ofrcrctl tor those wlio may set up indiis- vessels to offer themselves for carrying region in the nonc-loo-disiant future, 

tries in this free tmdc/one are not only ^ulk cargo from India unless there Mormugao has every reason to plan 

sufricicnt but generous What is now could be a two-way traffic in the form of While therefore, the centre s 

needed IS a positive response from ^ulk imports into India. In these cir- operation should not be judged to the 

industri.ilists parliculailv the business cumstanccs, the expansion and moder- expansion of this poit. it is not unrea- 

leadcis ol Guiaral. nisation plans of the various port trusts sonable to suggest that the Icgitirnate 

At a lime when the emphasis is on are legitimately modest. While capital needs ot other ports or projects, such as 

expansion and modernisation there is dredging is being undertaken wherever or Mangalore, should be simi- 

a strong temptation foi those responsible it is necessary, it is generally believed larly constructively dealt with, 

foi the administration of major ports that no attempt need be made to provide A point of some importance which I 
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-would to make is that, at this stafe 
io Oie devdoiMnent of our ports and 
har^urs ah^ the coasts of our coun¬ 
try, it is hi^y desirable that systematic 
thought should be given by the Minis¬ 
try of Tran^ort and Shipping to pro¬ 
viding Uie vaiious ptnrt trusts or ad- 
minisU'ations with adequate capital 
equipdient. There now seems to be an 
acute shortage, for instance^ of dred¬ 
gers, a deficiency which is seriously 
obstructing progress of construction at 
least at one place, viz., Mangalore. 

A difiiculty is the reluctance of the 
government to authorise the expendi¬ 
ture of foreign exchange for the buying 
of dredgers from abroad. This attitude 
may be justified only if steps can be 
and are being taken simultaneously to 
ensure that craft of reasonable effi¬ 
ciency are manufactured at domestic 
facilities, such as the Garden Reach 
Workshop, and made available to 
intemsted port administrations without 
undue delay. The position here seems 
to be rattier unsatisfactory and it most 
therefore command the immediate at- 
tentidn of the Ministry of Transport 
and Shipping. Incidentally, a proper 
order of priorities would surely mean 
that we should expand our manufac- 
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taring capacity for vassals or craft 
needM for the construction or main¬ 
tenance of ports and harimurs before we 
proceed to have a second shipyard for 
building oCean-going vessels. 

Finally, a word about the Food 
Corporation of India. This institution, 
whirii handles our imports of foodgrains 
and fertilizers, is the principal client 
and customer of Kandia port. The 
efficiency with which it handles its res¬ 
ponsibilities in arranging for the un¬ 
loading and despatch of cargoes in¬ 
tended for it is therefore a decisive fac¬ 
tor in the quality of performance of the 
Kandia port. I have reason to believe 
that the Food Corporation has not been 
giving a good account of itself and it 
is certainly a matter of some public 
interest that an investigation should be 
made of the demurrage incurred 
by it not only at Kandia but other 
ports as well. An audit of this 
kind, besides revealing the extent to 
which the taxpayer’s money is being 
wasted or essential commodities, such 
as foodgrains and fertilizers, are being 
exposed to avoidable damage and pil¬ 
ferage, may also have a wholesome 
effect on the quality of operations at the 
ports. 
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Needham traces the absence in China 
of slavery; at least of the type known 
in ancient Greece, to the early evolu¬ 
tion of an efficient harness far animals. 
Surprisingly enough, his finding is that 
the centralised, feudal-bureaucratic 
style of social order was favourable in 
the earlier stages for l he growth of app¬ 
lied sciences. 

No Clear Idea 

But we are still left without a clear 
idea of why .scientific progress was arr¬ 
ested in China and the leadership here 
passed on to the west. One explana¬ 
tion Needham offers is this. “The 
available ideas of a Supreme Being, 
though certainly present from the ear¬ 
liest times, became depersonalized so 
soon, and so severely lacked the idea 
of creativity, that they prevented the 
development of the conception of laws 
ordained from the beginning by a celes¬ 
tial law-giver for non-human nature. 
Hence the conclusion did not follow that 
other lesser rational beings could de¬ 
cipher or reformulate the laws of a 
great rational Super-Being if they used 
the methods of observation, expwi- 
ment, hypothesis and mathematical 
reasoning.” 

Interesting as the suggestion is, it 
has to be accepted with caution. Me¬ 
dieval Europe believed in a personali¬ 
zed Supreme Being, but the very belief 
was used to discourage science. For 
instance, Ambrose of Milan was very 
curt with people who speculated how 
the earth was suspended in space: be¬ 
cause, according to him, Ood did not 
fix the earth's stability as an artisan 
would, with compass and level, but as 
the Omnipotent, by the might of His 
command. In India, the depersona¬ 
lized concept of Jti/a or cosmic order 
preceded the evolution of the concept 
of a personalized god; and in the fine 
synthesis of the Gita, the personalized 
deity only presides at the pageant of 
nature and does not function directly 
as the impresario of that great pro¬ 
duction. “Under My presiding (ma^a 
adhyakshena) nature generates ail 
things, animate arid inanimate and 
by this instrumentation the world re¬ 
volves.” The world not only revolves, 
but evolves too, and for explaining this 
evolution Indian thought formulated 
the Sankhya s^tem whicn, in spite of 
some anachronistic features, has start¬ 
ling affinities with the thought of Berg¬ 
son and Teilhard de Chardin. 

Indian thought here links smoothly 
with that of l^edham, for he too be¬ 
lieves in a steady linear trend in evolu¬ 
tion. His criteria for assuming a 
definite progress are the differentiation 
and specialisation of structures in or¬ 
ganisms, their co-ordination, the in¬ 
creasing independence of organism from 


Science at the Crossroads 

KRISHNA CHAITANYA 


With his capacity for probing ana¬ 
lysis and sober judgment, Joseph Need¬ 
ham is always rewarding reading. His 
latest book The Grmd Titration (Allen 
& Unwin, 1969, Pp. 350, 63 Sh.) is, 
however, a compilation of essays, lec¬ 
tures and broadcasts and though the 
title is arresting enough it cannot quite 
achieve a sustained unity of theme and 
argument. 

To many, the title would also need 
considerable explanation. Briefly, tit¬ 
ration is a volumetric analysis for de¬ 
termining the quantity of a given che¬ 
mical compound in a solution by lett¬ 
ing it react with the solution of another 
compound. The layman need not 
further bother himself about the che¬ 
mistry of the whole affair. The expres¬ 
sion is used figuratively and the int- 
l^icit promise of the title is an analysis 
of the factors ivhose compounded effect 
detemines the progress of sobnee in 
any dvilization and the further explo¬ 
ration of the reasons why civilizations 
progress unevenly in this field, lagging 
bet&d others in certain epochs^ and 
racing ahe^ofthemin other periods. 

'The promise is not quite fulfilled. 
HiOttg^ t^ subtitle indicates that the 
wioric is *‘a study of osyeatse and society 
in i^st ai^ West,” the East Irnie has 


shrunk to China. One docs get a clear 
idea of the scientific achievements of 
old China. This is not surprising be¬ 
cause the writer is the author of the 
monumental Science and Civilization 
in China. But the explanation of why 
China did not keep up the pace of de¬ 
velopment is not wholly convincing. 
The other major theme in the compila¬ 
tion is the humanistic value of science. 
To many, this subject will be more fas¬ 
cinating than the material on China. 

Lord Bacon was aware of only three 
major inventions which emanated from 
China and east Asia; printing, gun 
powder and the magnetic compass. But 
there are a hundred others : such as 
mechanical clockwork, iron casting, sti¬ 
rrups and efficient horse-harness, the 
Cardan suspension and the pascal 
triangle, segmental-arch bridges and 
pound-locks on canals, quantitative 
cartography, etc. With his Marxist 
background, Needham always relates 
scientific developments to underlying 
social relations. For instance, he 
points out that, with an efficient har¬ 
ness for animals, a civilisation could 
do without slavery. If the Egyptians 
had had efficient animal harness, they 
millet have used anungls instead of 
men for transporting the vast blocks 
of sttme |br building the pyrmnids. 
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its environment and the rising cfFcclivc- 
ncss with which the organftn^^ carries 
out its purposes of survival and re¬ 
production, including the power of 
mr.ulding its environment. 

But have we not reached a stage when 
man's immensely enhanced power 
over his environment, gained through 
the progress of science, has become self- 
defeating in a grotesquely nihilistic 
sense ? It is here that some of Nee¬ 
dham's ideas appear to be? outmoded. 
He seems to have uncriticallv accepted 
the humanistic implications of science, 
as when he talks about a real kinship 
betwee'n the scientific mind and the 
democratic mentality. Today it is 
dangerous to confuse what science can 
and ought to be with what it has turned 
out to be. Nxdhani feels that by vir¬ 
tue of the intrinsic nature of the scien¬ 
tific discipline, objective truth will win 
out in the end in scientific thought. 

Unconscionable Delay 

But the end may be unconscionably 
delayed and damage may get done 
in the meanwhile. For instance, re¬ 
viewing a book on Lysenko in Science 
for June 27 lust year, Dobzhansky 
pointed out that Lysenko came out with 
his fantastically unscientific theory of 
genetics in 1935 after getting the 
approval of the Politburo and of Stalin 
personally. And in Stalin’s obituary 
in Pravda of March 8, 1953, Lysenko 
wrote that Stalin “personally edited the 
draft of the paper On the Situation in 
Biological Science^ explained to me in 
detail his corrections and gave me ins¬ 
tructions on delivery.'’ This was de¬ 
finitely a ease of unholy collusion bet¬ 
ween scienc'e and politics, which accor¬ 
ding to Dobzhansky resulted in “the 
miseducation of a generation of agri¬ 
cultural and biological specialists." 
Even in a non-totalitarian system, as 
pointed out by Robert S, Morison, 
Head of the Division of Biological 
Sciences at Cornell University, in 
Science for July 11, 1969, “the conti¬ 
nuing momeitum of science towards 
goals of its own choosing appears to 
be coupled ever less closely to solving 
problems of clear and pressing conse¬ 
quences to human welfare." 

The sell-out by the intellectuals, 
exposed by Benda several years ago in 
his Trahison dcs Clercs^ has reached 
a climax today in the participation of 
thousands of scientists in the progra¬ 
mme for evolving mega-kil! weaponry. 
In his presidential address to the British 
Conservation Society in November 
1968, Ritchie Calder affirmed that 
there was radio-active strontium in the 
bones of every young person in the 
world who grew up during the bomb¬ 
testing cycle which caused the Lucky 
Dragon tragedy. He attributed this 
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mishap to miscaicniation by those res¬ 
ponsible for the H-bomb testing. But 
there is more and more evidence that 
scientists are not just slipping up, but 
deliberately suppr^sing data. A re¬ 
cent ins/ance of this is the difficullics 
facjd by the American Association for 
the Advancement of Science when it 
wanted to sponsor an impartial scien¬ 
tific survey ofthe harm being done to all 
biological systems through the de¬ 
foliation programme launched in Viet¬ 
nam. The Midwest Research Institute 
of Kansiis Cily had produced a report 
on this, but it casually minimised the 
dangers of defoliation and this was not 
unnaturally attributed to the fact that 
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the MRI was a subsidiary research 
organisation of the Department of De¬ 
fence. The National Academy of Sc¬ 
iences also was not considered fit for 
conducting a survey because many of 
its research projects directly or indirect¬ 
ly assisted the biological warfare pro¬ 
gramme of the Department of Defence. 

Needham, thus, underrates man’s 
Midas touch, the capacity for vitiating 
everything he touches. The salvation 
lies, not in trusting the automatic cy¬ 
bernetics of any discipline or system, 
but in getting clean guys for helms¬ 
men. But the species seems nearly 
extinct. 


New Dimensions in Iron Ore Trade 


H. G 

Iron ore has become an internation¬ 
al commodity. World trade in iron 
ore has risen from a mere 33 million 
tonnes in 1950to over 225 million tonnes 
in the sixties and this is expected to be 
doubled by 1980. Great stimulus to 
the expansion of international trade is 
due to the fact that steel makers have 
been able to find captive mines in a good 
number of countries and obtain their 
external supplies at progressively chea¬ 
per rates by introducing on the high 
.seas the bulk ore carriers of capacities 
over 100,000 dwt ofifccting considerable 
reduction in ocean freight. 

Development of new mines and exten¬ 
sive use of bulk ore carriers of large 
sizes have resulted in bringing down the 
delivery prices of iron ore by 40 to 50 
per cent during the past decad:?. It 
goes without saying that ore carriers 
will offer a more exciting challenge in 
the current decade. The emergence 
of Australia, Liberia, Angola, Brazil, 
Venezuela, Chile and others as major 
exporters and growing competition from 
Russia has given new dimensions in the 
supply of iron ore to the world market. 
There has also been a major shift in the 
consumer preferences in regard to the 
grades and sizes of ores as well as in 
the use of sinters and pellets. 

Most of the steel producing nations 
depend on imported iron ore. In the 
case of Japan and Italy 92-93 per cent 
of the supplies are obtained from ex¬ 
ternal sources. Dependence of West 
Germany on imported iron ore is to 
the extent of 84 per cent, UK 56 per cent, 
the USA 36 per cent and France 13 per 
cent, and this wili, go on increasing 
progressively. World steel production 
has increased during the past decade by 
about 60 per cent to 530 million ton¬ 
nes, while the supply of iron 
ore has grown at a slower rate of 23 per 
cent to around 6S0 million tonnes. 
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This shows there is a progressive in¬ 
crease in the utilisation of scraps by the 
principal steel producing countries. Of 
the total world consumption of iron 
ore, about 35 per cent is met by external 
sources and 65 per cent by domestic 
production. Of the total world ex¬ 
ports (225 million tonnes) of iron ore, 
the offtake by Japan is the highest be¬ 
ing roughly 25 per cent followed by the 
USA 20 per cent, West Germany 16 
per cent, Belgium 10 per cent, the UK 

7 per cent, and Poland, Italy and 
Czechoslovakia each 4 per cent. Nearly 
16 per cent of the total external demand 
is met by Canada, 12 per cent by the 
USSR, 11 per cent by Sweden, 10 per 
cent by France, 8.5 per cent by Liberia, 

8 per cent by Venezuela, about 7 per 
cent each by India, Brazil and Austra¬ 
lia. 

Bright Future 

There is an immense future for our 
iron ore exports. Iron ore is now be¬ 
ing treated as a traditional item of 
export as is jute, tea and textiles. It 
accounts for over 51 per cent of the 
total mineral exports and 6.2 per cent 
of the total Indian merchandise. Iron 
ore exports from this country have 
witnessed phenomenal growth during 
the past decade. Measured in teims of 
quantity, exports have risen by 62 per 
cent to 15.0 million tonnes in 1969 
compared to 1960 and foreign exchan¬ 
ge earnings by 168 per cent to Rs 875 
million. Export demand for our iron 
ore wouldrisetoaboutSl millicn tonnes 
by 1973-74 and is expected to go vp to 
48.5 million tonnes by 1978-79; the 
foreign exchange earnings Would be of 
the order of Rs 1^545 million and Rs 
2,420 million, respectively. 

Iron ore of this countiy is at present 
exported to Japan, east Europe imd 
west Europe. These areas account fbt 
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IN DIANOIL—India's bigflsst oil company with a 
unique record of economic achievements has, 

' in the past, met many social obiectives underiylnn 
a public sector enterprise, aiding the hapless 
victims of floods, famine and droughts all over the 
country and meeting the challenge of the Green 
Revolution. Now, INOiANOlL has launched a 
scheme to provide business opportunities for S8if> 
employment to unemployed graduates. 

Dealerships for petroleum products ^ 
marketed by IND'ANOIL have 
been earmarked for engineerjng 
and other graduates. 

To be eligible for 
dealership under the ^ 
scheme, graduates r. 

Should be unemployed, 
below30years,belong to lower^^income gro 
families and to the area of operation of # 

dealerships. INOIANOIL will provide expert guidance 
for running the business. 

AWAIT DETAILED ANNOUNCEMENTS IN 
THE PRESS AND APPLY AGAINST SPECIFIC 
ADVERTISEMENTS. 


A Nitional Trust 
fitr Economic Prosptri^ 



INDIANOIL _ 
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Ftobhi«(y27,1970 


311 


ii pet cwot, 13 per cent and 3 per cent, 
reqMdttvely of the total eiqMTts duiiag 
1969. During the past decade the ex¬ 
ports to Japan have grown iVom 4.6 
million toimes to 12.2 million tonnes 
and those to east Europe from 1.2 
million tonnes to 2.0 million tonnes 
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while the export to ttnst Europe de- 
ctioed firom 3.3 million tonnes in 1960 
toO.4 million tonnes in 1969. 

Japan would continue to be. the prin¬ 
cipal market for our iron ore and there 
is also expected to be rapid growth in 


Table I 


EXPORTS OF IRON ORE FROM INQU: 1960-1969 



1960 

1969* 

Country 

1 

Quantity 

(’000 

ttn*ies) 

Value 
(Rs ’OOOj 

Quantity 

(’000 

tonnes) 

Value 
(Rs ’000) 

••• 

4,568 

176,331 

12,483 

720,850 

East Earopeaii Countries 

Czechoslovakia 

812 

37,325 

672 

42,829 

Rumania 

59 

3,198 

625 

35,995 

Poland ... ^ 

73 

3,694 

420 

27,345 

Yugoslavia . 

127 

6,330 

172 

10,908 

Hungary 

.. 48 

2,637 

80 

5,444 

Germany, East .. 

102 

5,241 

14 

878 

Toxal 

1,221 

.* 58,425 

1,983 

123,399 

West European countries 

Germany, West 

‘ 2,277 

60,630 

159 

14,616 

Belgium 

. . 

. . 

304 

11,668 

Netherlands 

149 

3,686 

15 

1,729 

Spain 

. . 

. . 

16 

662 

France 

70 

2,180 

. . 


Italy . 

593 

18,968 

. . 


Switzerland 

11 

611 

... 


Australia 

110 

2,760 

. . 

... 

UK . 

51 

1,359 


•• 

Tot^al : 

3,261 

90,194 

494 

28,675 

Others 

30 

1,220 

61 

2,095 

* —‘-“J-- 

Grand Total 

9,080 

326,170 

15,021 

875,019 


*Estiniatcd on the basis of 11 months actual data 
. .Negligible. 


Table 11 

EXPORT DEMAND FOR INDIAN IRON ORE 


(Million tonnes) 




• Lumps 

+63% “-63 % 

Total 

Fines 

Pellets 

Total 

1969-70 

• * 

10.3 

5.6 

15.9 

5.0 

0.6 

21.5 

1973-74 

. • 

14.9 

5.3 

20.2 

9.0 

2.0 

31.2 

f97*-79 

* , 

24.5 

5.5 

30.0 

13.5 

5.0 

48.5 


demand from east Eurepemt countries. 
The rate of growth in west European 
market however, is expected to be 
rather slow. In no country has steel 
production risen so fast as in Japan, 
from22milliontonnesin I960toaround 
71 million tonnes in 1969 and it is ex¬ 
pected to touch 100 miilimi tonnes 
mark in 1978-79 and the corresponding 
requirements of iron ore would go up 
from 76 million tonnes to 112 million 
tonnes. The production of steel in 
east European countries is likely to 
double by the end of seventies from the 
present level of 35 million tonnes and 
their requirement of iron ore would in¬ 
crease fVom 45 million tonnes to 95 
million tonnes. It is interesting to know 
that Rumania would be expanding its 
steel capacity frem 4 million tonnes to 
14 million tonnes. Czechoslovakia and 
Poland aho envisage production of 20 
million tonnes and 17 millicn tennes 
of steel by the end of the current decade. 

Even though Australia has become 
important country in iron ore trade 
and has entered into long term cont¬ 
racts, Japan seems to be equally inter¬ 
ested in the other important suppliers 
including India, Canada, Latin Ameri¬ 
ca, Africa, the USSR and possibly 
China as well. The Republic of South 
Af ica is also hoping to enter into Ja¬ 
panese market in a bigger way. Possibi¬ 
lities of export of iron ore from India to 
Japan are about 25 million tonnes and 
28 million tonnes annually by 1973- 
74 and 1978-79. The demand of our 
iron ore in the east European market 
is estimated at four million tonnes in 
1973*74 and 10 million tonnes by 1978- 
79. The demand for Indian iron ore 
in west European countries has been 
estimated at two million tonnes in 

Table III 

PRODUCTION AND DESPATCHES* 
(FOR EXPORT) OF IRON ORE— 
1969 

(’000 tonnes) 


Production 

Des¬ 

patches 

for 

Export 

Andhra Pradesh 

103 

111 

Bihar 

5,322 

2,072 

Goa 

7,411 

6,972 

Madhya Pradesh 

6,743 

2,907 

Maharashtra 

255 

228 

Mysore 

2,814 

2,695 

Orissa 

5,972 

1,599 

Rajasthan 

2 

•• 

Total 

28,622 

16,584 
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1973*74 and seven million" tttnnes in 
1978-79. 

The trend of demand is more and 
more towards higher grades with iron 
content of 63 per cent and above and 
there Is noticeable increase in the pur¬ 
chase of fines. Exports of pellets would 
sdso go up. Preference is given for ore 
sizes 10.30 mm and below 10 mm 
with silica content higher than alumina. 
In the European markets the demand is 
expected to be exclusively for lumps. 
Such changes in world demand and 
supply, patterns and consumer pre¬ 
ferences for grades and sizes, sinters and 
pellets are now required to be kept in 
mind in international trade of iron ore. 
In 1^8, about 90 million tonnes of iron 
ore in the form of pellets were charged 
into the furnaces. 

Production of iron ore in the country 
has increased from 16.6 million tonnes 
in 1960 to 28.4 million tonnes in 1969 
and a target of 54 million tonnes has 
been fixed for 1973-74. The produc¬ 


tion in Madhya Prattesh has risen five¬ 
fold and in Bihar it has nearly doubled 
during the past decade, Orissa and 
Mysore have also recorded 60 per cent 
apd SO per cent increases respectively. 

Bulk of the future export demand for 
iron ore would be met from Madhya- 
Pradesh, Orissa and Mysore states. 
No major expansion is expected from 
Goa which is the leading exporting area 
at present excepting some increase in 
the export of pellets. Bailadilla — 
Visakhapatnam, Barajamda - Calcutta- 
Paradip, Diatari-Paradip and Bellary, 
Hospect - Madras - Goa, are the 
major iron ore complexes being 
developed by India to meet the export 
requirement. Over 30 per cent of the 
export demand during the fourth Plan 
would be met from Bailadilla. 

In addition to lumps and fines, twe 
milliop tonnes of pellets would also be 
exported by 1973-74. 

The export of iron ore is very much 


Table IV 

SOURCES FOR EXPORT DEMAND 

(Million toiuies) 


1969-70 


1973-74 



Lumps 

Fines 

Total 

Lumps 

Fines 

Total 

Bailadilla 

3.15 

1.15 

4.30 

7.40 

1.70 

9.10 

Barajamda 

2.30 

- 

2.30 

4.00 

I.I5 

5.15 

Bcllary-Hospet .. 

.3.30 

• • 

3.30 

3.75 

1.15 

4.90 

Kiriburu 

1.60 


1.60 


- 

- 

Daitari 

1.10 


1.10 

1.60 

0.55 

2.15 

Donamalia 

.. 


• • 

1.15 

0.55 

1.70 

Goa 

2.55 

4.50 

7.05 

2.15 

4.00 

6.15 

Others 

1.60 

•• 

1.60 

0.55* 


0.55 

Total 

15.60 

5.65 

21.25 

20.60 

9.10 

29.70 


linked with port handling capmties. 
Presently none of our ports are capable 
of accommodatmg vessels larger than 
35,0(X) dwt. To achkve objectives of 
increasing iron ore exports the capaci¬ 
ties cf ports handling ores would be 
expanded from 21.8 million tonnes to 
37.5 mUFontonnes by 1973-74. M"jor 
ports are being developed for receiving 
vessels of at least 60,000 dwt with load¬ 
ing rate of 45,000 tennes per day. 
Visakhapatnam, Madras and Goa 
would have additional mechanised ore 
loading plants 


Table V 

PORT CAPACITY 

(Million tonnes) 



1969-70 

1973-74 

Calcutta & 



Haldia 

0.6 

3.0 

Paradip 

3.0 

4.9 

Vizag 

6.0 

10.0 

Madras 

2.6 

5.0 

Goa 

8.0 

10.5 

Others 

1.6 



21.8 32.5 


Considerable thought is being given 
to improving the port handling capaci¬ 
ties and accommodating larger vessels 
of 100,000 dwt. With these develop¬ 
ments the present f.o.b.t. cost of ore 
originating from the different sectors 
(other than Goa) which generally 
varies between Rs 50 to 60 per tonne 
is expected to go down by about Rs 
5 to 10 per tonne. There will be much 
reduction in the transport cost of ore 
from Barajamda after the railway line 
connecting Cuttack and Paradip is 
completed by 1971-72. The ocean 
frei^t payable on iron ore varies from 
S3.50 to S5.25. Ihis is likely to be re¬ 
duced to S3.00-4.00 after the intro¬ 
duction of large vessels. The future tXsk 
in the export of iron ore is not so simple 
as it may appear. Export of iron ewe 
in large quantities depends very much 
on our imjwoving port handling capaci¬ 
ties most expeditious^ as well as good 
transport faciUties berides efficwati 
mechanisation of mine*. 
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Canada Strides into the Seventies 

JOSSLEYN HENNESSY 


LONDON : 

What basic trends have been obser¬ 
vable in Canada since 1950 ? Whai do 
they presage for the 1970s 7 

Thcsc.are the questions debated in the 
latest issue of the JBusitiess Review 
published by the Bank of Montreal 
(P,O.B. 6002, Montreal 101, P.Q., 
Canada). 

The transition from the 1960s to the 
1970.S recalls in some ways that from 
the 1950s to the 1960s, As they could 
ten years ago, Canadians can look back 
at a decade m which their economy, 
on the whole, performed most satisfac¬ 
torily. fn the “Fabulous Fifties*' the 
average annual rate of growth was 5.3 
in real terms and in the “Soaring Six- 
ties** it was 5 2 per cent. 

Serious Problems 

Yet as both decades ended, there were 
some serious problems. At the end of 
the fifties, Canadians fiiccd a high rate 
of unemployment and a stagnating eco¬ 
nomy. At the close of the sixties, the 
unemployment rate was once again 
edging up but the foremost problem 
confronting the monetary and fiscal 
authoiitics at the beginning of the se¬ 
venties is clearly the well-nigh univer¬ 
sal one not of stimulating the economy 
but keeping it under restraint until 
inflationary pressures case. Despite 
this tendency for the economy to end a 
decade on a somewhat sour note, ('u- 
nadians were optimistic about the six¬ 
ties ten years ago and there arc few lo- 
day who an. not looking for bigget and 
bcttei ads ana's in the seventies, once 
the obstacles of inflation have been 
hurdled. 

In the modem, complex world, eco¬ 
nomic growth no longer results solely 
from the classic factors of production, 
land, labour and capital. Technological 
innovation, monetary and tiscal policy, 
psychology, social conflict and many 
other factors each have some influence 
on economic progress. Yet at the risk 
of ovcr-simplifieation, it is often useful 
to go back to some of the basic ingre¬ 
dients and the old adage remains true 
that a country’s people are its most 
important asset. 

In Canada, the postwar years saw a 
high birth rate, which generally persisted 


through the fifties. Thus the country 
moved into the sixties with a relatively 
large group of young people; in the 
1961 census there were 6.2 million in 
the 0-14 age group, representing 34 per 
cent of the total population, in compari¬ 
son with 4.3 million, or30 per cent, at 
the time of the 1951 census. During 
the sixties, the birth rate fell markedly 
as, under the influence of “the pill" and 
other factors, changes in social habits 
led to smaller families. 

The changing age composition of the 
population has other important impli¬ 
cations. While pressure on school fa¬ 
cilities of the kind that accumulated 
during the fifties and sixties will di¬ 
minish considerably, there is little relief 
in sight for universities; more students 
are continuing their education through 
university and even into post-graduate 
studies. Many of those born in the 
fifties will be making their first produc¬ 
tive contributions to the economy and, 
with their better training and education, 
they should give impetus to producti¬ 
vity and growth. 

('hanges in Labour Force 

Just as there have been notable chan¬ 
ges in the age structure of Canadians 
in the last two decades, there have been 
similar changes in the age composition 
of the labour force, in this case, compli¬ 
cated by changing participation rates 
for ttien and women. The male parti¬ 
cipation rale has declined steadily, 
while the female rate has shown an 
equally persistent tendency to rise, so 
that the ratio of men to women in the 
labour force declined from 78 in 1950 
to 68 per cent in 1969. 

In general, the male participation rate 
fell most rapidly during periods of slow 
growth or recession, such as the late 
fifties and early sixties. This is to be 
expected, because when jobs are hard 
to get and hold, those in the younger 
age groups stay in school rather than 
enter the labour force, while men who 
have retired do not attempt to get a 
job. Throughout the whole period, 
in fact, the trend towards younger men 
remaining longer in school or college, 
and the increased social security bene¬ 
fits allowed to those over 65 have pro¬ 
bably been the principal factors in the 
decline of the male participation rate. 
While these influences will undoubtedly 
continue to have some effect into the 
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seventies, it is expe«^ that the male 
participation rate will begin to level out 

The rise in female participation rates, 
which became visible in the mid-fifties 
and quickened in the sixties, resulted 
from a different set of factors. Better 
and higher education, together with the 
rise of the service industries, opened up 
more attractive job o|[)portunities for 
women. The percentage of married 
women in the labour force rose from 11 
in 1951 to 34 per cent in 1969 and, in 
many cases, wives were working be¬ 
cause they wanted to, and liked their 
jobs, rather than for the sake of the 
money alone. In addition, labour- 
saving devices in the home and the 
practice of not starling a family for 
several years after marriage added to 
ihc influx of women into the labour 
force. As in the mate participation 
rate, the pace of economic activity had a 
noticeable effect on the female rate, 
with the most pronounced increases 
coming in the years of buoyant eco¬ 
nomic giowth. The trend towards more 
female participation in the labour force 
should continue into the seventies, but 
will probably increase more slowly as 
family formations increase. 

Varying Pattern 

As might be expected, the pattern of 
employment has shown much more 
variation in response to the pace of eco¬ 
nomic activity than that exhibited by 
the labour force. The lowest unem¬ 
ployment rates for the entire period 
were in the early fifties. After a brief 
pause in 1954, employment again grew 
strongly during the boom based on 
natural resources, but with the reces¬ 
sion of 1958, unemployment shot up 
to seven per cent and a serious unemp¬ 
loyment problem became one of the 
legacies of the fifties to the sixties. As 
the economy picked up steam, the gap 
between labour force and employment 
was steadily narrowed until 1966 when 
the low point of the decade was reached. 
Thereafter, as inflation and other prob¬ 
lems interfered with stable economic 
growth, and restrictive policies became 
necessary, the rate of unemployment 
began to rise again to us present level 
of about five per cent, and once more 
Canadians enter a new decade with a 
relatively high proportion out of work. 

The outlook for the seventies will 
largely depend, in the early years at 
least, on success in controlling price 
pressures and defeating inflationary 
psychology. Canada’s population 
mix assures that the labour force will 
continue to grow relatively rapidly as 
those who put off looking for work in 
the sixties in order to continue their 
education enter the job market in the 
1970s. Thus it bei^mes increasingly 
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important to get the economy back 
on the path of stable growth. 

la view of the extreme preoccupation, 
with price increases at the present time 
it is interesting to note that prices in 
the sixties actually rose less than in the 
fifties^ In fact, the price increases of 
the last few years have been considerably 
less severe than in the fifties when, after 
the removal of wartime controls, the 
pent*up demand of the forties, the re¬ 
construction needs of Europe, and the 
Agencies of the Korean conflict, ven¬ 
ted their full force on the Canadian 
economy, so that between 1950 and 1952 
prices rose on average ei^ht per cent per 
annum* Thereafter, price increases 
flatten out until mid-decade and the 
beginning of the natural resources 
boom. In the sixties, the price index 
line forms almost a perfect geometric 
curve with the rate of increase accele¬ 
rating fairly constantly. 

With current emphasis so heavily on 
reducing inflation, it is to be expected 
that the rate of price increases will mo¬ 
derate in the coming years, but a num¬ 
ber of factors indicate that there will 
be substantial upward pressure on 
prices throughout the seventies. World¬ 
wide demand for both capital and na¬ 
tural resources is likely to become 
even stronger over the next ten years 
• and, unless big advances in technology 
and exploration contribute on the sup¬ 
ply side, competition will intensify and 
the costs of these factors of production 
will be bid up. 

Fuel to the Fire 

Consumer demand, too, promises 
to add fuel to the fires. Those moving 
into the 24-34 age ^oups spend much 
more freely than their elders, and many 
earn good salaries. Other factors 
strengthening inflationary bias are (1) 
the increasing social security and me¬ 
dical benefits, (2) only about 20 per 
cent of Canadians are old enough to 
remember the effects of a serious de¬ 
pression, and (3) the remaining 80 per 
cent seem less concerned with saving 
for difficult times. 

Government spending in the fifties 
and sixties pirixluced an intersting pat¬ 
tern. Federal defence expenditures 
on the Korean War were decisive in the 
early fifties hjat for the rest of the de¬ 
cade, increases were moderate except 
for a slightly slurper rise in 1958. This 
moderation eontini^ until the mid¬ 
sixties after which the slope steepens 
moticeaMy, Acceleration in govern¬ 
ment spending c^e mainly in social 
welfare and t^psfers to other levels of 

g vemment; die fostest growing trans- 
‘ items were tp health, education and 
wdfare. 

At the proirtnctal and local lev^, the 
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rise in government expenditures was 
more rapid than at tht federal level 
during both decades. In addition to 
disburs^ents for health and Welfare, 
major investments had to be made in 
the school system, in roads (as the 
number of motor vehicles increased 
from 2 6 million to 8 million) and in 
providing services for new housing. 

While primary and secondary school 
enrollment has passed its peak, there 
will continue to be substantial pressure 
during the seventies on university faci¬ 
lities. In addition, regeneration of 
cities will be expensive and there will be 
little let-up in health and welfare, parti¬ 
cularly in view of the advent of medi¬ 
care and the need to combat poverty. 
The control of pollution and the trans- 
port boom will also need heavy expen¬ 
diture, so that, all in all, the decade of 
the seventies is likely to witness ever 
growing government spending. 

Erratic Rise 

In the private sector while consumer 
spending is expected to continue to rise, 
business gross fixed capital formation, 
on the other hand, has been more erra¬ 
tic. In the early fifties, strong demand 
forces and the need to re-tool after the 
war produced several years of rapid 
growth in investment. After a pause in 
1954, the discovery and development 
of new natural resources again sent 
investment steeply up. Then came a 
longer correction that lasted into the 
early sixties before, once again, capital 
formation gathered steam to rise to 
new heights. 

During the last few years Canada 
has seen a pause somewhat similar to 
that at the end of the fifties and the 
beginning of the sixties. Is capital 
investment once more poised for a take¬ 
off? There are many indications that 
it is, and that once anti-inflationary 
restraints are relaxed the seventies, 
like the fifties and sixties, will be years 
of strong investment growth. The rate 
of technological advance in the fifties, 
and more particularly in the sixties, was 
rapid, and the coming decade should 
see many of the results, especially in 
such fields as transport and communi¬ 
cations. The opening of the Arctic and 
the rising market for British Columbia’s 
natural resources will also involve subs¬ 
tantial capital outla>^. In housing, 
the exp<x:ted increase in family forma¬ 
tions will ensure high demand for resi¬ 
dential capital. 

In international trade, Canada’s 
reGord in the sixties was much better 
thgn in the fifties. Daring the early 
fifties, postvmr reconstruction and the 
Swpreap opofiipt proceed rapid cx- 
pahstoh of exports but at the same time 
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the surge in capita investment resulted 
in heavy imports of machinery and 
equipment. As the decade wore on, 
other sources of supply were built up 
around the world and Canada’s com¬ 
petitive position deteriorated. In addi¬ 
tion. the inflow of foreign investment 
created a strong demand for Canadian 
dollars and, with a floating exchange 
rate, the currency went to a premium 
in world markets and the competiti¬ 
veness of Canada’s exports was further 
undermined. 

Substantial Deficit 

In 1962, the Canadian dollar was 
pegged at US 921 cents and the trade 
deficit narrowed. In 1965, exports 
further brightened after the negotiation 
of the auto pact with the USA, and 
in the succeeding years motor vehicle 
shipments to the USA were the main 
impetus to strong export growth. Im¬ 
ports, however, continued to increase 
rapidly in response to the sustained rise 
in capital spending, and so the deficit 
remained substantial. In the late six¬ 
ties deterioration of the world wheat 
market affected exports but imports 
responded even more to the virtual stag¬ 
nation of investment, and in 1968 Ca¬ 
nada almost won a surplus for the first 
time since 1952. . 

It is difficult to predict the course of 
Canada’s foreign trade in the 1970s. 
The outlook for wheat, at least for the 
immediate future, is not bright and the 
initial impetus of the auto pact is nea¬ 
ring its end. On the plus side, arran¬ 
gements have been made for the sale of 
vast quantities of raw materials to new 
buyers, and the content of Canadian 
exports is towards more fully manu¬ 
factured goods for which demand 
should be steadier and more buoyant. 
As a corollary, Canada’s dependence 
on foreign machinery and equipment 
should lessen so that even in the face 
of a new surge of capital expansion, the 
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gap between imports and exports should 
remain reasonable. w 

What does all this add up to for 
Canada in the seventies? Despite the 
current array of problems, Canadians 
are optimistic. Canada’s population 
mix and improved levels of training and 
education point both to a strong sustain¬ 
ed level of demand, and also to increase- 
cs in productivity that will help to im¬ 
prove supply. The Canadian economy 
will continue to rely heavily on natural 
resources but manufacturing should 
become increasingly sophisticated and 


VIENNA: 

Now that the European Common 
Market has, unexpectedly soon and by 
its usual crisis method of an all-night 
marathon bargaining session, agreed 
that, in five years’ time, thc^ European 
Parliament of Strasbourg will have 
control of 3.5 per cent - - some £ 60 
million — of the Market budget for 
administration and information costs 
only, the base appears to have been set 
for a west European federal structure. 

As usual, also, with the Market, the 
base is a complex of compromises. 
The French, who dislike superanatio- 
nal supervision even of a mere 3.5 per 
cent of revenue, waived their objections 
and gave way to the insistent Dutch 
in return for a full assurance of conti¬ 
nued Community support for French 
farmers. The Italians, demanding price 
support mechanisms, were assured that 
the Market farm prices support ma¬ 
chinery would be extended to wine und 
tobacco. The West Germans got a ceil¬ 
ing placed on the Market's spending for 
structural changes in agriculture anti, 
since the Market financial regulations 
were finally settled in detail, the pTench 
withdrew their last political veto to 
membership negotiations with the 
British. 

With the Market’s Council of Minis¬ 
ters retaining control of 96*5 per cent 
of the Community’s immense budget 
and the European Parliament remaining 
a collection of nominees of its member 
governments, the European Communi¬ 
ty's financial controls can scarcely be 
described as democratic yet but an ele¬ 
ment of diminishing autocracy has been 
introduced that may grow if and as the 
Market expands. 

Negotiations with Brilian are expec¬ 
ted to begin about the middle of the 
year and the whole pattern in west Eu- 
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account for an ever larger share of total 
activity. The rising emphasis on social 
problems that appeared in the sixties 
will continue in the seventies and social 
improvements will constitute a major 
c^im on resources. All in all, the 
demands on the economy will be heavy 
but Canada is one of the world's most 
richly endowed countries with both 
natural and human resources and, 
once the disruptive forces of inflation 
have been conquered, Canadians can, 
on the w'holc, look forward with con¬ 
fidence to another decade of new re¬ 
cords. 


ropean mercantile policy is becoming 
one of change and development. 
Jointly with the British, the Danes, 
the Norwegians and the Irish will be 
negotiating with the Market for. mem¬ 
bership; the number of the Market’s 
associates is growing fairly fast; its 
first treaty has been concluded with a 
communist government—Yugoslavia; 
Parallel to these developments the Scan¬ 
dinavians, with Iceland and Finland (all 
members or associates of EFT A) have 
formed themselves into a more closely 
.concentrated trading group entitled 
Nordec and EFTA has admitted Ice¬ 
land to membership. 

The growth of the Market is thus both 
actual and potential. The new Nordec 
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union which will become fully eflbetive 
in December 1974, after a gr^ual sca¬ 
ling down of tariffs among its members 
wtiT almost certainly develop a conso¬ 
lidated market and make it easier for 
the group as a whole to join the Mar¬ 
ket when mutual circumstances are 
appropriate. 

The prospect is thus of growing west 
European economic unity which leads 
to the possibility of a merger between 
the really big blocs ~ the Market and 
the European Free Trade Association 
with its headquarters in Geneva. Of 
this merger there is as yet no sign. 
The Market grows fast, EFTA slowly. 
Important members of EFTA are 
seeking membership of the Martet. 
If Britain, Denmark and Norway are 
admitted to the Market, EFTA will 
presumably lose these three members. 
Of the remaining four members, Swe¬ 
den, Iceland and Finland are now also 
constituents of Nordec union, Austria 
is still negotiating for an association 
with the Market and would leave EFTA. 
which leaves only Portugual with no 
group membership outside EFTA. 
Some authorities put the Market- 
EFTA merger as far ahead as 1980 
but, given British success in Brussels 
in the next two or three years, it might 
seemingly come much earlier. 

If the merger lakes place or the 
Market grows significantly by associa¬ 
tions the west-east European economic 
relationship must change. At present, 
with two and now three economic divi¬ 
sions in west Europe, the European 
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states arc playing one g^oup 
and one country against another in 
reaching trading agreemenis. There is 
no visime sign of any approach to a 
tosis for trading understanding bet¬ 
ween west and east Europe but, with 
standards of living in cast European 
countries rising, the accompanying 
emphasis on common European cul¬ 
tural and political interests will impel, 
ifnot compel, expanding trade between 
these areas. The Market is not under¬ 
taking a co-ordinated policy between 
its members towards east Europe for 
another three years but political events 
may compel a shortening of that delay; 
in any event, establishment of an east- 
west trade policy is a very urgent un¬ 
dertaking for the west European coun¬ 
tries. 

Along with these politico-economic 
developments the Common Market’s 
Commission is likely soon to approve 
a policy document setting out its first 
comprehensive industrial strategy. 
The proposals, which would give the 
Commission power over all its members, 
would embrace such matters as control 
over multi-national concerns within 
the Market area and over take-over bids 
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from companies outside the Market. 
It would widely extend existing legal 
provisions of the Eurotom treaty artd 
of the Coal and Steel treaty. Infrac¬ 
tions of the Commission's control would 
be subject to jurisdiction and penally 
by the European Court in Luxenfi- 
burg. 

Co-ordinating Efforts 

The industrial strategy is expeetde 
to go a long way lo limit buy-naiional 
policies which at present restrict valua- 
able contracts in heavy industry, com¬ 
munications and power installations 
to local suppliers. Duplication in re¬ 
search and a pooling of research efforts 
internationally in advanced lechnohv 
gica! industries would be provided for. 
On this point cast European countries 
would be intensely interested. These 
countries have already given clear indi¬ 
cations of wishing to share In and to 
contribute to advanced technological 
research in which many countries are 
spending heavily often only lo dupli¬ 
cate work already carried out else¬ 
where. The Market would, in this as¬ 
pect, have an opportunity lo take a lead 
in co-ordinating all-European efforts 
and initiatives. 


317 

economy mainly meant introduction of 
oil palm but since early plantings are 
coming into bearing, oil prices have 
been ^arply declining. The emphasis 
therefore today is on expanding the 
industrial units that will produce steel, 
a variety of light engineering, mechani¬ 
cal and electrical goods and processed 
foods which will save and earn foreign 
exchange and also provide employment 
to the people. 

Growing Opportunities 

The present emphasis on industriali¬ 
sation offers growing opportunities for 
India in Malaysia. It is no exaggeration 
to say that India possesses sufficient 
knowledge and experience in the field 
of industrial development which a 
developing country such as Malaysia 
will find useful. The initiative rests with 
India. It has to locate the areas avail¬ 
able and step in. A number of fields are 
still available for joint ventures by 
the Indian manufacturers with the 
Malaysian parties. They arc: light en¬ 
gineering goods, sugar refineries,pulp 
manufactures, textile machinery, steel 
foundry, timber-based industries, 
small tools, bicycle parts, footwear, 
leather goods, spectacles, ball-point 
pens, etc. 

Recently, the Government of Malaysia 
increased the import duty of a number 
of items ranging from chocolates and 
cocoa to cooking ranges. Increased duties 
have also been imposed on imported 
vegetables, meat and fruits to meet the 
severe competition from China which 
has been dumping its canned products 
on Malaysian market to the detriment 
of local products. The government 
has offered ‘pioneer’ status or invest¬ 
ment lax credit if a modern plant is 
established to manufacture these pro¬ 
ducts. Other items on which import 
duties have been increased are: weigh¬ 
ing machines and scales (from 15 lo 
50 per cent) and wooden and steel furni¬ 
ture (from 30 to 50 per cent). Diesel 
engines and certain types of motor 
pumps which'were duty-free hitherto 
are now subject to import duty of 35 
per cent. Light vessels and boats weigh¬ 
ing less than 25-lon gross hitherto duty¬ 
free arc now subject to 25 per cent im¬ 
port duly. Telephone equipment, 
locks and padlocks which enjoyed duty¬ 
free import duty would now be sub¬ 
ject to 40 per cent duty. The govern¬ 
ment has also offered ‘pioneer’ status 
and tax incentives if units are set up to 
produce some of these items. 

A group of Malaysian businessmen is 
in search of suitable foreign partners lo 
put up a plant in ICuaia Lumpur for 
the production of frozen pineapple, 
punch and citrus juice concentrates for 
export. The plant will have a capacity 
of 2,240 pounds per hour. Interested 


Indian Investment in Malaysia 

K. K. G. NAMBIAR 


Indian entrepreneurs appear to find 
Malaysian climate congenial for invest¬ 
ment As many as SO proposals received 
by the Indian High Commissioner in 
Kuala Lumpur from them to set up 
industrial ventures in Malaysia provide 
proof of this. 

Already six Indian firms are engaged 
in the pr^uction of textiles, steel furni¬ 
ture, glass bottles, zinc oxide, precision 
tools and PVC insulated conductors in 
Malaysia. Other Indian units for the 
manufacture of electric fans, sewing 
machines, confectionery, talcum pow¬ 
der, electric motors and diesel engines 
have also been approved and their pro¬ 
duction is expected to commence soon. 

What has attracted the Indian entre¬ 
preneurs to Malaysia is the liberal in¬ 
centives being offered by the govern¬ 
ment. Foreign investments are guaran¬ 
teed under Investment Guarantee Agree¬ 
ments. Malaysia’s entry into the World 
Banlc-sponsoced Convention of Inter¬ 
national Disputes which permits foreign 
entrepreneurs to resort to the^ Inter¬ 
national Arbitration and Conctlmtion 
Centre to settle disputes offers addi- 
domd protection to foreign investors 
in Mala)^ There is no restriction on 
rmtriatioa of caratid and > remittance 
of profits and dividends within the 


sterling area. Restriction on remitting 
capital outside the sterling area is only 
nominal. Rules pertaining to double 
taxation are flexible. In addition to 
these advantages, a wide range of fiscal 
and other incentives are available. 

The newly formed Capital Investment 
Committee will streamline investment 
procedures and remove delays m the 
approval and implementation of pro¬ 
jects proposed by the foreign investors. 
The committee will also review and co¬ 
ordinate industrial development poli¬ 
cies of the government. 

These measures aimed at attracting 
private investments — foreign and do¬ 
mestic — have been prompted as the 
two pillars of Malaysia’s economy, 
tin and natural rubber, have been in 
danger during the oast few years (known 
reserves of tin are running out and na¬ 
tural rubber is being steadily humbled 
by synthetic rubber;. The Government 
of Malaysia is keen to diversify the 
nation’s economy so that absolute re¬ 
liance on tin and rubber can be reduced. 
The private sector is tliercfore assigned 
a key role and the total private sector 
investment, during 19fi6-70 is expected 
to be <6,lw million (R$46220 million;. 

Till recently, diversification of the 
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Indian parties can explore possibili* 
ties of entering this field alitfo. 

A trade delegation from Malaysia 
which had visited India last year had 
called upon the Indian entrepreneurs 
to be more earnest and active in setting 
up joint ventures in that country. The 
delegation had suggested to the Indian 
government to set up an Export Bank 
of India to help the export of capital 
equipment for joint ventures and also 
provide investment support to joint 
ventures. The Government of India 
should consider this suggestion as 
an incentive to Indian parties to set 
up joint ventures abroad. 

There are other areas too available 
for India to contribute her mite to 
Malaysia’s economic transformation. 
Malaysia today grapples with the 
problem of shortage of skilled and train¬ 
ed manpower. Till recently, the econo¬ 
mic scene in Malaysia was dominated 
by family owned or one-man business. 
No attention was therefore paid to 
managerial and technical training. But 
today the corporate sector dominates 
the economic scene which calls for 
trained and scientific management and 
also adequate technical training to 
operate industrial projects. It is stated 
that there are about 4,000 expatriate 
professionals working in the public and 
private sectors and within the next two 
to three years the Malaysian govern¬ 
ment wants to replace them by Malay¬ 
sians under the Malaysianization pro¬ 
gramme. A well thought out and plan¬ 
ned programme by India to impart 
technical and managerial training to a 
good number of Malaysians will be a 
worthwhile contribution by her. 

Vast Scope 

Further, there is vast scope for India 
to increase her exports to Malaysia. 
India has an unfavourable trade balance 
with Malaysia. India’s exports to 
Malaysia declined to Rs 7 crores in 
1968-69 from Rs 30.40 crores in 1963- 
64. In 1968-69, India imported goods 
worth Rs 7,70 crores from Malaysia. 
Although, India is in a position to 
supply a variety of engineering, electri¬ 
cal and mechanical goods and machi¬ 
nery, not to mention a number of 
consumer goods such as drugs and phar¬ 
maceuticals, confectionery, textiles, 
footwear, radios. processed foods 
etc., Malaysia imports them from 
western countries and Japan. At a 
time when India's machine tools indus¬ 
try is faced with the problem of inade¬ 
quate internal market, India hardly 
exports any machine tools to Malaysia. 
Malaysian market is dumped with 
Chinese machine tools and lathes which 
find their entry mostly through Hong 
Kong. Chinese lathes are said to be very 
popular in Malaysia. 

Malaysia’s import of non-traditional 
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goods from India i$ very insignificant 
Items like iron and steel products, 
transport equipment, rubber 

tyres, wire ropes, textile machinery, 
batteries, railway vehicles, trucks, 
^uses, mechanical handling equipment, 
refrigerators, water coolers etc., which 
Malaysia imports in large quantities 
hardly figure in the list of goods im¬ 
ported from India. The major suppliers 
of these items continue to be the UK, 
West Germany, Japan and China and 
recently cast European countries have 
also been trying to penetrate into 
Malaysian market. The need for India 
to improve her position here is 
obvious. 

Japan is emerging as an important 
trade partner of Malaysia. She is supply¬ 
ing Malaysia a wide range of engineering 
and consumer goods, Japan’s exports to 
Malaysia totalled Rs 698 million in 1968 
against Rs 578 million in 1967. Other 
new entrants in the race are: Australia, 
the Netherlands and Canada. Australia 
is concentrating more on joint ventures 
while Canada is helping Malaysia in 
developing her mining industry. Dutch 
agricultural economists, scientists, 
engineers, surveyors and sociologists 
have begun to work out a 20-year 
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development plan for the State of 
Tregganu. 

White, with the setting up of sia: joint 
ventures, India has m^e a good be¬ 
ginning towards gaining a sn^ficant 
economic footing in Malaysia, she is 
trailing far behind other countries. The 
50 proposals mooted by Indian entre¬ 
preneurs for setting up joint ventures 
therefore needs to betaken up for im¬ 
plementation without delay. Here it is 
necessary to stress that all parties in¬ 
volved should display a flexible and en¬ 
lightened attitude. 

The Indian industrial exhibition which 
will be held in Kuala Lumpur from 
March to May 1970 offers India a good 
opportunity to project the image of 
her industrial development and ability 
to assist Malaysia in her bid for rapid 
industrialisation. The recent decision 
of the Government of Malaysia to per¬ 
mit nationalised Indian banks to carry 
on business till they are able to reorga¬ 
nise themselves to conform to the laws 
of the country provides ample evi¬ 
dence of its goodwill for India. A good 
climate for intensifying India’s econo¬ 
mic and trade relations with Malaysia 
therefore exists. India should take the 
advantage of it. 
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WHCTHHit God is in his Heaven or not, Mrs 
Indim Gandhi has managed to remain at the 
South Block. It has to be presumcMl therefoie 
that alt is right with the world. This, at any 
rate, is the line whidi the present government 
at the centre is now selling to thd country 
with all the resowrces of high pressure sales¬ 
manship which it is able to command. It is 
therefore not surprising that the President's 
address to the joint sitting of the two Houses 
of Phrliament, at the commencement of the 
present budget session, has made a big effort 
m the general direction of presenting a com¬ 
placent view of the present state of the country 
and the prospects before it. 

As was to be expected, the address has made 
much of the fact that agricultural production 
continues to fare well, while industrial produc¬ 
tion is staging a come-back after the recent 
recession. I am not saying that the government 
cannot make legitimato propaganda use of 
these positive trends in the economy, but it is 
not quite honest, surely, on the part of the 
powers that be to pul forward a one-sided 
picture when the other side happens to be of 
even more basic importance or relevance. 

The President's address, on this occasion, is 
the first formal general policy report on the 
part of the Government of India as the nation 
enters the seventies along with the rest of the 
world. This is a grave enough occasion for 
those who are responsible for the address to 
attempt an earnest appraisal of the state of the 
country in terms of the need that lliere is for 
OUT government and our people to Icam from 
the mistakes of the past so that the disappoint¬ 
ments and frustrations of this period may not 
be repeated in the years ahead. The Presi¬ 
dent, no doubt, spoke of the importance of 
production and pr<^uctivity even as he empha¬ 
sized the urgency of a just and equitable social 
order. Nevertheless, the address, whether in 
its substance or style, certainly did not convey 
adequately the depth and range of the problems 
of historic poverty, growing unemployment 
and arrested tndustrial growth which the coun¬ 
try faces today and which those who claim to 
govern it must now endeavour to consider and 
deal with ih a spirit of objectivity and realism. 


Again, it is not only in the economic field 
that the Pre.sidem's address has opted for the 
language of euphoria. In the vital domain of 
the political state of tlte country, the President's 
address has chosen to be prudent rather than 
valorous. Despite its mention of the spirit of 


violence that is apparent, it has been clearly 
reluctant to come to grips with the nature of 
and the threats implicit in the political situation 
prevailing in certain parts of the country where 
the democratic freedoms and even bare physi¬ 
cal safety, of citizens are being increasingly ex¬ 
po^ to politics of sabotage and even insurrec¬ 
tion. The Prei$idem's plea for peaceful politi¬ 
cal behaviour, while virtuous in itself, is surely 
out of tune with the tigly realities of the politics 
of violence which has been adopted as a cal¬ 
culated politUal strategy by certain political 
parties for devitalising or even destroying our 
democratic resources and undermining our 


parfiamentaiy institutions. 


While it is neidieir easy nor indeed necessary 
to try to liormst now what tbe pc^iticaJ for** 
titnm pf tire govenmient at the centre 


may tiurn out to be during this budget session, 
there is no denying the that Mrs Indira 
Gandhi is safer and more secure now in her 
prime ministership than she ever was since 
the Bangalore session of the AlCX^. At the 
level of state politics wliere of the battles 
of the split Congress have been fought in re¬ 
cent montlis, the Prime Minister has been lar¬ 
gely successful in defeating the efforts of the 
Nijalingappa group to consolidate itself in dis¬ 
puted areas. It may be that the Charan Singh 
ministry in Uttar Pradesh has still a number of 
bridges to cross and it is true, of course, that 
this ministry cannot, by any means, be regarded 
as a creature of the Indira Gandhi group. 
Nevertheless, the displacement of Mr C.B. 
Gupta from the chief ministcfrship has clearly 
diminished such anxieties as the Prime Minis¬ 
ter may have had regarding the support she 
may expect from members of Parliament elec¬ 
ted from Uttar Pradesh on the Congress ticket 
in the last general election. 

In the case of Bihar, her gain has been of a 
different kind. The moral here is that Mrs 
Gandhi and her advisers have displayed striking 
political skills in hammering out a working 
coalition of political groups or forces in the 
state. This may be an important step in such 
strategy as they may have for forging electoral 
alliances when the next general election comes 
round. Granted that neither faction of the 
Congress has a chance of acquiring a dominant 
position in a new Parliament, the capacity of 
leaderships to organise marriages of conveni¬ 
ence among political parties should clearly be¬ 
come a critical factor in determining the politi¬ 
cal prospects of the various parties contending 
for power. The indications, so far, arc that 
the Indira Gandhi faction seems to possess this 
talent to a greater extent than the leadership of 
the Organisation Congress. In fact, it could be 
said that, if the latter group fails to develop 
initiatives during the next month or so, it 
would have suffered grievously in the battle for 
the control of the apparatus of government 
or the affections of the electorate. 


Even those who may not be enthiisia.siic 
about the complexion of Mr C. Subra- 
maniam's current politics will readily grant 
that be is an intelligent policy-maker and able 
administrator who could be an asset to any 
government. Given, especially, the compt)sition 
of the central jgovernmentat present, there can 
be no gainsaying the fact that it would stand 
to gain considerably in competence through Mr 
SuWmaniam being inulutWin it and given an 
important portfolio. This docs not, however, 
mean that public opinion should accept with¬ 
out protest the methods that are reportedly 
being adopted to secure his nomination to the 
Raiya Sabha so that he may be appointed as a 
minister. 

It is being suggested in some quarters that 
Mr Subramaniam is not merely willing but is 
quite anxious to bargain with the DMK for 
its support to his candidature to the Rajya 
Sabha. Since the Indira Gandhi faction comm¬ 
ands v^ few votes among the Congress mem¬ 
bers of the Tamil Nadu legislature, Mr Subra- 
maniam would, in fact. Ire settling for being 
nominated to Raiya Saoha by the DMK. He, 
however, claims to be the leader of the Indira 
^ndhi Congress faction m Tamil Nadu and is 
therefore. Informal term^ bne of the principal 


political opponents of the DMK in Tamil 
Nadu. How can he hope to retain this status 
in the eyes of the public, if he is to be elected 
to the Rajya Sabha by courtesy of the DMK ? 


Mr S. P. Aditanar, who was until reoenily 
holding the portfolios of Transport and Co¬ 
operation in the DMK ministry in Tamil Nadu, 
was relieved of his charge of Transport, accor¬ 
ding to an official announcement made on 
February 19. Mr Aditanar’s administration 
of Transport had been under lire for some lime 
and one of the criticisms levelled against him, 
strangely enough, was that he was trying to 
run nationalised road transport services on 
commercial lines with an eye to profit. It is 
not known what precisely were the considera¬ 
tions which prompted the Chief Minister, Mr 
Karunanidhi, to take Transport away from 
Mr Aditanar. If such a situation had arisen 
in the Congress party, there would have been 
no dearth of “inside^'stories or ‘Inspired” re¬ 
ports circulated by leading members of the 
parly itself about the situation of or reasons 
for the change in the minister's assignment. 
As against this, it has not been easy to get 
any DMK member of Parliament in town 
to comment on the Tamil Nadu Chief Minis¬ 
ter's decision relieving Mr Aditanar of the 
portfolio of Transport. The curious inquirer 
has to be satisfied with the bland reply that 
the Chief Minister had simply acted in the 
democratic faith that the people should have 
no cause for grievance where the running 
of nationalised road transport undertaking, 
with which the public in its everyday lifb is 
intimately concerned, is involved. 


It is however not only the politicians of the 
DMK who have chosen to be disenset. The 
newspapers in Madras City have certainly been 
in no hurry to probe behind the scenes. This, 
at any rate, has been the case with Thf Hindu. 
In fact, that extremely prudent paper was at 
its cautioas best even in presenting a routine 
report of the incident. The relevant headline 
coyly refrained from even mentioning that 
Mr Aditanar had been relieved of the Trans** 
port portfolio. It merely stated that "Sadiq 
Pasha (another minister) Takes Over Trans¬ 
port.*’ TAe Hindu has an extremely articulate 
political correspondent in New Delhi, who wri¬ 
tes column after column every time any promi¬ 
nent politician of either faction of the Congress 
happens to sneeze or smirk and goes into an 
analysis in depth of* what political meaning 
those sneezes or smirks may have. But when 
ii comes to the ruling party in Tamil Nadu it¬ 
self, The Hindu seldom exhibits interest in 
going after the news behind the news. It seems 
to me that, Mr Inder Gujral notwithstanding, 
the independence and fre^om of the press Is 
safer wiUt New Delhi than it is in some of the 
state capitals. I do not believe that The Hindu 
would ever write as fiercely against the DMK 
as it often does, say, against the political 
happenings in West Bengal. Nor for that 
matter do I believe that The Times of Jlfh 
dia would come out as clearly and firmly ag¬ 
ainst the Shiv Sena as it may a^inst anti-social 
elements in Kerala or Andhra-- and Tamil 
Nadu and Maharashtra, let us remind ourselves, 
are not yet states which are under the rule Of 
communist parties. 


V. B, 
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SUGAR MILLS IN U.P. 

Mr Diaran Simoh, Chief Minister of Uttar 
Pradesh, announced the appointment of a three- 
man committee on February 21, This commi¬ 
ttee has been asked to suggest the form as well 
as the procedure to be adopted for the 
takeover of sugar mills in the state. Mr Vi- 
rendra Verma, Minister for Irrigation, has been 
appointed as chairman of the committee. He 
will be assisted by two other members— Mr 
Pfithvi Nath Seth, MP and Mr Genda Sin^, 
MLA. The Chief Minister also indicated that 
he did not think that there would be necessity 
for the state government to consult the centre 
nn the issue. He said the centre had earlier 
informed the state government that it was com¬ 
petent to take over sugar mills. The sState 
government has also recommended to the centre 
to fix the price of sugarcane at Rs 10 per 
quintal with immediate effect as recommen¬ 
ded by the Sugarcane development Board. 
Mr Charan Singh emphasised that this measure 
was necessary to ensure remunerative prices 
io cultivators and to avoid flucluatioits in 
sugarcane production. 

TRAVEL ABROAD 

Ihc government of India has had under con- 
sideration for some time the Question of making 
some relaxations in the regulations regarding 
release of foreign exchange for education over¬ 
seas and for travel abroad. In the matter 
of foreign exchange release for those going for 
further education overseas, the following re¬ 
laxations have been made: 

(al At present, a student is required to have 
obtained not less than 60 per cent marks in a 
degree examination in India to be eligible for 
release of foreign exchange. Hereafter, the 
qualifying marks would be lowered to 55 per 
cent. 

(b) At present, no foreign exchange Is re¬ 
leased in favour of any |:^rson unless he had 
passed a degree examination in India (with a 
minimum of 60 per cent marks now lowered to 
55 per cent). It has now been decided that for 
all those fields of study wlicrc a degree course 
does not exist in India nor is an adequate dip¬ 
loma course available, foreign exchange will be 
released without insisting that the student con¬ 
cerned should be a graokiate. 

(c) At present, a student who goes abroad 
for furtlier studies and who wins a foreign 
scholarship is required to curtail, to the extent 
of the value of the scholarship, the quantum of 
remittances from India It has been decided 
that, in future, no such curtailment in remittan¬ 
ces from India need be made if the value of the 
scholarship earned abroad is for an amount 
not exceeding £300 tier annum. Where the 
amount exceeds £300, the adjustment need be 
made only for the portion in excess of £300. 

In view of the high cost of education over¬ 
seas and the need to provide some assistance to 
meritorious students, the government has de¬ 
cided to introduce a scholarship scheme under 
which 50 .scitolarships will be awarded every 
year. Furtlter details about the scheme in re¬ 
gard to the amount of tlie scholarship, the 
courses for which they would be admissible, the 
form of application, the criteria for their award 
etc. are bdng separately worked out by the 
Ministry of Education atid these details will be 
notified sepmrately. 

In respect of travel abroad, the government 
has decided that all those who have not been 


abroad for a period of throe years will be exempt 
from the operation of ‘P* form control in res¬ 
pect of one visit abroad. For sudi a visit, no 
sponsorship declarations will be required nor 
will it be necessary for the pmon concerned to 
indicate who would be the host abroad. The 
period of three years will be reckoned back¬ 
wards from the date of commencement of the 
proposed visit abroad. Thus, anyone who has 
not been abroad since March 1,1967, would be 
in a position under this rule to make a trip of 
his choice commencing March 1, 1970. 
Likewise, for later dales, the period of three 
years will be similarly reckoned backwards on 
a date to date basis. This facility would be in 
addition to the travel facilities already ad¬ 
missible under the present 'P* form regulations. 

Those going abroad under the above scheme 
and travelling by Air-India will be given 
foreign exchange equivalent to SI00 for the en¬ 
tire trip by the Reserve Bank of India. 

The following other relaxations of a general 
nature have b^n allowed: 

fa) In the matter of travel abroad to attend 
conferences, in future, there would be no 
restriction on numbers when tliere is hospitality 
from an institutional source in respect of the 
expenses of the stay abroad. 

(b) In future, anyone who goes abroad will 
have the discretion to spend an additional 15 
tlays abroad on his own. This could be utiliz¬ 
ed to make c/i route halts or to visit nearby 
countries. No additional foreign exchange 
will, however, be released for the extended 
period. 

(c) Visits abroad of sportsmen who have 
attained a certain minimum standard as ad¬ 
judged by the competent sports body will also 
be liberalised. 

(d) The present restriction about wives not 
being allowed to accompany their husbands for 
conferences or business visits and the like will 
bo somewliat relaxed so that, in appropriate 
cases, the Reserve Bank would give foreign 
exchange facilities also for the wives. 

The changes indicated above will become 
effective from March 1, 1970, from which date 
the Reserve Bank of India will entertain appli¬ 
cations on the revised basis. 

Procedurally, it is being arranged that the 
foreign exchange release of $100 indicated above 
as also the facility to make remittances in fa¬ 
vour of students who go for education overseas 
will be delegated by the Reserve Bank of India 
to a number of banks all over the country. 
The basic objective is that, within a short time, 
these facilities would be available locally in 
every city with a population of 1(X),000 people 
or more. The procedural c^ngc is expected 
to gome into force from April 1, 1970. 

BUDGET SESSION BEGINS 

In his inaugural address to the joint session of 
the two Houses of Parliament on February 20, 
marking the beginning of the budget session, 
the President, Mr V. V. Oiri, reiterated the 
government's resolve “to go forward at a 
faster pace towards the achievement of a social 
order which is just and hugiane, by taking parti¬ 
cular care of the weaker sections of the commu¬ 
nity and by ensuring that the meagre wealth 
of the nation is augmented by hard and dedL 
catedwork.” 

Mr Gtri expressed optimism about economic 
outlook. The present economic aituaUon 
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in the countiy, he ukU euniced well, for the 
■coelention of the niM of deve(o|itxetlit.r’ The 
price shuedon, Mr CM Obierved, bed nMIt famt 
under eoniMd. in the ncent pett. The Ihod 
and ihelMikiKSe Of pijinMiU i^tioiMi trare 
satisuu^ory. Industrial biitptit Vvtts also pic« 
king up; the rise in industrial production in 
19^ over 1968 h being estimated at over seven 
per cent. Particularfy Heartening was ffie 
fact that a large number of capital goods lidus- 
tries were also recovering firom the fecetit re¬ 
cession. 

The fourth Plan, the President said, would be 
finalised soon. It would reflect the broad 
parameters of the government's economic policy 
which arc to increase production, effect better 
distribution of wealth and open up in an in¬ 
creasing measure income-generating opportu¬ 
nities for employment. On the agricultural 
front, special emphasis, Mr Giri said, would 
be plac^ on tlte problems of dry areas, rural 
electrification and land reforms. In the 
industrial sector, three fields of activities -- ma¬ 
nufacture of steel, oil exploration and [>roduc- 
tion of fertilizers would receive special em¬ 
phasis. The development of small-scale and 
ancillaiy industries would also be encouraged. 
The government's licensing and financial 
policies would seek a co-ordinated development 
of large and small-scale industries. Another 
important direction in which efforts would be 
made, Mr Girl said, was the promotion of 
industries in backward areas. 

Unemf>loymcnt, the Pre.sident said , was the 
most serious problem facing the economy at 
present and effective solution to it had to be 
found. To improve the situation, he indicated 
that a large rural works programme was pro¬ 
posed to be launched. Housing construction 
activity was also envisaged to be stcp|>ed up. 
The education programme in polytechnics had 
to be linked with practical exi^riencc in indus¬ 
try. 

As a result of the nationalisation of banks, 
Mr Giri hoped, bank assistance for viable and 
productive schemes would flow in a greater 
measure to tlic weaker sections of the socictj^. 
The President also laid a good deal of emphasis 
on the family planning programme. 

Tile more important legislative business to 
be pushed through the current budjjwt session, 
Mr Giri indicated, included ; (i) a bill to replace 
the recent ordinance renationalising 14 comm¬ 
ercial banks: 07) the Foreign Ass stance fRe- 
gulation) Bill; (Hi) the Crop Insurance BUI; 
OV) the bill to establish a Newspaper Financial 
Corporation; and (v) a bill to set up an auto¬ 
nomous statutory corporation for the manage¬ 
ment of the four international airports in the 
country. The government, Mr Giri said, 
would also be bringing in legislation to abolish 
Ihc privy purses and privileges of the rulers of 
former Indian stages. 


STATE BUDGETS 

Andhra Pradesh budget for 1970-71 lias dis¬ 
closed a deficit of Rs 0 *47 crore on revenue 
account. Taking capital transactions and public 
debt into account there will be an overall sur¬ 
plus of Rs 14 '30 crores. No new taxes were 
proposed by the Finance Minister, Mr K Vija- 
yabliaskara Reddy, who indicated that he ex- 
ixicted additional revenues from the scrapping 
of prohibition in the Andhra area. 

The budget estimates indicate total revenue 
at Rs 265 96 crores and revenue expenditure 
at Rs 266*43 croros in 1970-71, the bw^t 
provides an outlay of Rs 10 *20 crores during 
the year on the Nagarjunasagar project and 
provides Rs S4‘6D crores for isducation. A 
sum of Rs 115 lakhs has been provided for old 
age pensions. The state's annual p^n for 
1970-71 will have a total ouf^ of Its 77*39 
crores. The Plan outlay is likely to be augr. 
merited by Rs IS ciores later for special 4^ 



EASTERN ECONOMIST 


32} 


Ftbnwwry 27, 1970 

vd0|Mtieot of teicfigatia, RayAlwema and other 
tMbCkward xmoo»* Of the total Plan outlay 
for 1970-71, Rs 29 *50 crom ’will be spent on 
Te^engana and the mt on Andhra region*. 

The 1970*71 budget of Gtdarat^ presented to 
the state assembly by the Giyvat Finance 
Mtnisler, Mr Jaswant Mehta, indicated an over¬ 
all d^t of Rs 8 *70 crores. The buttot esti¬ 
mates leveated a revenw surplus of Rs 418 
crores. Revenue receipts were estimated at 
Rs 193 12 crores and expenditure at Rs 188 94 
crores. In order to cover the deficit partly, 
Xht state Finance Minister has recommendM 
a rise in the rates of taxation on urban land and 
building and increased sales tax on aviation 
motor apicit and high speed diesel oil. The 
sales tax on aviation motor spirit has been 
increased from five paise to seven paise a litre; 
in the case of high speed diesel oil, the sales 
tax has been raisra from 5 paise to 6 paise per 
litre. It has been estimated that the change 
in tax on aviation spirit will yield Rs 4 lakhs 
additional. In the case of high speed diesel 
oil, the increase will be of the order of Rs 
29 lakhs. The revised taxation rates on urban 
land and buildings are expected to yield an 
additional income of Rs 32 lakhs. 

The West Bengal Budget for 1970-71 pre¬ 
sented on February 20 to the state assembly by 
Chief Minister Mr Ajoy Mukherjcc. showed an 
overall deficit of Rs 15 -51 crores. The ope¬ 
ning balance was negative at Rs. 25 -06 lakhs 
with the result that the overall closing balance 
for 1970-71 was estimated at negative Rs 40 -57 
crores. No additional taxation measures 
were proposed by Mr Mukheijee in order to 
wipe out the deficit. The plan size for 1970-71 
is proposed to be increased to Rs 58 -63 crores 
as against Rs 51 36 crores in the current year. 
The overall deficit of Rs 53 -67 crores as indi¬ 
cated in the budget estimate for 1969-70 pre¬ 
sented in July last year came down to Rs25 06 
crores due to (a) increased devolution of Rs 
21 ‘46 crores as recommended by the fifth 
Finance Commission for the current year, 
(b) reduction in plan expenditure, and (r) addi¬ 
tional taxation. Mr Mukherjee stated that 
the government intended to enact such addi¬ 
tional tax measures during the fourth Plan 
period as would yield a total revenue of about 
Rs 80 crores. 

EXPORTS FALTER 

As against the fourth Plan target of expanding 
exports by seven per cent per annum, exports 
during iho first eight months of the current 
financial year i.c. between April and Novem¬ 
ber, 1969, at Rs 921 -8 crores recorded an in¬ 
crease of only 0 -87 per cent over the figure of 
Rs 913 ‘8 crores for the corresponding period 
last year. Some of the major cornmoditics the 
exports of which showed a decline were tea, 
oilcakes, castor oil, sugar, cashew kernels and 
iron and steel. 

As many as seven causes arc said to be res¬ 
ponsible for the deceleration of exports this 
year. These are: 

(i) As a consequence of the restrictive trade 
policies pursued by some of the in^or developed 
countries for balance of payment reasons, the 
rate of growth of exports from developing 
countries during the first three quarters of 1969 
was only nine per cent, even though world ex¬ 
ports had gone up by about 14 per cent as 
against 11 per cent in 1968 and about eight per 
oeiit projection by the World Bank in its latest 
report 

(ii) Revival of domestic demand as a result 
of the green revolution and pick-up in industrial 
activity led to oohsidetable reduction in 
exportable surpluses especially of several 
categories of iron and steel (H.R, strips, CR. 
stinia, hillete, dcelp etc), se^fig machines, 
augai'f obiHwseatial w^^etable^oils etc. 

(ifi) Inadequile expansion of industrial 


capacity during the past few years. 

(iv) Losses in production as well as move¬ 
ment of export consignments due to industrial 
unrest. 

(v) Shortage of certain industrial raw mate¬ 
rials such as particular varieties of irem and steel 
(mentioned above) as well as non-ferrous me¬ 
tals. 

(vt) Steep rise in the prices of tndusfrial raw 
materials leading to increase in cost of produc¬ 
tion. The extent of increase in industrial 
costs can be gauged from the fact that the price 
index for industrial raw materials (1961-62; 
100) rose from 163 *4 as on December 21, 1968, 
to 175‘3 for the week ending December 20, 

1969. Between these two dates the price indices 
of chemicals rose from 172-5 to 188-r, of 
intermediate products from 146 6 to 162*5, 
and of fuel, power, light and lubricants from 
148 -9 to 155‘7. 

ivii) Sharp fall in both the volume and unit 
value of tea exports. Between Apri I and Octo¬ 
ber, 1969, the unit value of tea exports went 
down by 10 per cent. The volume of tea ex¬ 
ports decreased by 15 per cent. 

Following this disturbing trend on the ex¬ 
port front, a crash programme for exports has 
been launched recently. The main compo¬ 
nents of this progranime are : (i) the speedy 
removal of obstacles in the way of exports; 
Hi) encouraging of exports ex-stock and from 
scheduled production ; (///) encouraging of 
fuller utilisation of capacity through making 
available adequate supply of raw materials 
(eitlier imported or indigenous) and other 
essential inputs; (ir) endeavouring through the 
state governments to improve labour-manage¬ 
ment relations; (r) entering into barter deals 
for specific commodities; (vi) expediting of 
movement, sj-^ccially at the ports, of export 
consignments; and (vii) special marketing 
efforts by public sector as well as private sector 
enterprises. 

An informal inter-niinistcrial committee 
has been set up under the chainnanship of Mr 
B. B. Lall, Additional Socretaiy, Department of 
Expenditure. Ministry of Finance, for sorting 
out all operational problems of the programme. 
Export procedures have now been streamlined 
and arrangements have been made for ensuring 
raw materials for production of exportable 
goods. Advance licences for imports of 
essential raw materials arc also being granted 
and an afi hoc committee is looking into the 
question of relaxing the ban on imports of 
certain industrial inputs. The payment of 
drawbacks allowed for certain exports is being 
expedited. 

TAX EVASION 

The Oovernment of India has recently app¬ 
ointed a committee of experts under the chair¬ 
manship of Mr K. N, Wanchoo, former Chief 
Justice of the Supreme Court, to examine and 
suggest legal and administrative measures to 
counter evasion of direct taxes. It will re¬ 
commend concrete measures (t) to unearth 
black money and prevent its proliferation 
through further evasion; (2) to check avoidance 
of tax through various legal devices, including 
the formation of trusts and (3) to reduce tax 
arrears. It will also examine various exemp¬ 
tions allowed by the tax laws with a view to 
their modification, curtailment or withdrawal. 
It will also indicate the manner in which tax 
assessment and administration may be impro¬ 
ved for giving effect to all its recommendations. 
The members of the committee arc: Mr M. P. 
Chitale (chartered accountant, Bombay), Mr 
S. Prakash Chopra (chartered accountant, 
Delhi), Mr P.C. Padhi, fornNff member of the 
Central Board of Revenue and at present 
Deputy Comptroller and A^or-Qeneraland 
Dr D^ K. Rangnckar, economist, Mr S. 


Natayan, Commissioner of 1ncome*(ax will be 
secretary of the committee. 

TEXTILE EXPANSION 

The expansion of tlie cotton textile industr>' 
during the fourth Plan period, it is understood, 
will be confined primarily to the addition of 
spindleage to the existing non-viable or 
unbalanced units. No new unit will be licen¬ 
sed, except in replacement of a scimpped one. 
There are 40 units in the co-operative sector and 
182 units in the private sector with less than 
25,OQO spindles each. If they are to be made 
tet^ically and financially viable by raising 
their spindieege to the economic level of 25,000, 
an investment of about Rs 125 crores would 
be called for. The total additional spindleage 
that would be needed to be installed in the^ 
units would be 2 5 million. 

The main reason for restricting the growtli of 
the textile industry is understood to be that the 
present 17 -55 million spindles capacity can 
cater for the 1973-74 requirement.^ of yarn. 
These spindles can produce about 1,160 million 
kgs of yarn. The requirements of cloth in the 
terminal year of the fourth Plan are estimated 
at 9,350 million metres, including 800 million 
metres for exports. To produce this quantity 
of cloth, the yarn requirements are estimated 
at 1,070 million kgs. Another 70 million kgii 
of yarn, it is estimated, would be required for 
other uses. So the total demand would be 
not more than 1,140 million kgs as against 
1,160 million kgs present capacity. Furtlief, 
effective slops are said to Imve been taken in 
regard to the addition of I -15 million spindles 
for which industrial licences have already been 
issued. If some of the uneconomic units are 
scrapped, the new* industrial units to come up 
in their place will raise the yarn manufacturing 
capacity further, leaving no scope for entirely 
new units to be established. 

NAMES IN TIIE NEWS 

The Prime Minister, Mrs Indira Gandhi, 
appointed on February 17, Mr* Outeari 
Lat Nanda as the Minister for Railways and 
Mr D. Sanjivayya as Minister for l^ibour, 
Employment and Rehabilitation. 

Mr Keshub Mahiadra, Chairman of Maliin- 
dra & Mahindra, has been elected I’resident 
of the Associated Chambers of Commerce A 
Industry of India in .succession to Mr J. M. 
Parsons. The Associated Chambers of Co¬ 
mmerce is an all-India organisation consisting 
of 12 Chambers of Commerce which together 
with their connected industrial associations 
represent the entire range of commerce and 
industry in India. 

As President of ASSOCHAM, Mr Keshub 
Mahindra brings to this representative associa¬ 
tion a rich and varied experience In commerce 
and industry, A former President of the Bom¬ 
bay Chamber of Commerce, Mr Mahindra, 
who is 46 years old, has been intimately conn¬ 
ected with the automobile industry for the past 
twenty years. He heads one of the largest 
groups of industries, and has made a signtfii^nt 
contribution to the manufacture of tractors, 
tyres, elevators, industrial instruments, ailoy 
steel and textile machinery, among other 
manufacturing industries. 

Dr, T. R, Bhaskaran, Chief Technologist, 
Geo Miller and Co. Private Ltd., New Delhi, 
has been awarded tJte 1969 K.L. Moudgill 
Prize in recognition of his meritorious services 
to the cause of standardization in India. The 
prize was instituted by the Indian Standards. 
Institution in 1958 to commemorate the distin¬ 
guished services rendered 1:^ late Dr K, L. 
Moudgil}, eminent educationist and standards 
engineer, who had made invaluable contribu¬ 
tion to the development and strenghening of 
the standards movement in India. U canw a 
cash award of Rs KXX) and is given yearly to 
any citizen of India who may be selected as 
having rendered the most outstanding service 
to the cause of standardization in the country. 
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DNION CARBI1>E 

Unjon Carbide India Lid, has earned increased 
net profit, after tax and before provision for 
development rebate, at Rs 3 15 crores for the 
year ended December 25, 1969, against Rs 1 89 
crores in 1968. The provision for taxation is 
Rs 2.48 crores compared with Rs 52 5 lakhs 
in the previous year. General reserve gels Rs 
2 -28 crores and sinking fund reserve Rs 3 lakhs. 
With the announcement of a final dividend of 
75 pfiise per share, absorbing Rs 61 <42 lakhs 
(subject to tax), the full dividend for 1969 
amounts to Rs I 50 per share on the increased 
paid-up capital. The company issued rights 
and bonus shares, both in the ratio of 1:2 early 
in 1969, doubling the paid-up capital to Rs 8 *19 
crores. Sales have been higher at Rs 44*04 
crores against Rs 33 *95 crores. Working of 
the electrolytic manganbsc dioxide plant fs 
progressing satisfactorily. The company has 
plans for commercial harvesting of shrimp and 
expects to begin trawling operations towards 
the end of 1970. 


VOtTAS 

The directors of Voltas Lid, have recom¬ 
mended the payment of dividend on ordinary 
shares subject to deduction of tax at the rate of 
7 per cent against 15 per cent in the previous 
year. This amount will be paid from general 
reserve which will absorb Rs 30.30 lakhs against 
Rs 64 94 lakhs in the previous year. The 
directors have also proposed the assurance of 
bonus shares in the proportion of one share for 
every 5 shares held. The reason for a sharp 
fall in profits of the company is the closure of 
sales offices and factory for a couple of months 
due to a slow-down strike. The directors hope 
that the turnover as also the profit would in¬ 
crease in 1969-70. The target of sales is esti¬ 
mated to exceed Rs 80 crores. 

The company's sales were higher at Rs 68 27 
crores for the year 1968-69 against Rs 67 *59 
crores for the previous year. The profit be¬ 
fore depreciation, development rebate reserve 
and taxation amounted to only Rs 66 *43 lakhs 
during the year against Rs 234 *47 lakhs for the 
previous year. Depreciation gets Rs 55*87 
lakhs against Rs 51 *90 lakhs previously. Profit 
before taxation and development rebate le- 
serve amoimts to only Rs 10 *56 laklts against 
Rs 182 *57 lakhs for the previous year. Rs 7 *50 
lakhs have been provided for taxation as against 
Rs 1 02 lakhs in the previous year. Develop¬ 
ment rebate reserve gets Rs 2 50 lakhs against 
Rs 3 *50 lakhs in the previous year. Rs 2*92 
lakhs have been transferred from development 
rebate reserve. This leaves only Rs 3 *48 lakhs 
profit against Rs 77 *07 lakhs in the previous 
year for appropriation. 

CAMPHOR & AIXIED PRODUCTS 

The directors of Camphor and Allied Pro¬ 
ducts Ltd, have decided to maintain the 
distribution for the year ended December 31, 
1969 at Rs 12 per share. The company has 
earned a gross profit of Rs 57 90 lakhs on a 
turnover of Rs 1 98 crores. The net profit is 
however lower at Rs 16 *38 lakhs as compared 
to Rs 33 ‘52 lakhs for the previous vear on 
account of the need to provide for taxation 
amounting to as much as Rs 26 *75 lakhs against 
no provision in the previous years. The provi¬ 
sion for depieciation is Rs 9 *54 lakhs. Deve¬ 
lopment rebate reserve gets Rs 1 *45 lakhs. 
Other allocations include Rs 7 (50 lakhs to 


general reserve and Rs 2 lakhs to deferred tax¬ 
ation reservie. The proposed dividend both 
equity and preference, will claim in all Rs 6 *92 
lakhs. The carryover is Rs 1,874. The com¬ 
pany manufactured during the year 571 tonnes 
of camphor against 554 tonne^ in the previous 
year. The sale of camphor was 577 tonnes dur¬ 
ing the year. The company has marketed vari¬ 
ous new chemicals which it intends to manufac¬ 
ture in the expansion project. They are being 
manufactured at present on the pilot plant 
yielding a sales value of Rs 8 *95 lakhs. 

PREMIER CONSTRUCTION 

Shareholders of Premier Construction Com¬ 
pany Ltd, Bombay, will get a jubilee divi- 
(tod of Rs 2 per share (Rs 50 paid-up) in addi¬ 
tion to Rs 18 per share as regular dividend on 
their equity shares, the same as for last year. 
This has been rendered possible despite increas¬ 
ed appropriations to depreciation and taxation 
thanks to the improved gross profit (higher by 
more than Rs 10 lakhs for the year ended 
December 1969 than for 1968). Total gross 
profit of the company is Rs 73 *62 lakhs for 1969 
compared with only Rs 63 *61 lakhs for 1968. 
The company has decided to increase the face 
value of the share by Rs 10 from Rs .50 to Rs 60 
by capitalisation of reserves. 

LAKSHMI COTTON 

The Lakshmi-Vishnu Cotton Mills Ltd, the 
management of which changed hands in Sep¬ 
tember last, has turned the comer and the 
prospects for the current year 1970, are reason¬ 
ably good, said Mr M. L. Aptc, a director of 
the company at an extraordinary general meet¬ 
ing of the company in Bombay recently. 
Sales during 1969 have totalled Rs 8 *30 crores, 
thanks to higher production and better realisa¬ 
tion. The gross profit, subject to depreciation 
and taxation, is likcb' to be around Rs 50 lakhs. 
The company is pursuing the modernisation 
and renovation programme instituted by the 
previous management which is expected to cost 
Rs 60 lakhs. This is likely to be completed in 
two years. The State Industrial and Invest¬ 
ment Corporation of Maharashtra Ltd is pro¬ 
viding a loan of Rs 45 lakhs. Once this expan¬ 
sion is through the companv*s productivity is 
expected to be higher. It has now gone in for 
500 ordinary looms which ^ould give better 
stability to the company’s production. The 
company has an up-to*date processing plant. 

KHANDELWAL UDYOG 

The preliminary working results of Khandel- 
wal Udyog, for 1969 reveal sale.s turnover of 
Rs 56-40 lakhs against Rs 34 06 lakhs in the 
previous year and a modest profit of Rs 0 *78 
lakhs after providing foi^ depreciation as against 
a loss of Rs 23 *83 lakhs in the previous year* 
But for the fact that the costs have risen, the 
results achieved could still have been better. 
Apart from the working results, the signifiwnt 
landmarks arc the substantial reduction in 
administrative expenses, inventory costs and 
interest charts and improved relations with 
customers. The ordet^osition also has mater¬ 
ially improved. 

KILUCX INDUSTRIES 

Mr C. M. Mehta, chatmuin of Killick Indus¬ 
tries Ltd, has told shareholders that KiMidc. 
h^xon and Co. Ltd, and A.R. Haselurer Lid, 
which would be amalgamated with the company 
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have fared wdl during the current year. The 
compimy is considediig the posdHHty of maoiih 
facturi^ and dealing in fertilisers, chemicals 
and other allied products. 

TIWAC INDUSTRIES 

Tiwac Industries Ltd, which commenoed 
production of docks in 1967 has tought out 
new models to cater for the more aesthetic tast¬ 
es. These models were released for sale lecen^ 
tv at the company’s factory at Dharwar. Accor¬ 
ding to Mr A. R. Badarinarayan, chairman, 
the company is stilt not out of the woods and 
needs some financial assistance to make it a 
profitable concern. Mr Latoand Hhiu^nd, 
a director, has urged the Oovemment of Mysore 
to help the company in the same way as assis¬ 
tance is provided by Maharashtra and other 
states. 

NATIONAL BANK OF LAHORE 

All branches of the National Bank of Lahore 
Ltd, started functioning at their existing premis¬ 
es as branches of the State Bank of India 
from February 23, according to Mr H. C. 
Sarkar, Secretary and Treasurer, State Bank 
of India, New Delhi. According to Mr Sar¬ 
kar, every depositor of the National Bank of 
Lahore Ltd, will be paid the full amount of his 
deposit irrespective of the percentage of com¬ 
pensation payable to the shareholders. With 
the amalgamation of the National Bank of 
Lahore Ltd, the number of offices of the State 
Bank of India in Delhi circle increased to 245, 
of which 44 arc in the union territory of Delhi. 

NEW COMPANY REGISTRATIONS 

One hundred and thirty-six companies were 
registered in the different states/union territo¬ 
ries during the month of December 1969. Of 
these 133 were registered as companies limited 
by shares and the remaining three as companies 
limited by guarantee. The 133 companies limit¬ 
ed by shares comprised 10 public limited com¬ 
panies and 123 private limited companies hav¬ 
ing aggregate authorised capital of Rs 47 *70 
crores and Rs 10 *76 crores respectively. 

Compiles Limited by Guarantee : The com¬ 
panies limited by guarantee registered during 
the month were (1) Kandam-Kulathil Ix>pap- 
pan Charities. Kerala, (2) Inter-church Service 
Agency, Tamil Nadu and (3) the Church of 
God Trust Society of India, Tamil Nadu. 

Companies Limited by Shares : One of the 
companies registered during the month was a 
government (*ompany which was registered as a 
private limited company in the state of Uttar 
Pradesh under the name of M/s Uttar Praitoh 
State Textile Corporation and had an authori¬ 
sed capital of Rs 3 crores. 

Of the 133 companies limited by shares 79 
companies would be engaged in 'l^rooessing Sc 
Manufacture 34 in ‘^Commerce (Trade and 
Finance)" and the remaining 20 in misoeflime- 
ous activities. Eight of these companies werc 
large-sized ones having an authorised capital of 
K$ 50 lakhs and over. 

Of the new floatations of the month, 8 were in 
existence as firms prior to their incoipomtion 
as limited companies under the Compatiies 
Act, 1956. 

As regards the form of mauagement, 32 com¬ 
panies opted to be managed by xnanatog 
directors and 59 by board of directors. Ibe 
remaining 42 companies did not propose any 
form of management at the time of their inct^- 
poiatiofL 

New RigiRfntkms in November 190 : 
During November. 1969, 126 , Oombeijlm 
wm floaied. two ot t&»n 
by kuaraiitee and were limited by ahaies 
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awhold 

range 

of catalysts 

key 
to the 
fertilizer 
Industry 

True to its objective of self-sufficiency through 
self reiience the P&D Division of FCf hes 
developed without any foreign collaboration or 
assistance, a whole range of Catalysts so vital 
for production of fertilizers, predominantly from 
indigenous material. 

Tnt> PErD Division of PCI is one of the few in the 
world possessing this prized know-how. P&D 
range of catalysts are in commercial operation in 
several fertilizer plants through out the country. 
In the face of keen international competition, the 
P&D Division has recently been awarded a 
contract for the export of a wide range of 
Catalysts to a European country. Currently, the 
Barauni and Namrup Fertilizer Plants are being 
designed to utilise P&D‘s range of Catalysts. 

Apart from saving of foreign exchange, P&D's 
range of catalysts also minimise production loss 
because replacement is easier and faster. P&D 
Catalysts have already saved Rs. 190 lakhs of 
foreign exchange in addition to savings effected 
for purchase of know-how for use of these 


Catalysts. 

self-reliance in 
fertilizer 
technology 

THE PLANNING & DEVELOPMENT DIVISION 

GIFT Buildings, P.O. Sindri, Diet. Dhanbad, Bihar. 

Tele; B541/4 (Jharia), Grams: 'PUNOEV' Sindri. 

ORATION OP INDIA LIMITED 


pud 
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THE eWUIOR HAYDN SHE HFG. (Pt)m, LTD. 

(Pulp Division) 

Birlakootam—Mavoor—Kozhikode 


saves 


enormous foreign exchange for National Development 



manufacturing Rayon-graKie Dissolving Pulp out of 
bamboo eucalyptus and wood 


Gram : 'WOODPULP*. Calicut. 


Phona: 3971-74 


Mg. Agents : Birla (Gwalior) Pte. Ltd. Calcutta 
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consisUng of iivc public limited compa¬ 
nies and private limited companies having 
aistboiwd capital of Rs 1 63 croies and Ks 
10r26 croies, rospecthwly. 

licences LETTERS OF INTENT 

The following licences and letters of intent 
were i^iied under the Industries (Develop¬ 
ment and Regulation) Act 1951 during the 
period October 26to November 29,1969. The 
list contains the names and addresses of the 
licensees^ articles of manufacture, types of 
licences — New Undertaking (NU); New 
Article (NA); Substantial Expansion (SE); 
Carry on Business (COB): Shifting and 
annual installed capacity. 

(DURING THE FORTNIGHT ENDED 
NOVEHBER 8. 1989) 

Licences Issued 

Commerda), Office & House Hold Equipment 

M/s Kirloskar Brothers Ltd., Udyog Bhavan, 
Tilak Road, Poona-2,, Sealed Compressors— 
Change of location from Kirloskarvadi (Distt: 
Sangli, Maharashtra) to Karad (Distt: Satara) 
Maharashtra. 

Fertilisers 

The Chairman & Manning Director, Fer¬ 
tiliser Corporation of India Ltd, New Delhi, 
Urea 3,30,000 tonnes p.a. (NU). 

Leather, Leathm Goods Sl Piokers 

M/s Tamil Nadu Tanneries, Davidson 
Street, Madras-l., tanned sheep & goat 
skins-— 8 lakhs & Ten thousand. Nos. p.a. for 
the three units. (COB) M/s Madurai Dindigul 
Skins Syndicate, 9, Davidson Street, Madras-J, 
tanned goat & sheep, skins —COB. (4 lakhs, 
forty two thousand nos.) M/s East India 
Tanning Corporation, 9, Davidson Street, 
Madras-!., tanned sheep &. goat skins. COB 
(16 lakhs 90 thousand) pieces p.a. for tannery 
*A* and tannery *B*. 

Metalliirgioal Industries (Ferrous) 

M/s Graham Firth Steel Products (India) 
Ltd., 16. Horniman Circle, Fort, Bombay-l., 
cold rolidd steel strips— 7,200 tonnes p.a. 
(SE) 

Chemicals (Other than Fertilisers) 

M/s Asoka Mills Ltd, Naroda Road. Ah- 
m^bad-2., heavy duty PVC sacks, (10 million 
p.a.)carrier PVC bags, ,(35million p.a.)P.V.C. 
laminated jute bags. (3 million p.a.), Non-toxic 
rigid PVC film, (P625 tonnes p.a. (NA) M/s 
Rajesh Trading Corporation, 296, Samual 
Street, Bombay-3., heavy duty sacks from H.D. 
polyethylene — 5-5 million sacks p.a. (NU). 

Druse Sl Pharmaceuticals 

M/s Chowgule & Co. (Hind) Pvt. Ltd., 
India House, Opp: G.P.O. Fort, Street, Bom¬ 
bay. gamma globulin etc. ,i.e. TABC vaccine 
—300,000 doses, Cholera vaccine — 300,000 
doses- TABC-CH vaccine — 400,000 doses. 
Gamma Globulin, 25 kgs. (NA). 

CHangu in Names 

(lafomiatlon fiertalns to particular licences only) 

M/s Alta Laboratories Ltd to^M/s Alta 
Labohitories Pvt Ltd, 

M/s Sarabhai Merk Ltd to M/s Sarabhai M. 
Chemicals Ltd. 

M/s National Air Products to M/s Nation- 
ale Air Products Ltd. 

Delton CaW© Company to DcUon Cable 
Industries Private Ltd. 

tlcancas Ravokad/Surrandarad 
anfoniwtioii pactalna to particular Hoenoes only) 

M/s Camphor & Allied Products Ltd, P.O. 
Clutterbuckgani, Biiailiy, (UP)—'formic acid. 
M/s Bilasfmr Spinning Mills ^.Indust^ Ud, 
5, ^nagogue Street, P.B. No, 2ld6,.c:alctitta-L 
—pottpn ygm. M/s Dcy*s Medical Stores 
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(Manufacturing) Pvt lid, 6/D, Lindsay street, 
Calcutta-16^—Beserol tablets. M/s Jaipur 
Metals & Electricals Ltd, Near Railway Sta¬ 
tion, Jaipur-6—Polyvinyl© Fwmal & Polyure¬ 
thane Enamels. 

(DURING THE FORTNIGHT ENDEl^ 
NOVEHBER 22, 1989) 

Licences Ittuad 
Metallurgical Industries (Feritias) 

M/s Indian Oil Corp. Ltd, (Marketing Div.), 
254-C, Dr Annie Besant Road, Prabhadevi, 
Bomlwy-25. (Tamil Nadulh-24-G Bitumen 
Drums. (5,00,000) nos. p.a. 18-G Lube& Other 
speciality Barris. (10.00.000) nos. p.a.(SE). 

Telecommunications 

M/s Semi Conductor Ltd, Radia House, 6, 
Rampart P..OW, Fort, Bombay-1, ( Maharashtra) 
—Thermistor Varistors, 2 millions. (SE); M/s 
Murphy India Ltd, Dr Shirodkar Road, Off. 
Hospital Avenue, Parcl, Bombay-12, DD. 
(Maharashtra)—Radio Receivers -7,00,000 nos. 
p.a. (SE), 

Chemloals (other than Kertilleers) 

M/s Alta Laboratories Ud, Vissonji Park, 
Naigaum Cross Road, Dadar, Bombay-14. 
(DD). (Maharashtra)—2:4 Dichlorephenoxy 
Acetic Acid (NA) Salt Esters & Amine. (1000 
tonnes p.a,) (NA). 

Dye-Stuffs 

M/s Colour-Chem Ltd, Fort House, 221, 
Dadabhoy Naoroji Road, P.B. No. 1640, 
Bombay-1. (Mahurashtra)—Rcsolin Blue GBL 
Paste — 86 tons p.a.; BLUE FBL Paste— 
—10 tons p.a.; Resolin Rod FB Paste—5 
tons p.a.; Resolin Blue Green Paste—2 tons 
p.a. (Total—109 tonnes p.a.) (NA). 

Textiles (Including those Dyed, printed or other¬ 
wise processed) 

M/s Amansi Textile Mills Ltd. Mahmooda- 
bad Estate Bldg., P.B. 176, Hazratganj, Luck¬ 
now (UP> -Spindles—13,474 for the manufac¬ 
ture of Cotton Yarn (SE). 

Lottors of Intone 

M/s Kamani Metals & Alloys Ltd, Kamani 
Ciiambers. Nicol Road, Ballard Estate, Bom¬ 
bay-'I (Mysore)—Cold Rolled Steel Strips— 
8000 tonnes p.a. (NU); M/s Anil Steel Sl Indus¬ 
tries Ltd, Near OTC, A/3/C Bari Park, Jaipur. 
(Jaipur) (Rajasthan)— High Carbon & Alloy 
Steel Strips--36,000 tonnes p.a. (NA). 

Transportation 

M/s Godrei & Boyce Mfg. Co. Pvt Ltd, 
Lai Baug, Parol, Bombay-12. (Maharashtra)— 
3-tonne electric Fork Lift truclw—(100 nos.) 
within the overall licensed capacity of 475 nos. 
p.a. (SE). 

Sugar 

M/s Sangamner Bhag Sahakari Sakhar K.ar- 
khana Ltd, Sangamner. Ahmcdnagar. Mahara¬ 
shtra. (Maharashtra) -Sugar-Cane Crushing 
capacity of 1250 tonnes cane per day. (SE). 

Licences Revoked/Surrendered 
(Information pertains to particular licences only) 

M/s Dodsal Pvt. Ltd, Mafatlal House, Back- 
bay Reclamation, P.B. No. 10102, Bombay-1— 
Pipe Specials; M/s N. K.. Kerr & Co., 8/2, 
Kiron Sankar Roy Road. C:alcutla-1—Cotton 
yarn; M/s Jivanlal Sons & Rathnam, ‘Naran- 
jan\ 6th Floor. 99, Marine Drive, Bombay-2 - 
Soya Vegetable Milk; M/s Delhi Cloth & Gene¬ 
ral Mills Ltd, Bam Hindu Rao. Delhi-6-^-PVC 
Products; M/s Mithila Iron & Steel Co. Ltd, 
29, Strand Road, Calcutta—Bars, Rods, in¬ 
cluding wire rods. 

(DURING THE WEEK ENDED 
NOVEMBER 29* 1989) 

Licencus IftEed 
Chemloals (other Hum Fertlliaera) 

M/s $uhri4 <itigy Wadi Wadi* Baroda. 


—Plhahc Anhydridc^-3,000 tonnes p.a. (SE). 

Textiles (hiotiidhig those Dyed, Printed of other¬ 
wise processed) 

M/s R. B. Ban.u)ai, Abircliand Spinning Sl 
Weaving MilL P. B, No: 6, Hinganghal (Maha¬ 
rashtra)--Cotton Yarn Sc Cloth, (20,688 spindl¬ 
es, 616 douMafs, 398 tooms) (COB). 

Sugar 

Shri G- A Sarnobat, Cliairman, Sliri Deuta 
Sahakari Oalwa Khandsari Sakhar Utpadak 
Sanstha Ltd, Asurle. Tehsil Pankala, Kolhapur. 
(Maliarashtral-Sugar-Crushing Capacity 400 
tonnes per day (NU). By shilling Machinery 
held by M 's Bhavnagjir Sugar Mil is Ltd, 
Dhola - -Bhavnagat. Gujarat, 

Lotcort of Intent 
Metallurgical Industries (Ferrous) 

M/s Gupta Industries, 3781, Guti Lohewali, 
Cimwri Ba/ar, DcIhi-6-high carbon steel 
strips. (3,0(X) tonnes p.a-) (NU); M/s Easten- 
Saws Pvt Ltd, 21, Industrial Esfaic. Birla- 
nagar, Gwalior-4. ^JP)—cold rolled high car¬ 
bon Sc alloy steel strips—(4,800 tonnes p.a. 
(NU): M/s Metro Wood Sc Engg. Works Pvt ) 
Ltd, Ashram Road. Navrangpiira, Ahmedabad. 
9. (Gujarat)—cold rolled strips, (only for tin¬ 
ning and further processing of strips) -(2,000 
tonnes p.a.) (NU); M/s Special Steels Ltd, 
Dattapara Road, Borvilj, (Bast), Bombay-66. 
(Maharashtra)—cold rolled tapes & strips-- 
6.000 tonnes p.a.;C.R. spring steel strips Sl 
flats—4,000 tonnes p.a., (NA); M/s Shalimar 
Steel & Saws Ltd, 25, Oanesh Chandra Avenue, 
C^alcutia-13. (Riijasthan)- hardened & temper¬ 
ed steel strips, (hardening Sc tempering only) 
3,600 tonnes p.a. (NU): Shri S. C. Paul, Indus¬ 
trialist, 6-B, Bondal Road. Calcutta-)9. (West 
Bengal)-—cold rolled steel strips. (3,240 tonnes 
p.a.) (NU). 

Industrial Machlner}* 

M/s Needle Roller Bearing Co Ltd, B-16, 
Road No. 2, Maharashtra Industrial Develop¬ 
ment Corporation, Tliana (Maharash(ra>-Ka) 
Needle Roller Assemblies in the form of 
Needle Roller Bushes—20,00,000 nos. p.a. 
(b) Loose Needle Rollers—20,00,00,000 nos.) 
or 20.00,000 nos. loose Assemblies p.a. (SE). 

M/s New Standard Engineering Co Ltd, 
NSE Estate, Goregaon East, BomDay-63. NA- 
(Maharashtra)—Moulding Machines, Sand 
Slingers, Mix Mullers, Multi Mulls, Sand pre¬ 
paration equipment (NA). 

Chemicals 

M/s C.D.C. Chemicals, 6, Middleton Street, 
Calcutta-16. (West Bengal)—Nitro Cellulose— 
1,000 tonnes p.a. (NU). 

Drugs Sc Pharmaoeuticals 

M/s Cynamide India Ltd, Dr Annie Besant 
Road. P.O. Box 6577, Worli, Bombay-18. 
(Maharashtra)—Myambutol Ethambutol Hy¬ 
drochloride Tablets—25,00,000 tablets p.a. 
(NA) 

Food Processing Industry 

M/s Food Speciality Ltd, 3, Baliadur Shah 
Zafar Marg, New Delhi-1 - Enriched Cubes— 
500 tonnes p.a. (NA). 

Licencas Rayokudi/EurraiKlarad 
(Information pertains to particular lircnces only) 

M/s Sarabal Chemicals, P.B. No, 31, Wadi 
Wadi. Baroda—Mychlor Tablets and Oint¬ 
ments; M/,s Bbavnagar Sugar Mills Ltd, Dhola 
Jn. Cwarat State. —Sugar; M/s Malikcshwari 
Textiles (P)Lt(L Palace Pglayakottai, Coimba¬ 
tore Distt, (Tamil Nadu)-"-4rotton Yam; M/s 
Jaipur Metals Sc Electricals Ltd, Kamani 
Chambers, Nicol Road. Ballard Estate*, Bom¬ 
bay-Synthetic Sapphire and other Jewel 
Barings for Meters, Instrument Sc Watches, 
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RECORDS AND STATISTICS 


The Goveknment of India on 
February 18 issued a new industrial 
licensing policy under which industrial 
undertaKings with investments below 
Rs J crore have been dclicenscd. Li¬ 
cences for undertakings belonging to 
larger industrial houses or branches 
or subsidiaries of foreign companies 
will however be issued on certain spe¬ 
cific' considerations- The policy en¬ 
visages the public sector to enter the 
field of consumer goods industries. 
The text of the industrial licensing po¬ 
licy is given below. 


In rw'ent months the government has been 
carefully examining the chants necessary in 
its policies relating tO’ industrirl development, 
in the light of the recommendations of the 
Administrative Reforms Commission, the In¬ 
dustrial Licensing Policy Inquiry Committee 
and of the Planning Commission. It has been 
decided to make certain changes in (a) Indust' 
rial Licensing Policy; (b) the policy in regard 
to assistance from public financial institutions; 
and (c) (he pol ecs abating to the growth of the 
public sector. 

The govcrnnicnt has accepted the recommen¬ 
dation of the Industrial Licensing Policy In¬ 
quiry Committee that there should be a list of 
core industries consisting of basic^ critical and 
strategic industries in the economy. Detailed 
industry plans will be prepared for these indust¬ 
ries and essential inputs made available on a 
priority basis. Care will be taken to msuvetliat 
an ad^uatc proportion of foreign exchange is 
kept apart for non-core industries also. A 
list of core industries has been drawn up by the 
Planning Commission in consultation with the 
economic ministries in the light of the produc¬ 
tion gaps that have to be closed in the course of 
the fourth Pan. The list is attached at Anne- 
xurc T. Such of the industries in the ‘core’ 
list as are included in Schedule A of the In¬ 
dustrial Policy Resolution, 1956 (as amended 
from time to time) will continue to be reserved 
for the public sector. In addition to the core 
sector all new investment propositions of over 
Rs 5 crores shall be deemed to be in the 
“heavy investment" sector. Except for indust¬ 
ries reserved for the public sector under the 
industrial Policy Resolution. 1956, as amended 
from time to lime, undertakings belonging 
to the larjger industrial houses, as defined in the 
report of the Industrial Licensing Policy In¬ 
quiry Committee together with foreign con¬ 
cerns and subsidiaries or branches of foreign 
companies, would be expected, along with other 
appheants to participate in and contribute to 
the establishment of industries in the core and 
heavy investment sectors leaving the opportu¬ 
nities in the remaining sectors prinmriiv to otlier 
classes of entrepreneurs. The joint sector con¬ 
cept, suggested in the ILPIC report has been 
accepted in principle. It will he government's 
endeavour to apply the concept in the case of 
major projects taken up by private enterprise 
groups in the two sectors rcferied to above 
as mav be appropriate. In tltc middle sector, 
involving investments ranging from Rs J crore 
to Rs 5 crores, licence applications of parties 
other than undertakings belonging to the 
larger industrial bouses shall be given special 
consideration and shall be issued liberally, 
except where foreign exchange implications 
necessitate careful scrutiny. Licence applica¬ 


EASTERN ECONOMIST 


tions from undertakings belonging to or con 
trolled by larger industrial groups and foreign- 
branches subsidiaries shall be considered for 
normal expansion, where mdtk expansion is 
necessary to develop to a minimum economic 
level which would ensure greater cost efficien¬ 
cy. The provisions of the Monopolies and 
Restrictive Trade Practices Act will be taken 
into account. 

Government Jias accepted the criteria for the 
cL ssification of firms, brlonging to largef in¬ 
dustrial houses, as evolved ny the Industrial 
Licensing Policy Inquiry Committee and stated 
in Para 2, 16 of its report. It is, however, 
recognised that changes are bound to take place 
from time time, in cussifications of this type. 
For example, when the managing agency sys¬ 
tem ceases to be in force asfrom Aprils, 1970, 
the list of companies and concerns owned or 
controlled by the larger industrial houses 
may possibly require some modifications. 
The Eiepartment of Company Afiairs will be 
the agency for making such modifications and 
changes and for keeping the list authoritative 
and up-to-date. Those individual companies or 
undertakings who consider that their inclusion 
in the list of the 20 larger industrial houses is 
incorrect, may represent to the Department of 
Company Affairs who will constitute the ad¬ 
ministrative authority to determine and pro¬ 
nounce on the issue. Similarly, a suitable pro¬ 
cedure will be adopted for making additions to 
the list in thj light of the criteria adopted by 
government. 

The existing policy of reservation for the 
small-scale sector, (involving investments in 
machinery and equipment up to Rs 7 - 5 lakhs) 
will be continued and the area of such reserva¬ 
tion will he extended, wherever production in 
this sector can be expected to grow to adequate- 
Iv meet demand. The first list of industries to 
which the reservation will be extended has been 
prepared by the Planning Commission in con¬ 
sultation with the Ministiy of Industrial De¬ 
velopment, Reservation will be extended to the 
industries in this list which is in Annexure II. 

In respect of agro-industries, particularly 
undertakings processing sugarcane, jute and 
other agricultural commodities, preference will 
be given in licensing to applicants from the co¬ 
operative sector. 

The exemption limit firom licensing provisions 
including licensing of new undertakings and 
substantial expansion of existing units will be 
raised from Rs 25 lakhs to Rs 1 crore (by way 
of fixed assets in land, buildings and machinery) 
in the cases of undertakings or categories of 
undertakings w'hich have existing assets of less 
than Rs 5 crores and which (i) do not belong to 
the larger industrial houses, as classifieti by the 
Industrial Licensing Policy Inquiiy Committee; 
(ii) do not require more than Rs 10 lakhs or 
more than 10 per cent by way of foreign ex¬ 
change for import of machinery and equipment, 
whichever is less and do not also require meign 
exchange, except marginally, for import of raw 
materials, components and the like, and (fii) 
are not included in the category of ’dominant 
undertakings* as defin^in the Monthlies Act. 
There will be no coiflmitinent on the part of 
government to provide foreign exchange for 
maintenance and raw maierlal imports for uniu 
which benefit from the exemption from 
licensing. 

With the exemption limit for licensing being 
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raised to Rs 1 crore, and in view of the other 
polk^ ofejeedves spimfet to be achieved, the 
cxistmc exMimdon of a number of iaduslriea 
firom iioensins lequiremeiits will be wltbmawti, 
AppIloMits mo wish to set up industrial u*iiu 
in industrimwhidiwmdelkensedsoilar, will 
henceforth have to apply fora liomoe in accor¬ 
dance with the new pot%. 

Government has recognised the need for an 
adequate orientadem of Jioeiisins i^ky in 
order to step up the export efikvt. Guidelines 
in this regain will be pmpated by die Ministiy 
of Industrial Development in consultation with 
the Ministry of Foreign Trade and will be 
announced thereafter. 

Necessary instructions and notificadons will 
be issued by the Ministry of Industrial De¬ 
velopment to give effect to thme decisions. A 
set of guidelines will be issued to the Licensing 
Committee to keep in mind these drcislons and 
other related objectives of industrial develop¬ 
ment, in dealing with new applications for 
licences. 

With the acceptance of the joint-sector con¬ 
cept in principle, it will be ensured in future 
that there is a greater degree of participation in 
management, particularly at policy levels, In 
die case of major projects involving substantial 
assistance from public financial institudons. 
Public financial institudons will also, as part of 
their financial assistance airaagements, exer¬ 
cise option for converting loans given and de¬ 
bentures issued in future, either wholly or part¬ 
ly. into equity within a specified period of time. 
As for loans and debentures givm in the past, 
the financial institutions concomed would have 
discretion to negotiate conversion in cases of 
default. The Department of Banking will be 
issuing necessary instructions in this regard. 

Alongside the measures taken to reduce the 
concentration of economic power, the scope 
of the public sector is proposixl to be substan¬ 
tially expanded, beyond the fields included in 
the Industrial Policy Resolution of 1956. Va¬ 
rious p^uction ministries will examine the 
possibility of taking up short gestation projects 
yielding quick returns so as to cover, to the 
extent feasible, major production gaps likely to 
develop in various industrial sectors in the next 
few years. In order to meet the resources re¬ 
quirements for an expanded public sector pro¬ 
gramme, it has been decided in principle that 
the public financial institutions should be 
authorised to consider applications for financial 
assistance for projects to be set up in the 

f tublic sector on the same terms as applications 
rom private parties. The DepaHment of 
Banking would issue necessary instructions in 
(his regal d after detailed examination. 


Annexure 7’ 

LIST OF ’CORE’ INDUSTRIES 


1. Affrifuhural inputs: 

(a) Fertilisers 
(i) Nitrogenous 
(if) Phosphatic 

(b) Pesticides (basic chemicals only) 

(c) Tractors and power illHnx 

(d) Rock-Phosphate and pyrites 

2. Iron St Sieei: 

(a) ItOA ore 

(b) 1!% bon and steel 

(c) Alloy and special steds 

3. MxwArim 


New Industrial Licensing Policy 



EASTERN ECONK3MIST 


327 


February 27, 1970 


4. Petroleum', 

(a) Oil exploration and production 

(b) f^atroloum reAning 

(c) Select^ petrochemicals 

(i) Integrated petrochemicals complexes 

(ii) D.M.T. 

fiii) C?aprolactum 
(iv) AciyJonitrilc 
(V) Svnthetic rubber 

5. Cokiti$ coal 

6. Mea-y industrialmathincry (lo be specified) 

7. Ship-building and dredgers 

8. Newsprint 

9. ElectronUs\ Selected components, testing 
and control equipment, wireless and micro¬ 
wave equipment. 

Amie.yure 'IT 

list of industries which are pro¬ 
posed TO BE ADDED TO THE LIST OF 
INDUSTRIES RESERVED EXCLUSIVELY 
FOR DEVELOPMENT IN THE SMALL 
SCALE SECTOR, 

L Steel furniture 

2. Cycle tyres and tubes 

Mccimnical toys 

4. Aluminium utensils 

5. Fountain pens and bail-point pens 

6. Electric horns 

7. Hydraulic jacks below 30 tonnes capacity; 
and 


8. Tooth paste 

Two notifications were issued on February 
19, by the Ministry of Industrial Development, 
Internal Trade and Company Affairs, giving 
effect to decisions taken by government regard¬ 
ing modifications in its industrial licx;n.sing 
policy. The notifications relate to (i) reliccns- 
ing of industries which had been in the de- 
licensed list earlier and (ii) notifying the terms 
and conditions under which industrial under¬ 
takings would be exempted from licensing up to 
a limit of Rsd (one I crorc by way of fixed assets 
in land, machinery and buildings and also 
specifying the areas reserved for the small-scale 
sector The texts of the notifications follow: 

Department of Industrial Devfi.opmfnt 


Notification I 

S.O./IDRA/29B/70/2—In exercise of the 
powers conferred by sub-section (1) and (2) 
of section 29B of the Industries (Development 
and Regulation) Act* 1951 (65 of Wl L ih^ 
central go’.^mem hereby cancels the Notifi¬ 
cations of the Government of India in the late 
Ministry of Industry No. S.O. (467/lDRA/ 
29B/66* dated the 13th May, 1966: S.O. 2214/ 
IDRA/29B/66, dated the 20th July* 1966; No. 
S.O. 3793AnRA/29B/66 dated the 13th Decern- 
^ 1966; and NO. S.O. 623,lDRA/29B/e7/2 
dated the 17th February, 1967 and the Notifica¬ 
tion of the Government of India .n the late 
Ministiy of Industrial Development and Com- 

C y Affairs, (Department of Industrial l^ve- 
neht) No. S.O. 574/IDRA/29B/W, 
the 7th February* 1968; No. S.O. 2175/rpRA/ 
29B/68, dated the Uth June. 1968 ai^ No. 
S.O. 3339/IDRA‘29B/68, dated the Itth Sep¬ 
tember. 1968 regarding grant of exemption from 
sections 10*11, 11A and 13 of the said Act to 
the Induidrihl undertakings engaged m the 


Industries mentioned therein and specifies a 
jKTiod of three months from tl\e date of publica¬ 
tion of this notification as the period after the 
expiry of which no o\\ncr of any industrial 
undertaking engaged in such industries shall 
carry on the business of the undertaking except 
under and in accordance with the licence issu^ 
in this behalf by the central government, ana 
in the case of a stale government, except under 
and in accwdance w'ith the previous permis¬ 
sion of the central government. 

(No. 13(11)/Lic. Pol./69> 

.SV/'- 

K. VENKATARAMAN 

Deputy Secretary to the Government of India 

Notif kwion 11 

S.O. IDRA/29B/70/I : In exercise of the 
powers conferred by sub-section (I) of section 
29B of the Industries (Development and Regu¬ 
lation) Act, 1951 (65 ol 1951) and in super¬ 
session of the notification of the Government of 
India in tlie late Mtnistrvoi Industry, No. S.O. 
187/!DRA/29B^2'64 dated the 13th January 
1964, tile central government hereby exempts 
from the operation of sections 10, 11, 11-A and 
13 of the said Act and the rules made there¬ 
under, 

(J) ail industrial undertakings which have or 
propose to have fixed assets in plant and 
machinery not exceeding Rs 7 5 lacs; provid¬ 
ed that no such industrial undertaking shall 
eligible for exemption: 

(/) if it belongs to or is controlled by any 
Larger Industrial House as classified by the 
Industrial Licensing Policy Inquiry Committee 
in the list at Appendix Il-A(l) of its report 
with such amendments to this list as may be 
made by government from time to lime; or 

(//) if it is a foreign company or a branch or 
subsidiary of a foreign company; or 

(iVi) if it falls under the category of 'dominant 
undertakings* as defined in section 2(d) of the 
Monopolies and Restrictive Trade Practices 
Act, 1969 (54 of 1969); or 

(iv) if it relates to any of tlic industries listed 
in Schedule I annexed hereto; 

(2) All Industrial undertakings, other than 
the industrial undertakings referred to in para 
0) above, which have or propose to have fixed 
assets in land* buildings, plant and machinery 
not exceeding Rs I crorc, provided that no 
such industrial undertaking shall be eligible for 
exemption *— 

(/) if it belongs to or is controlled by any 
Larger Industrial House as classified by the 
Industrial Licensing Policy Inquiry Committee 
in the list at Appendix II-A(I) of its report 
with such amendments to this list as may be 
made by government fiom time to lime; or 

(ii) if it is a foreign ctimpany or a branch or 
subsidiary of a foreign company; or 

(Hi) if it falls under the category of “domi¬ 
nant iinderlakinjfs*’ as defined in Section 2(d) 
of the Monopolies and Restrictive Trade Prac¬ 
tices Act, 1969 (54 of 1969); or 

(iv) if it relates to any of the industries listed 
in Schedule I annexed hereto; or 

(v) if it requires more than the equivalent of 
R.S 10 lakhs or more than 10% of the value of 
the increase in fixed assets in land, buildings and 
machinery by way of foreign exchange for im¬ 
port of machinery and cqui^pnwnt, whichever is 
less or may ordinarily rt^utre foreign exchange 
for import of raw materials* components and 
the like; or 

(vf) if it relates to any of the indastries lits- 


ed in Schedule II annexed hereto; or 

(viV) if it relates to certain basic, strategic 
and critical industries listed in Schedule III 
annexed liercto. 

(R No. 13(11) Lie. Po!./69j. 

5V//- 

K. vrNKATARAMAN 

I.>cput> Secretary to the Cio\‘crnmeni of India 

Sc/icdu/e / 

(1) Coal falling under *< I) Coal, Lignite, Coke 
and their derivati\es* under the heading **2 
Fuels’*. 

(2) Textiles, falling under the heading '23. 
Textiles (including those dyed, printed or other- 
wi.se processed)* manufactured, piodueed tn 
processed on power loo ms; 

M) Rollci flour milling falling under '(4) 
Flour’ under the heading '27 Food Processing 
lnduslric.s*; 

<4) (a) Oil seed crushing, falling under '(1) 
Vegetable oils, including sidvent extracted oils' 
and (b) Vanaspathi falling under *(2) Vanas- 
under the heading '28. Vegetable Oils 
and Vanast>aihi'’ 

(5) Leather falling under the lieading ',31. 
Leather, Leather Goods And Pickers); and 

(6) Matclics falling under '(3) Matches' 
under the heading ‘36. Timber Products'. 

Schedule It 

1. Absorbent C'otion. 

2. Automobile Radiators (except for expan¬ 
sion on merits). 

3. Barbed 3Vire. 

4. Beam Scale. 

5. Bichromates (except for exports). 

6. Bolts and Nuts (except High Tensile and 
other st^ecial type). 

7. Conduit Pipes - Metallic. 

8. Dome.siic Electric Appliances and Accesso- 


THE ECONOHIST INTELLIGENCE 
UNIT, LONDON 

RETAIl. BUSINESS ON MARKETING 

Over the last three years or so, many interest¬ 
ing and stimulating reports on marketing techni¬ 
ques and functions have apppeared in the EIU’s 
monthly publication RETAIL BUSINESS. 

This special is an ‘anthology' containing nine 
of these reports providing an insight into 
current thinking and individual interpretations 
of some of the aspects of marketing theory* 
and analysis of recent trends and applications. 

Some financial aspects of marketing decisions 
arc examinedin the first report and the measure¬ 
ment and control of administrative labour 
forms the basis of th« second. Motivational 
research and market research in the UK are 
the .subjects of the next two reports and these 
are follow'cd by an examination of test market¬ 
ing. The theory of promotions in fast moving 
consumer goods markets is di,scusscd in the, 
sixth chapter and subsequent reports dificuss 
dealer incentives, premium offers and the theory 
of new product introduction. 

The publication would be of particular inte¬ 
rest to leading advertising agents and major 
producers of consumer goods. 

Single copy 80 Shillings. Airmail postage 
5 s extra. It can be ordered again.vt Rupee 
payment for Rs. 76 90 i ncltiding airmai 1 pr^tage 
and at the sp^ial rate of Rs. 58 80 for existing 
QER subscribers. (Please send Cheque in fa¬ 
vour of J, A. Shah with order). 

Jv A. Shah, Exclusive Representative in India 
67 Marine Drive, Bombay. 20. Telephone 
291283. 
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rics 'iuch as electric iron, roa&ters, heaters, 
washing machines etc. other than vacuum clean¬ 
ers, industrial washing and dry-cl£hnjng machin¬ 
es etc. 

9. Dyes-‘-(/) Azo Dyes (Directs and Acids); 
and (//) Basic Dyes. 

10. (a) Electrical Wiring Accessonc.s; (p) 
Electrical Light fittings (such as chokes, starters, 
reflectors etc.), 

11. Expanded Meial. 

12. Fireworks. 

13. Formulated Perfumery Compounds. 

14. Full P.V.C. Footwear (Chappals. Sandals 
and Shoes), except for export by predominantly 
export-oriented units. 

15. Glass Holloware by semi-automatic pro¬ 
cess 

16. Gun Metal Bushes. 

17. Hand Numbering Machines. 

18. Hand Stapling Machines. 

19. Hurricane Lantern.s 

20. Hypodermic Needles. 

21. Insecticide Dusters and Spruyersf Manual) 

22. Laundry Soap. 

23. Leather Footwear (except for expansion 
of the existing units for exports and new units 
for exports). 

24. Machine Screws (except for Socket Head 
and Special Types). 

25. Machine Shop Vices. 

26. Metal Clad Switches up tt> 30 Amps. 

27. Miniature Bulbs : ia) Miniature Vacuum 
Bulbs; (/>) Torch Bulbs; (c) Radio Panel Bulbs; 
(cl) Cycle Dynamo Bulbs; and (e) Decoration 
Bulbs. 

28. Paints and Varnishes -Dry Distempers, 
Red Lead. Red Oxide, Aluminium Paints, 
Bitumen Paints, to IS Specifleation, Wagon 
Blocks, Graphite Paints, all Paste Paints. 

29. Palm Rose Oil. 

30. Paper Conversion Products, 

(/) Bottle Caps, Buttons, Lamp-.shade, etc. 
produced by the compression moulding techni¬ 
que. 

(//) Plastic articles manufactured from plas¬ 
tic sheets, rods or lubes by the fabrication tech- 
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nique excluding the technique of vacuum form¬ 
ing. 

(Ui) Polythelene Films (Films with a thick¬ 
ness of less than 0*10 mm) and products from 
the Film such as Bags etc. (excluding heavy duty 
Bags and Multi-coloured printed film and 
Bags). 

(iV) Blow-moulded Containers and other 
similar products manufactured by the blow 
moulding technique (except for captive use, 
PVC Containers and change over by existing 
units manufacturing metal Containers to plas¬ 
tic Containers). 

(v) Spectacle frames from sheets by fabrica¬ 
tion technique or by injection moulding. 

(»/) Manufacture of polyester slieets for 
buttons and the processing of the sheets so 
produced to manufacture buttons. 

34. Rivets of all types (including bifurcated) 

35. Rolling Shutters. 

36. Roofing, Floorinp and Glazed Tiles (ex¬ 
cept plastic and ceramic tiles of sizes 4” x 4” 
and above). 

.37. Safety Matches. 

38. Steel Wool. 

39. Student's MitTOscopes. 

40. Surgical Gloves (except plastic). 

41. Telescopic aerials (for Radio Receivers). 

42. Thermometers (upto 150 C). 

43. Water Meters. 

44. Welded Wire Mesh (except for expansion 
of existing units). 

45. Wire Brushes and Fibre Brushes. 

46. Wire Products—all wire products such 
as wire nails, hob nails, panel pins, horse 
«hoe nails. 

47- Wood Screw'S. 

48. Steel furniture. 

49. Cycle tyres and tubes. 

50. Mechanical toys. 

51. Aluminium utcasils. 

52. Fountain pens and ball-point pens. 

53. Electric horns. 

54. Hydraulic jacks below 30 tonnes capa¬ 
city; and 

55. Tooth paste 


Railway Budget: 1970-71 


ParSKNiiNO thl Railv\ay Budget for 
1970-71 to the Lok Sabha today, the Minister 
of Railways, Mr Gulzari Lai Nanda, proposed 
rationalisation of the freight and fare .struc¬ 
ture, with marginal inci*cases in freight rates 
and passenger fares. Broadly, there will be an 
increase of two j^er cent to seven per cent on 
commodities in the existing *A* scales (by and 
large most of the bulky low-value iratlic moves 
on the *A’ scales). To balance the charges 
with the cost, the increases arc somewhat higher 
for longer disiatices than for the shorter. For 
commodities in the existing ‘B' scales (high- 
value trallic moves on ‘B’ scales), increases pro¬ 
posed for longer distances aic significantly 
less. For shorter distances, the increase in 
'B' scales will be relatively higher but limited 
ino.stl> to 50 paisc or less per quintal. Mr 
Nantla said that these increases would form an 
insignificant proportion of the total value of the 
commodities. 

About coal, the railway minister said, that 
it would be an exception as at present and 
would be cliargcd at a special scale. The 
existing coal scale covered full cost only up to 
about a thousand kilometres. There would be 
an enhancement of rates for longer distances to 
cover costs more adequately. 

Mr Nanda said, that it was proposed to amal¬ 
gamate the *A* and *B‘ scales in a new scale and 
10 replace also the 'C' scales for ‘smalls' traffic. 
In the result, 61 classes would be reduced to 
about 30 classes. As in the present freight 
.structure, there would be a base scale and 
rates for any commodity would be a percentage 
of this base scale. 7‘hus the rate for a commo¬ 
dity in class 45 would be 45 per cent of the 


base scale. 

Mr Nanda estimated that the proposals for 
rationalisation of the freight structure would 
bring in an additional revenue of Rs 25*5 
crores in 1970-71. 

To maintain relativity between goods and 
parcel rates and to avoid undue diversion from 
goods to parcel traffic, Mr Nanda proposed ad¬ 
justments in iTarct?! rates. He mentioned that 
the cost of handling parcels traffic had shown an 
an increase. These adjustments were expected 
to bring in an extra revenue of two crores of 
rupees. 

Mr Nanda said, that passcn}»er fares had 
ceased to be on a systematic basis because of 
several ad hoc changes in recent years. The 
fares for 3rd class travel within 50 kilometres 
had been left at a particularly low level despite 
tlte fact that the provision of slow passenger 
services with frequent stops and starts was 
particularly expensive. Not only did ordinary 
passenger services take up more line capacity 
and rolling stock but also the operational costs 
on fuel and stall' were lugher. However, the 
railways could not bring 3 rd class fares for dis¬ 
tances below 50 kilometres straightaway in line 
with the pattern of fares for longer distances 
because it w'ould result in too steep an increase. 
He w'as, therefore, tjfoposing to moderate 
the increase in thesB’ fares. The proposed 
incmase in 3rd class fares (ordinary, mail 
and express) should produce an extra re¬ 
venue of Rs 8 1'4 crores. This was only 
3 *7 per cent of the present revenue from 3rd 
class travel. On the other hand, changes in 
the fares of upper classes wisre expected to 
bring in two crores of rupees or seven per cent 
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of the present revenue. In other words, the 
rate of increase on upper class fares taken as a 
whole was nearly double of 3 rd class fares. 
The increase in 3rd class fares for ordinary 
travel was minimal, being only five paise per 
ticket up to 20 kilometres and 10 paise from 
21 to 50 kilometres. 

Mr Nanda said, that most of the overcrowding 
in passenger trains occurred in the 3rd class 
non-reserved compartments of niails*and ex¬ 
presses. This was caused by short distance 
passengers and was partly due to the. 
fares for mail and express travel up to 50 
kilometres being very low, the minimum fare 
being as little as 20 paise. In ord^ to alle¬ 
viate thi.s Iteavy overcrowding and inconveni¬ 
ence 10 long-distance passenj^, it was pro¬ 
posed to charge a minimum uac of a rupee for 
travel by mail or express train and also to re¬ 
vise the specially low 3rd class fares by these 
trains up to ^ kilometres. Mr Nanda ex¬ 
pressed the hope that the House would agree 
that this much-needed relief should be given to 
long-distance 3rd class passengers. 

The Railway Minister said that fares for air- 
conditioned ^air cars were now equal to 
those of 2nd class. Considering the wide differ¬ 
ence in the level of comfort and the high cost of 
airconditioning, it was proposed to fix thp fare 
at .slightly high level but in no case would the 
increase excc^ Rs 6 over the revised 2nd class 
fares. It was also proposed that no conces¬ 
sions other than the normal children’s con¬ 
cession would be available in the air-condi¬ 
tioned chair cars. 

Mr Nanda proposed somewhat sleeper in¬ 
creases of about nine per cent in the first and 
air-conditioned classes. These would bring 
in an additional revenue of Rs 1 -70 crores. 
He also proposed increase in the fares for the 
Rajdhani Express by Rs 20 for the air-condi¬ 
tioned class and Rs 10 for the air-conditioned 
chair cars. For the Taj Express between 
Delhi and Agra, he proposed an additional 
charge of Rs 5 for the air-conditioned class, 
Rs 2 for the first class and Re 1 for the 3rd class. 

The Railway Minister proposed a modest in¬ 
crease,in the niontWy season tickets for commu¬ 
ters. Mr Nanda clarified that quarterly season 
tickets would continue to be available at 2 1/2 
times of the monthly rates, and as such by 
changing over to quarterly season ticket, the 
suburban traveller would still be paying practi¬ 
cally what he was now paying bn a monthly 
basis. For non-suburban areas also, the season 
ticket fares were being revised slightly. Addi¬ 
tional earnings from these changes were expec¬ 
ted to amount to Rs 80 lakhs. 

Mr Nanda said, that on the basis of these 
propo.sals there would be an increase of Rs 
II 25 crores from passenger traffic, Rs 2 *25 
crores from other coaching earnings which 
included the consequential increase of 5 paisc 
on platform tickets. With an increase of Rs 
25 -50 crores from goods traffic, the total would 
add up to Rs 39 croies. The net railway reve¬ 
nue would go up correspondingly. After 
meeting the dividend of Rs 167 '09 crores, there 
would be a net suipius of Ks 22*38 crores. 
This would be utilized largely for finarcing 
developmental works and partly to lefurd a 
portion of the lean taken frem general rc^c- 
nues. 

Revised Estimales for 1969-70 

Mr Nanda said, tJiat the railway administra¬ 
tion had anticipate an increase of nine million 
tonnes of revenue earning goods traffic in 1969- 
70. In spite of serious breaches due to cyclones 
in Andhra Pradesh, floods on the western rail¬ 
way and on the North-east Frontier Railway, 
the disruption of movement due to the Telen* 
gana egitation and several Bundhs end dvii 
disturbances in the country, the railways had 
by Au^t 1969, moved about 4 i miHipn 
tonnes more than in the previous year. But 
trafiic slowed down from Septemb^ and at 
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tlift end ef tliD catendaf yeer» the increase in 
orljdeiidintf tcttmeie %as only about 5 27 
mliHnne* ^ lantiary 1970; loadings were 
actually left thiminJaiUiaiy of last on 

pfoseiu it ieenm unlikely that the 

fiilwnys would tin nkore than 5 i million 
tonnes over the traffic of last year as against the 
aadciiNMed 9 million tonnes. The shortfall 
was maiffiy on traffic to and from the steel 
plants and on general floods traffic. The esti¬ 
mates of goods earnings had consequently 
besn scaled down by Rs 10 crores from the 
Budget figure of Rs fiOO crores. Mr Nanda 
xneatioiw that in judging the total rail trans¬ 
port effort, it bad to be taken into account that 
railways had moved nearly a million tonnes 
more than last year of loco coal and other rail¬ 
way material. 

Mr Nanda said, that under passenger earn¬ 
ings, the picture was somewhat brighter. As a 
result of an amendment of the Railways Act 
in June 1969, increasing the penalty for ticket¬ 
less travel, there had been a substantial in¬ 
crease in passenger earnings. It was now ex¬ 
pected that the Budget estimates of Rs 273 
crores would be exceeded by Rs 9}^ crores. 
Other coaching earninys and sundry earnings 
had also bettmd anticipations by about Rs ! I 
crores and Rs 2 carores, respectively. Earnings 
awaiting realization were now expected to be a 
crorc less than the budget of Rs 4 2 crores. 
In the result, Mr Nanda said our present esti¬ 
mate of grost traffic receipts in the current year 
was Rs 955 crores, an improvement of Rs 
3 75 crores over the budgeted figure. The 
marginal increase in receipts did not, however, 
give a true picture of the financial position for 
the current year for there had been an in¬ 
crease of Rs 17*7 crores over the amount 
budgeted for ordinary working expenses large¬ 
ly on account of repairs of damage caused by 
cyclones and floods, renewal of train lighting 
equipment, repairs to roiling stock, increase 
in coal prices from Cictober 1969, mere payment 
of compensation for goods lost or damag^ and 
increase in the coast of stores and electricity 
tariff. In the result, the net railway revenue, 
it was estimated, would be about Rs 15 erpres 
less than forecast in the budget, Taking into 
account the small reduction of Rs 58 lakhs in 
the dividend payable to the general revenues, 
the net difference on the revenue estimates was 
Rs 14*46 crores. This wiped out the nominal 
budgeted surplus of Rs 1 *91 crores and resul¬ 
ted in a revenue shortfall of Rs 12 *55 crores. 
To enable the railways to pay the dividend of 
Rs 158*43 crores to the general revenues, 
there was thus tmd to And this amount of Rs 
12'55 crorc^. the amount available to the 
revenue reserve fund for this purpose being only 
Rs 2'84 crores, tne railways had to take a loan 
of Rs 9 *85 crores from the general revenues to 
meet the dividend Utility. Thas for the 
fourth year in succession net railway revenues 
had failed to produce the full amount as divi¬ 
dend to the general revenues. 

Foiiith Flail Outlay 

The Railway Minister said, that during the 
foorffi ffian it was planned td provide for roll¬ 
ing stock consisting of430 broad gauge and 218 
metre gauge main line diesel locomotives, tOO 
diesel shunters, 340 broad gauge electric loco¬ 
motives, about 100,000 wagons, 6,400 standard 
coaches, 768 electrical multiple coaches and 50 
vail cars. was that the operation of 

hi^ density tnffic routes should entirely be hy 
eioctric or diejae! traction. The foreign ex- 
ohaiige coniponefit of fhe railways' fourth Flan 
had assessed at Rs 180 crom. This wa» 
Rs fiO crores less than the foreign exchange 
expefiditufe at pmHievaluation rates durii^ 
the thlnd Plan. Hie fourth Flan for the ralf- 
tmys ^ ^ undemtai^ng 

that but of ihe total expenditure of Rs 1,525 
croies^ Ra 940 crores would be fbund by the 
ndfBsemelm —• Rs 525 crores ftom the 
xaihvaya* ogotribution towards the depreciation 


reserve fund, Rs 265 crores ftom anticipated traffic and to maintain the growing assets, parti- 

revenue surpluses at the existing frright rates cttlarly rotjing stock, an meveise of Rs 4 ;29 

and fares, interest on balances eic. and Rs ISO crores under repairs to rolling Stde^, an in- 

crores to be mtsed by increase in frelid^t and crease of Rs 80 lakhs due to enhanoetnetit of 

fpc nttes during the Plan perjbd. It was only steel prices from January this year, offimt by 

the balance of R$ 585 crores thatwould be made reductions of Rs 70 lakhs on other counts* 

available from general resources. ,,, 1 ^ gitmtioa, the Railway Minister *ald, 

Mr Nanda said, that the latest forecast for the wwe inde«^ haM 

five-year period up to 1973-74 indicated that <*»*««>«• It was easy for him to leave freim 
apart front contributions to the depreciation passenger cbai^ untouched and win 

fund, the railway contributions to Plan re- approbation. But ttat coiine would 

sources would, at the preseni: passenaer fare upset our plans and result m the staanaiion and 

and fheisht rates, come up only toUslw crores <>ecline of Mian Railways, whidft were our 

against Rs 265 crores emris^ed in the Plan. P'?!™'*'' P^bhe undertaking, an eraerp^ of 

The gap amounted to Rs 179 wores to which which we were.all legnmatcly proud. He was 

would have to be added the amount of Rs ISO sure cvetyone in tlie House and the couutry 

crores whicJi was to be found by increases in would wish to sw that our railway syslOT got 

fares and freight rates. The railwav.s had more niodmised m>m year to year and giw 

therefore a task of raising Rs 329 crores for continuously m efficiency. This reouirciribc 

implementing the Plan and herein lay theprob- raising of rosouroes. But toenlwnectho freight 

lem facing the rail wavs charges and farm suddenly and wuh no refe- 

ronoc to the repercassion-s on the economy 
EsHimitiS for t97Q-71 would be a suicidal course to follow. He was 

therefor© proposing a course of rationalisation 

Outlining the prospects for 1970-71, Mr of tlw freight rates and passenger fares in such 

Nanda said, that allowing for a normal in- a manner as would produce financial results 

crease of three per cent in passenger and two but would not affcci adversely the common 
per cent in otlier coaching traffic and an in- man and the trader iti any significant manner, 
crease of the order of 7 6 million tonnes in It was pertinent to bring to the notice of the 

originating goods traffic, the gross tmffic re- House and the country. ,Ite said, tiiat over a 

oeipts without the proposed rationalisation of period of 20 years from 1950, the average per 

the freight and fare striiciure should total up to capita emoluments of a railway employee 

Rs 983 crores -- - an increase of about R$ 32} ba6 increased by 132 per cbm, the price of coal 
crores over the current year. As against this. by 145 per cent and the price of iron and steel 

ordinary working expenses would go up by Rs by 167 per cent. As against this, over the same 

17 94 crores. appropriation to depreciation period, the average rate cliarted per passenger 

reserve fund and pension fund would each go kilometre had risen only by 68 percent and tlie 

up by five crores of rupees and the di' idend average rate charged per tonne kilometre for 

would go up by Rs 8 *66 crores. Taking into goods had risen only be 61 per cent. This 

account the changes under certain minor heads, restraint on the escalation of the price of rail- 

the outgo increased by Rs 76 *52 crotes against way services had been deliberately exercised and 
an increase of only Rs 32 -45 crores in gross would continue to be exercised in the interest 

earnings so that the net revenue would be Rs of our people whose property the railways were. 

16 *62 crores short on the dividend of Rs 167 *09 Roughly, 58 per cent of the railway expenditure 
crores due to the general revenues. As was on staff and 21 per cent on fuel. The 

agaiast this, the fourth Railway Plan had been House would, no doubt, appreciate that the 

framed on the assumption that in the coming railways were not in a position to control 
year, Indian Railways would produce a revenue either the increase in staff emoluments which 

surplus of Rs 19} croies to be used for rose with the cost of living index or the prim 

velopmental works. The gap between the Plan siecl and otlier material which the mil- 

estimate and actual availability was as much way had to buy. Steady pressure was being 

as Rs 36*12 crores. exerted on railway administrations to effect 

all possible economy in the usage of fuel and 

Mr Nanda said, that tlie increase in ordinary other stores. Account should also be taken 

workirvgexpenseswasmainly on account of the in this context of the heavy expenditum the 

provision of Rs 5 *33 crores for annual incre- railways had to incur on the replacement of 

ments to the staff and of Rs 4*81 crores for railway equipment tliat was stolen or was 

additions to staff to handle the increase in wantonly destroyed in demoastmtions, many 


RAILWAY BUDGET AT A GLANCE 

(Rupees in crores) 


* 

Actuals Budget 
1968-69 Estimate 
1969-70 

Revised 

Estimate 

1969-70 

Budget 

Estimate 

1970-71 

Gross traffic receipts. 

898 84 946 80 

950 55 

983 00 



^ 39 00 (Effect of 
budget 
proposals) 

Ordinary revenue working expenses 

(Net) i .e,, after taking credit |V>r reco¬ 
veries 

636 78 665 35 

683 05 

700-99 

Appropriation to depreciatiem reserve 

fund from revenue 

95 00 95 00 

95 00 

100 00 

Appropriatton to pension fbud 

10 00 10 00 

10 00 

15*00 

Net inisceflaficous expendtttfie (including 

cost of wotfks charged to revenue) ., 

14 25 15'53 

16 62 

16 54 

Total 

756 03 785-88 

804*67 

832*53 

Net railway revenue 

142 81 160*92 

145*88 

189*47 

Dividend to general revenues 

150 67 159-01 

158 43 

167 09 

l^t surplus (4‘)/shc»rifaII (—) 

(~)7 86 (+)1-91 (- 

-)l2-53 (-f>22-38 

Qpeiitfogntfo >. 

82-5% 81-4% 

82*9% 

79-8% 
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YESI 

You can obtain 
Product Improvomoiit 
with Cost Roduetion 
in your industry 
with 



/atOflliSilDKIDQDEa 


EXniOSIOIIS 


Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HiNOALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin> 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hoHow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? it will pay you handsomely to 
do so i Please write to: 


HINDUSTAN AUHINNHIM 
fXMPOHATNIH LTD. 

Works: RenuXoot, U.P. 
Offices: BOMBAY 
OELHNCALCUTTA-MAORAS 
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of ivhich were not ngainst the shortcomings aiwl 
fliiltites <m the ^ the railways. 

Mr Nandt saUl, that the steady increase in 
the number of staff from year to mr had been 
reduced and controlled with dtmculty in the 
last few years and efforts would continue to 
keep the number to what was absolutely neces- 
sai>. Mr Nanda pointed out, that the cost of 
officer cadre on railways (excluding the medical 
staff who were employed mainly as a welfare 
measure) was oaly 0 88 per cent of the railway 
earnings in 196S»69 against 113 per cent in 
1950-51, and had shrunk to 2 ■ 1 per cent of the 
total staff cost in 1968-69 against 2 7 per cent 
in 1950-51. 

The Railway Minister said, that the railways 
were incurring a loss of Rs 45 crores every year 
on passenger and other coaching traffic which 
was being met out of profits on goods traffic. 
This loss would increase with the further 
growth of passenger train services especially 
suburban services around the metropolitan 
cities of Bombay, Calcutta and Madras and the 
rising cost of handling the parcels traffic. 

Mr Nanda said, that there had been a sub¬ 
stantial change in the mix of freight traffic. 
The proportion of bulky low value commodities 
such as coal, stone, etc. which were chargi^ at 
relatively lower rates had been increasing and 
would continue to increase, while the propor*- 
tion of Mgh value commodities charged at re¬ 
latively higher rates was decreasing fast with the 
rapid development of roads and growth of road 
transport. The low rates for bulky commodi¬ 
ties could be sustained in the past only because 
of profits on the higher-rated commodities. 
With road competition erroding the traffic in 
high rated commodities, the railways could not 
afford to increase signijficantly tlie freight on 
items which were vulunerable to road competi¬ 
tion. The situation could be met only by an 
increase in the freight on low-rated traffic and a 
lower rate of increase on high-rated traffic. 
It had also to be borne in mind that steep in¬ 
creases in freight had an inflationary effect on 
the economy while increases in passenger fares 
had by and large no such effects. The situa¬ 
tion, thttpefore, called for a reduction of the 
subsidization of passenger and other coaching 
traffic by goods traffic, In the goods freight 
structure itself, a reduction in the difference 
between the higher rates and the tower rates 
was desirable so as not to effect their compati- 
tiveness. This broadly was what had been 
attempted in his proposals. 

Works Pfoi^mme 

The budget for works expenditure for 1970-71 
was Rs 280 crores, R$ 37 crores more than the 
revised estimates for this year. There was a 
provision of about Rs 124 crores for rolling 
stock and fresh ortjlers were proposed to be 
placed for over 15^000 wagons against the 
1970-71 programme. 

Among the important new projects to be 
taken up in 1970-71, Mr Nanda announced 
the construction of a new broad gauge tine from 
Tomagaltu to Madukulapenta m Mysore and 
electrilbation of Waltair-Kirandul section, 
both of which will add to the railways' capacity 
for moving iron ore for export. 

MEMORANDUM ON PROPOSALS 

The memorandum explaining the proposals 
rationaUsation of fares and fVeight rates 
follows: 

Pamnger Traffic 

Passenger faies have been adjusted ad hoc 
from time to time with the result that they are 
not on any systematic basis, It is proposed to 
nulonaliso them now for all classes, except 
for Third Class Ordinary travel tM> to 50 
kiPl wbiiph wilt contittw to ht mihoek>i the 
time MpS, in order to avoid too heavy an in- 
emaae Over the low fares. 

baaas in tabic I, 

barging Mock rates* 


imrodtiecd in the Bombay suburban area to 
reduce Queues at the booking windows, will 
continue with a corresponding increase in the 
block rates. 

The fares for air<onditiOcied chair cars, 
which are now equal to the second class mail 
fares are proposed to be Axed at aslightly higher 
level, but the maximum inciease over the pro¬ 
posed second class fares is only Rs 6/-. 

Mainly in order to relieve over-crpwding 
on long-distance trains due to their being used 
by shoit-dtstance passengers, it is proposed to 
abolish the lower basis of third class mail fares 
for distances up to 50 kms. and to Ax a mini¬ 
mum fare of Re 1 for third class travel on 
Mails and Expresses. 

Moidhly Season Tickets 

2. Cost studies have revealed that the heavy 
suburban services around Bombay, Calcutta 
and Madras are being run at a heavy 16ss which 
is of the order of 8 crores against the earnings 
of about Rs76 crores a year from this traffic. 
During the fourth Plan very substantial sums 
are programmed to be spent on the improve¬ 
ment of these suburban services. To men¬ 
tion a few of the important items, it is proposed 
to provide nearly 600 new electric multiple 
unit coaches at a cost of R 27 -4 crores for the 
suburban services at Calcutta and Bombay. 
The quadrupling of the tracks from Grant 
Road to Churchgato in Bombay is expected to 
be completed at a cost of Rs 4 crores. the stren¬ 
gthening of the overhead equipment and the 


provision of more sub-statoins on the suburban 
sections are expected to cost Rs t 5 crores. The 
servicing facilities for these coaches in Bombay 
and Calcutta will cost about 4 2 orores. This 
heavy expenditure of nearly 40 crores wi II, ap¬ 
art from the cost of operation of the additional 
services, increase llie loss on subur1»n services 
substantially, unless the earnings from these 
services arc improved. It is a feature of sub¬ 
urban traffic ttiat abou* 70 per cent of suburban 
passenger travel on monthly or quarterly .sub¬ 
urban season tickets and only the remaining 
30 per cent on ordinary tickets. The earnings 
from season tickets, however, come to only 41 
per cent of total suburban earnings because the 
price of the monthly season ticket at present 
is equal only to 12 to 16 single journey fares, 
though in most cases these tickets are utilised 
for at least 50 single journeys in a month. 
Again, the price of quarterly season tickets 
available for three months is only two-and-a- 
half times the price of monthly season tickets, 
with the result that those who buy these quar¬ 
terly season tickets pay only for about 10 single 
journey fares against about 50 single joumey.s 
they perform in a month. The prot>o$als now' 
made involve a very modest increase in monthly 
season tickets also, so that suburban monthly 
season ticket holders pay at least for 14 single 
journeys on distances up to 40 kms. For the 
distance beyond 40 kms. the season ticket fare 
will still be equal to 13 single journey fares or 
less. The issue of quarterly season tickets at 
two-and-a-haif-times the monthly season ti¬ 
cket fare will continue, so that the suburban 
passengers who now buy monthly season ti- 

c 1 


BASES FOR RATIONALISATION 


Basis for charge, in paise 

--- Rounding 

Class 1 to 100 Plus 101 Plus 601 Plus 1601 Minimum off rule. 

Kms. to 600 kms. to 1600 Kms 6^ 

Kras. Over Rs. 


Unit 

A/C. 

First 


per Km per 5 Km per 5 Km per 10 Km 
24 100 82 150 

12 48 3$ 60 


15 00 Next higher 
rupee. 

Mail Next htglter 
6 00 multiple of 
50 paise. 

Ordy 
2 00 


Chair Car (AC) 

Second Mail or Express 
Second Ordy. 

Third Mail or Express 


Third Ordy (above 
Kms) 


50 


9 

32 

22 

36 

5 00 

Do. 

7 

28 

22 

30 

3-50 

Do. 

6 

24 

18 

32 

1 50 

Do. 

4 

16 

12 

17 

1 00 

Next higher 
multiple of 
10 paise. 

3 

12 

10 

16 

0-25 

Do. 


Third Ordy (up to 50 Kms) The existing fares increased by 5 pai.se up to 20 Kms and by 10 paise 
from 21 Kms to 50 Kms. 


Table H 

SEASON TICKETS 


Distance 



Third class 
Monthly 
Season 
Ticket at 
Bombay 

(Old) 

Third class 
Monthly 
Season 
Ticket 
(Proposed) 

Three 
times 
col. 2 

Quarterly 
Season 
Tickets at 2i 
times col¬ 
umn 3 



1 . 

2 

3 

4 

5 

Kms. 



Rs 

Rs 

R.S 

Rs 

1 



2-45 

3-50 

7'35 

8*75 

5 T* 



2 90 

4 00 

9 70 

10 00 

7^ 



3-70 

4 50 

11 10 

11*25 

10 



505 

6 00 

15*15 

1500 

15 



6 75 

8 00 

20*25 

20 00 

20 



7-90 

9 00 

23*70 

22*50 

25 



8 70 

11 00 

26 10 

27*50 

30 - 



9-75 

12 00 

29*25 

30 00 

35 



1060 

13 00 

31*80 

32 50 

40 



1140 

14 00 

34*20 

35*00 




12 15 

14*50 

36*45 

30*25 
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ckets can, by changing over«^to quarto^ly sea¬ 
son tickets, still continue to |Kty practically 
the same as what they used to pay for three 
monthly tickets on the old basis vide columns 
4 and 5 of Table 11 (Page 331). 

The Monthly Season Ticket fares will )re 
revised as follows. 

(0 First Class 

Though First Class season ticket fares were 
enhanced with clfect from (Xtober 1,1969, 
a further enhancement will be made in 
consonance with the enhancement proposed 
in respect of Third class season ticket fares. 
The revised bases arc as given in Table III;— 


Table III 

Suburban (Bombay, Calcutta and Madras). 
‘Range Per K.m Rounding off rule. 
Kms. Rs. 

1--30 .. 1 60^ Ry 10. 

plus 11--20 0 90 I To the next higher 

multiple of 50 paisc. 

plus 21-50 ..0 70f 

plus over 50 0-55 ! Above Rs. 10, 

Minimum .. 9 00j Next higher rupee. 
No/hsuburban: 

1-10 1 -60^ 


plus 21--50 ,, 0 80 ^As in suburban 
plus over 50 0 -75 

Minimum 9 00^ 

(ii) Second Class 

This pertains to only non-suburban areas, there 
being no Second class in the suburban trains. 
The fares will be fixed on the following basis* 
Distance Per K.ni. Rounding off rule. 

Kills. 

1-10 .. 100 1 


plus 11—20 .. 0 60 

plus 21—50 }-Next higher multi- 

I pie of SO paisc. 

plus 51 Kms and over | 

Minimum 6-00 J 

The traffic moving on Second class monthly 
season tickets is very small. 

Uii) Third Class 
Suburban 

The season ticket fares will be revised on the 
following basis 

1 to 25 Kms .. .. Ad hoc fares. 

26to50Kms .. Rs 11 00 plus 16 

paise per Km for dis¬ 
tances over 25 Kms. 
51 Kms-and over .. Rs. 15 00 plus 15 

paise per Km fordis- 
tanccs over 50 Kms. 
Fares over 25 Kms to be rounded off to the 
next higher multiple of 50 paisc. 

Non-suburban 

The fares will be revised on the following 
basis:— 

I to 10 Kms. .. Fares cqimi to suburban 

fares. 

II to 2Q Kms .. 50 paise more titan sub¬ 

urban fares. 

21 Kms atidovcr .. Rs 9 *50 plus Re 0 *30 
per Km for distance 
over 20 Kms., fares 
being rounded off to 
next nigher multiple of 
50 paise. 


3. The following changes in certain conce¬ 
ssions and special chaigpes will be made 

(/) Concessional tre^t by chair cm*, AlC 
No concessions—other than the normal 
children's concessions— will be available by 
A/C Chair Car. 

(li) Concessional Season Tickets 

At present Season Tickets are issued to stu¬ 
dents etc. at further concessional rates, without 
any minima. Thus a child student can a 
monthly ticket at i the rate i.e ., about 3 single 
journey fares for a whole month’s travel. As 
the season tickets arc already on a very low 
basis, it is proposed that such concessional 
monthly season tickets should be subject to 
following minima:— 

Monthly Quarterly 
Rs. Rs. 


First class 

4 00 

10 00 

Second class 

3 00 

7-50 

Third class 

2 00 

5 00 

(Hi) Rafdhani Express 

The fares will be increased as follows 


Existing 

Proposed 


Rs. 

Rs. 

A/C 

280 00 

300 00 

A/C Chair Car .. 

90 00 

100 00 


(iv) Taj Express 

The following additional charges will bo le¬ 
vied for travel by Taj Express running between 
Delhi and Agra :— 

Additional charges 
Rs. 

A/C. 5 

First Class .. 2 

Third Class .. 1 

(v) Reservation charges for full compartments 
These will be enhanced as follows :~ 



Existing 

Proposed 


Rs. 

Rs. 

2 berths (coupe) 

10 

15 

4 berths 

16 

24 

5 or 6 bertJis 

24 

36 

(vi) Third ciass sleeper charges 


The charges will be revised as follows 

Existing 

Three-tiers Two-tiers 


Rs. 

Rs 

First night 

4 

4 

For every subsequent 

1 

4 

night 


Per niglu 

Proposed— 

One night 

5 

5 

First 

night 

More Ilian one night 

4. Platform tickets 

8 

4 

For every 
subseque¬ 
nt night 


The charge for a Platform ticket will be fixed 
at 25 paisc, in order to make it equal to the 
minimum fare for a Third class Ordinary jour¬ 
ney. 

5. Charges for miscellgnoous traffic, sudjt as 
special trains, will also hb revised in consonance 
with the revision in the general basis. Until so 
revised such traffic will continue to be charged 
as at present. 

Coachiiig (Parcels) Traffic 

It is appropriate that fates for Parcel traffic 
are also rationalized, in line with the proposed 


goods fates structure. 

2. Parcels rates comprise the fbllhwif^ diff¬ 
erent varieties 

(i) The fhll parcel rates. 

(//) The half parcel rates. 

(Hi) The quarter parcels rates 

(/v) The rates for passenger’s luggage. 

(v) The special scale of rates f^ ^el or 
pan leaves, butter cream and khqe (dried 
milk). 

(vi) The special scale of rates for newmper. 

(vii) The rates for books, khaddar (khadi) 

and milk. 

(v//i) The rates for small parcels not exceeding 
25 cubic decimetres by measurements or 
2 Kgs in weight. 

(ix) Rates for livestock, motor cars, bicycles, 
etc. 

“Half Parcel rates” and “Quarter Parcel 
rates” are not in fact half and quarter of fUll 
parcel rates. These names are legacies of the 
past and merely represent different scales. 

3. The rates for different varieties of parcels 
traffic will be revised on the basis shown below. 
It is proposed to rename the scales as scale 1, 
etc,, as shown in Table IV. 

Table IV 


Item Particulars Proposed Proposed 

of Traffic revised name of 

No. rates the 

equal to scale 
goods 
rates of 
class 

- 1 - 

1. Full Parcel rates 300 scale 1 

2. Rates for betel or pan 
leaves, butter cream and 

khoa (dried milk) 240 Scale 2 

3. Expensive fruits as under 

Apples, anar, cherries and 160 Scale 3 
grapes 

4. Half Parcel rates 140 Scale 4 

5. Vegetables, books and khaddar 120 Scale 5 

6. Milk . 100 Scale 6 

7. News papers .. 80 Scale 7 

8. Quarter Parcel rates .. 70 Scale B 

9. Luggage .. .. 320 Scale A 

4. The rates for small parcels will be revised 
merging the 20 per cent supplementary charge 
that is leviable. 

5. Market Vendor's Tickets are being issued 
at Bombay, Madras, etc. and are charge at 25 
per cent over the adult monthly season ticket 
fare, with a free allowance of 60 Kgs. in one 
direction and normal free allowance In the re* 
turn direction. This makes the rate for ^e 
produce part only about 12 per cent of the 
normal rates. It is proposed to charge Market 
Vendor’s Tickets at 80 per c«Lt over the Months 
ly Season Ticket fare instead of at 25 percent 
over, as at present, which will make the rate 
for the produce part about 40 per cent of the 
normal rates. 

6. Fresh fruit and vegetables traffic m wa¬ 

gon loads between points where there is rela¬ 
tively heavy traffic, moves at special rates quo¬ 
ted on a very low basis. NO substantial change 
was made m these rates when the basis to 
charge for fresh fruit generally was revised 
from quarter parcel rates to half parcel rates, 
The high cost of special Bmpmsmis which 
have to be made for the expeditfems movement 
of this traffic makes the special rates totally 
unremunerative. The existing rates will be 
replaced by lumpsum rates at 45 per 6eBt toss 
than the tariff rates, on fbll loadability. TNa 
will enhpnee the rates by about 30 per eent 
This should not, however, result in any 
ficant increase in^ces. Even whbn thej^ 
is long as from Nagpur or to Pdhi 

the extra freight would amoun^ only to a^ut 
three paise per dozen Oranges dr btdkam. ttw 
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inapm is. In tm cw. unavakUiNe from the 
point nf view of costs of lOovoinent* 

7. 'Hieint^for livestock etc. oiulalso vari* 
ops Oiisbollatiepus dNsfipes will continue as at 
pnneat. untU thdr oxaminati^ with a view to 
nitiottafisaU<m is completed* 

GooibtMric 

The pcemt ^oods fieis^t structure, origina¬ 
lly imrotSioed in 1958, is based on the reco* 
mmendations of the Railway Freight Structure 
Enmuiy Committee,^ amc^nted in 1955— under 
the Oiakman^ip of A. Raniaswaoiy Mu- 
dalior. Hiete have been several or/Aoc changes 
sin^ then, including the imposition of supple¬ 
mentary charges from time to time. 

2. During the last decade the pattern of traffic 
has changed significantlsr. There has been a 
stea4y fnXl in the proportion of traffic charged 
at higher rates like oilseeds and cotton raw etc. 
and a cottesponding increase in the proportion 
of low-rated traffic in commodities like coal, 
iron ore, limestone and other products of mines, 
etc. This shift in the pattern of traffic is a 
permanent shift. The old freight structure, 
with a wide diffioreoce in the charges for low- 
rated and high-rated commodities was able, 
on the old pattern of traffic, to produce suffi¬ 
cient foveiuie to cover expenditure and leave a 
reasonable surpUts after paying dividend, be¬ 
cause the low margin over costs in, the cose of 
low rated commodities was compensated by 
the larger margin in the case of high rated co¬ 
mmodities. A significant factor underlying 
the change in the pattern of traffic is the inten¬ 
sive competition from road transport for the 
higji-rated non-bulky traffic. Road traffic not 
only has inherent advantages like being able to 
offer a door to door service but is also not sub¬ 
ject to certain restrictive statutory obligations 
to which Railways are subject* such as the ob¬ 
ligations of a common carrier, prohibition 
against undue preference and prejudice etc. 
Road competition limits the possibilities of 
increases in freight for vulnerable traffic. The 
imbalance duo to the change in the propertion 
of high-rated and low-rated traffic can, there¬ 
fore, be restored only by enhancing the rates 
for low rated traffic relatively more than for 
higfiet rated traffic. 

3« The proposals to rationalise llto structure 
are made against tliis background and include 
(/) Abolition of the existing supplemen¬ 
tary charges, 

(//) Bringing the rates more in line with 
costs, 

(Hi) AciBusting Uie ‘Taper’* on telescopic 
rates to ta1% account of the development 
of road competition and tlie changing 
trends of Railway traffic. 

(iv) Bringing the different varieties of cla¬ 
ssification now in force into a unified sys¬ 
tem. 

4. While rationalizing the siructute as above, 
requirements of additional revenue, to cover 
increasing costs, have to be taken account of. 

5. A revised rationalized structure has been 
evolved, keeping the above factors in view. In 
this revised structure, there will be 30 classes 
designated As follows ^ 


No, of class 

No, of class 

No. of class 

25 

52-5 

85 

27-5 

55 

87*5 

30 

57 5 

95 

32*5 

00 

100 

35 

02-5 

105 

37'31 

05 

no 

40 

07'5 

115 

42‘5 

TO 

120 

45 :. ■ 

rs 

130 

:50.v'' 

. to. ■ ■■ 

m 


classes applicable to wagon loads, but also the 
**C*cIbsi6s applicable to “smalls^ traffic a 
total of clam. 

6. The actual levels of rates of these various 
numbered classes are derived aa follows. 

There is a Base Scale, calculated on , the fol¬ 
lowing basis :—, 


7. The rates ace calculated for tlie following 
blocks of distances 


Distance 

(Kms.) 


Raise per kilo¬ 
metre per 
quintal 


1^40 Kms 
41-250 Kms 
251-HOO Kms 
801—2400 Kms 
Beyond 2400 Kms 


One block 
5 Kms blocka 
10 Kms blocks 
25 Kms. „ 

50 Kms. 


1-40 
plus 41—100 
plus 101—250 
plus 25U>-500 
plus 501-4^ 
plus 801—1200 
plusl20t—1800 
plus 1801—2400 
plus 2401—3000 
plus 3001 and over 


3 10 
1 73 
1 25 
105 
098 
0 98 

0 so 
0 do 
0 ^ 
0 25 


The rales for various classes arc derived from 
the above base scale by taking the class No. as a 
percentage oi the base rate for each distance 
and then adding 20 pane per quintah 

8. The existing uagon lcad classes (with a 
few exceptions which are mentioned later), will 
be generally replaced as shewn in Table V. 

For the **A'* class commodities the increases 
are generally within the range of 2 to 7 per o 
but for the longer distances, the incieases i 


Bxisting classification 


Table V 

EXISTING AND PROPOSED CLASSIFICATIONS 





22 



25 • 

45-R 

45 . 

OOB 


25A 



25 

55A 

57'5 . 

80BSpl. 


27 5A 



275 

^ 52-SB 

52-5 

82 5B 

B5; 

30A 



30 

85B 

55 

85B 

«s-. 

30A Spl. 



.. 30 

55B Spl. 

60 

92 5B 

.95 

32 5R 



32*5 

37-5 B 

57-5 

97 5B 

100 

3.5A 



.. 35 

OOB 

60 

lOOB 

100 

35R 



.. 35 

62 5B 

62 5 

lOOBSpl. 

105 

37 .SA 



37-4 

65B 

65 

105B 

105 

37-SR 



37‘5 

67 5B 

67-5 

noB 

no 

40A 



40 

70B 

70 

H5B 

115 

40R 



40 

72-SB 

70 

120B 

120 

42-SA 



42-5 

75B 

75 

125B 

120 

45A 



45 

75BSpl. 

87-5 

130B 

130 





77-5 B 

80 

155B 

150 


Table VI 

IMPORTANT COMMODITIES IN DIFFERENT CLASSES 


Class 

Present Proposed 

Commodity 


25A 

25 

Oilcake . 

The prices range from Rs. 300 to Rs. 
1000 per tonne, while the enhancetnent 
even at 1000 Kms i's only Rs. 2 *00 per 
tonne. 

30ASpP 

30 . 

Wheat, Rice, jow-ar and Bajra 

The increases in rates pot tonne are Rs. 
2-30 at 1000 Kms and Rs' 5-80 at 
2000 Kms, while the prices are betw'een 
700 and 1000 per tonne. 

35A 

35 

Iron ore . 

The increases are nominal upto 500 Kms. 
Even at 1000 Kms the increase is only 
R&* 2 50 per tonne. 

35R 

35 

Programmed Salt 

Tlicre are increases mostly beyond 1200 
Kms. 

40A 

40 

Cement 

At 530 Kms the increase is only Rs. 1 -80 
per tonne. The price of cement is 
about Rs. 200 per tonne. 

55B SpJ. 

60 

Sugar . 

The increase even at 1000 Km. is onl>’ 
Rs. 4 '20 pcs-tonne whileat Iongdi.stan- 
ces like 1500 Ktns, there will be an 
actual decrease in the rate which will be 
helpful in exports. 

57-58 

57-5 

Kerosene oil. 

The crease at 500 Kms will be only 50> 
paise per tonne. 

67-SB 

67-5 

Iron & Steel Div. B 

TJie increase will be Rs. 1 70 per tonngr 
at 500 Kms. 

75-BSpl, 

87-5 

PiecMOods, Cotton fullpressed 
and Hydrogenated oil. 

The increase at 500 Kms is Rs. 10 >20 
per tonne vdiile at longer distance the 
increase wll be iowpr. This forms 
a very ingignificaat peccentage of price 
of pieoegoods. 

120E 

120 

Motor Vehicles 

The increase at &00 Kms is only Rs« 

1 *70 per tonne. 
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somewhat higher as they are Necessary to ba¬ 
lance the charges with thc^posts. 

Class commodiHcs nlO^$ mostly to long 
Uistances, and for these distances the increases 
axe very moderate. Although the percentajK 
increases for sAort distances—upto about 200 
Kms -arc relatively high, the absolute increases, 
are mostly under 50 paiseper quintal. These'' 
increases are unavoidable to cover costs at 
shorter distances, and are also in consonance 
with the requirements of rail-road co-ordina¬ 
tion. Since ''B*' class commodities are usually 
costly, an increase of about 50 paisc per quintal 
in the frieght for shorter distances would in any 
case be an insignificant proportion of their 
value. 

10. Some of the important commodities in 
the different classes arc given in Table VI. (p333). 

11. Coal .—Coal traffic forms about 30 per 
cent of the total originating tonnage and acc¬ 
ounts for 18 per cent of the goods earning. It 
is, therefore, necessary that the rates for this 
traffic .should cover costs adequately. The rates 
have in the past been increased gradually to¬ 
wards this end. It is necessary now to enhance 
the rales at longer distances to cover costs 
more adequately. The new rates will be fixed on 
the following basis 


Distance Rate per tonne 


Kms. 

1- 40 
41-^ 240 .. 
241 - 800 .. 
801- 4200 .. 
1201-4800 .. 
1«01--24<X> .. 
2401 -3000 .. 
.1001 and over 


Rs. 

6-80 

0 16 for every 5 Kms. 
0 30 for cvci*y 10 Kms. 
0-56for every 25 Kras. 
0 54 for every 25 Kms. 
0 -48 for every 25 Kms. 
0-60 for every 50 Kms. 
0 30 for every 50 Km.s. 


The rates will be rounded off to the next higher 
multiple of 10 paisc beyond 800 Kms. There is 
no change in the rates upto 800 Kms. 

12. Hard Coke 

The rates for Hard Coke will he cnliaticed to 
remain 10 per cent higher than the rates for coal, 
as at present. Rates beyond 800 Kms will be 
rounded off to nearest multiple of JO paise. 

13. Commodities with a low minimum weight 
for charge, per wagon 

In the case of the following commodities, 
which have very low’ minimum weights for 
charge, the existing classes will be replaced by 
one or two classes higher thanilic corresponding 
class, as shown below :— 


Commodity Existing Existing Proposed 

weight class for class 
condili- wagon 
on loads 
(B.G.l 


Cotton linterns .. 

W/45 

57 5B 

62-5 

Dhona 

.57 

62-5 

Tea chests, made up 


57-513 

62-5 

Empties 


65B 

70 

Leaves N.O.C. 


70B 

75 

Rice parched 


80B 

85 

Grass dry 

W/«> 

35A 

45 

Coir 


55B 

60 

Oloss-wate Div.C 


65B 

70 

Glass carboys 


65B 

70 

Coconut shells .. 

W;75 

52 .5B 

57-5 

Coconut hiisk.s .. 

,, 

52 5B 

57-5 


14. Charcoal and Firewood 

These are at present classified at class 30A, 
corresponding to class 30. Taking into account 
the increase in prices, and their comparatively 
low loadability, the classification for these 
commodities will be fiked at class 32 5 (O.R.). 

15, Timbmr, N.O.C, 

Timber N.O.C. is charged at class 42 5A, 
corresponding to class 42*5, when in wagon 


EASIBRN ECONOMIST 

loads. It is propowd to classify Timber 
N.OX. in wagon loads at class 45. 

16. Biddlas 

These are classified at SOB Spl, corresponding 
to class 95« Taking into account the low load- 
ability, Biddies will be classified at class 100. 

17. Biddy Leaves 

These are classified at class 105B, correspon¬ 
ding to class 105. Taking into account the low 
loadability, Biddy Leaves will be classified at 
class 110. 

18. Fifth Manure and Gaano 

These commodities arc quite expensive, prices 
being of the order of Rs 8(X) per tonne. They 
are actually used as fish meal, which is 
classified at class 22 ■ 5A, corresponding to c]a8.s 
25. Fish Manure, Ouano as wdl as Fish Meals 
will all be classified at the same class namely, 
class 55. 

19. Cbemioal Manures Div. A (40A—corres¬ 
ponding class 40) 

Cbemioal Manures DIv. B (35A, corresponding 
dafis 35) 

These commodities will be classified as un. 
dcr : - 

Chemical Manures Div. A class 45 
Chemical Manures Div. B class 37 5 

20. The comparative rates for the above 
commodities are not being equaled to the 
general corresponding classes. 

21. Sugar-Cane 

Sugar Cane is classified at clas.s 35A. Ac¬ 
tually, however, sugar cane is almost entirely 
carried at very low special rates, quoted on Uie 
basis of old Ilnd class rate, reduced by 40 per 
cent. Studies show that these rales do not 
even cover costs. It is proposed to reduce the 
classification for sugar cane to class 32 5 and 
charge it at this classified rate, abolishing all 
reduced special rates. 

22. Non-programmed Salt 

This is now classified at 37 .SR. It is pro¬ 
posed to reduce the rates down to equal the 
proposed rates for Programmed salt /.e., classify 
both at class 35. 

23. Smalls 

The proposals, so far. have been in respect 
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of wagon load tcaffic. Goods traffic also mowB 
as ^*smatla**» dioi^ the volume is ^te small, 
approximately 3 per cent by wdimt aiid $ per 
oent by eanunm. Cost studies show that the 
**cost** of hatidlifu smalts is very mudh hisher 
than the cost of handling wagon-loads. It is 
proposed to mlace the existing clfd^- 
cations applicable to sitmils by the new ctassi-- 
fications as follows 


New wagon- Corresp- New wagon Corresp- 
loadclassifi- ending load class- ending 

cation ‘^Smalls’* Jetton ^^Smalls** 

classifi- classifi¬ 
cation* cation 


25 


40 

67*5 

85 

27 5 


45 

70 

85 

30 


50 

75 

95 

32-5 


52 5 

80 

95 

35 


55 

87-5 

105 

37-5 


60 

85 

105 

40 


60 

95 

U5 

42-5 


62 5 

100 

120 

45 


65 

105 

130 

52*5 


75 

110 

130 

55 


75 

115 

130 

57-5 


75 

130 

150 

60 


75 



62-5 


75 



62*5 


80 



65 


80 




24. The rates for some distances at the exis¬ 
ting smills classification and proposed clas.sifi- 
cation. 


25. Under the existing rules, an additional 
surcharge of 20 per cent is levied on very small 
consignments. This will be continued. 

26. Transhipment charges (See Table Vll below) 

27. Miscellaneous charges 

There are some miscellaneous charges levied 
such as charges on over-dimensional consign¬ 
ments etc., on which tlie supplementary cham 
of 9 per cent is leviable. There is also traffic 
in livestock etc., which is chaiised at special 
scales of rates. All these will, for the present, 
continue as at present, pending their rationali¬ 
zation. 


Table Vll 

TRANSHIPMENT CHARGES 


(1) On traffic chargeable at carrying capacity of wagons— 

(a) Dangerous goods .10 paisc per quintal 

(/>) Non-dangerous goods . 8 Do. 

(2) On all other traffic. /.<?., wagon-load traffic chargeable at any 
minimum weight other than carrying capacity, as well as smalls 

(a) Danggerous goods ‘ .15 paisc per quintal 

(/}) Non-dangerous goods 10 Do. 

(3) 50 pai.se per tonne per transhipment will be levied on coal, poal 
shale, soft coke, lignite and patent fuel and hard coke. 

(4) Special charge on liquids in bulk involving transliipmcnt .. fO paise per quintal 
As the charges do not cover costs, it is proposed to enhance the rates as under 

(I) On Trafl3c chargeable at carrying capacity of wagons— 

(o) Dangerous goods ^ 12 paise per quintal 

(/>) Non-dangerous goods .10 Do. 

<2) On all othitf traffic. /. e. , wagon-load traffic chargeable at any 
minimum wil^t other tlian carrying capacity, as well as smalls— 

(e) Dangerous goods .20 paise pr quintal 

(b) Non-dangerous goods .. ..12 Do. 

(3) Coal . .. , .. 60paigepertoxthe 

(4) Special charge on liquids in bulk involving transhipment 12 paise perquintgi 
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February 27, 1970 



Here today 



There tomorrow 

Why wait ? When Oantas jet-enterprise handling can reach your cargo to London, Rome, Frankfurt, 
Singapore, Hong Kong-fast. There are seven direct flights each week. Palletised jet freighter capacity 
too When you’re looking for the quick way to send cargo to the major markets of the worliiyptFHI 

find Oantas ready to take it. 
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V Th# Oantas Oeneral Salas Agent SOAC 41, Chewringhee Road, Calcutta«1t. Telephene i 4Wm 
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Wt aHow th« prtMnt momentum of growth to wane for the take of some purely temporary 
IMliMilitage» we will ileny ourtelvet the cumulative benefits of a higher rate of growth for ail time 
tntXMtie. If the requirements of growth are urgent, so is the neeP for some selective measures 
of sqdlai welfare. The fiscal system has also to serve the ends of greater equality of incomes, 
CNMUHimption and wealth, irrespective of any immediate need for resources. At the same time, 
the needs of thoao sectors of our economy which require private initiative and investment must 
also be kept In mind in the interest of the growth of the economy as a whole. I can only hope 
that the proposals I have just presented steer clear of the opposite dangers of venturing too 
littia ey attempting too much. —MRS INDIRA GANDHI 
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The Name of the Game 


This CENTaAL budget is of a piece with the Prime Minister’s poJitics of survival. 
It JS a clever but nevertheless recognizable exercise in presenting what is good for 
her faction as being good for the country. Mrs Gandhi claims to have provided 
new incenttves for saving and investment. Superficial commentators in the press 
or elsewhere Imve been duly impressed — all (he more so because a blue memoran- 
dum on ^Savings Schemes and Tax Incentives for Savings” has been distributed 
With the budget papci*s. 


what really arc the facts? The high and rising level of prices on the one hand 
taken with the almost universal and absolutely legitimate desire on the part of the 
people to live at least a little better than their forefathers did or provide a few more 
comforts to their children than they themselves were able to enjoy wheh they were 
young, has made it practically impossible for the bulk of the middle class to save 
consistently on any appreciable scale. We are not suggesting that this part of the 
middle class does not save at all, but wc do assert that their savings, such as they 
arc, tend to be cancelled out over a period by extraordinary consumption 
expendittires such as those on marriages. It is therefore only the upper crust of the 
middle-class which has some ability to save. And yet it is against this parti¬ 
cular section that the axe of income taxation has been repeatedly wielded in recent 
years. 


The latest blow in this scries seems to be one of the crudest yet On the speci- 
ous plea of social justice but, in reality, a bid for cheap political popularity Mrs 
Gandhi has sharply increased the rates of income-tax on slabs of income having any 
pbstanlial saving or investment potential and she would still have us believe that 
her budget is genuinely concerned with the promotion of voluntary savings in 
the community. The quantum of savings is determined by the ability to save as 
well as the willingness — and Mrs Gandhi certainly is not going to convince the 
world that either this ability or this willingness is liable to be stimulated by 
politically-motivated increases in personal taxation. 

The Prime Minister has made no secret of the fact that the combined effect 
of her proposals for increasing the rates of income-tax on the higher slabs of in¬ 
come, the rates of wealth tax and the rates of tax on urban land and buildings would 
be to bring about a sharp advance towards the ideal of a ceiling on income and 
wealth. It could be conceded to her that she has certainly not allowed con¬ 
siderations of prudence or restraint to come in the way of her forcing the pace of 
this advance. Bui, then, can she honestly believe that the central government or 
rather the national economy can avoid paying a price for this? 

It would be naive, indeed, to expect that arbitrary curbs on income and wealth 
will not have a disincentive effect on initiative or enterprise. The Prime Minister 
and her coterie have been trying to squeeze some political advantage out of their 
slogan that they arc resolved to befriend and patronise young or new entrepre¬ 
neurs as against the established or big business houses. The orientation given to 
direct taxation in the present central budget however is bound to hit the hardest 
particularly these young or new entrepreneurs where it hurts most, viz., their hones 
and plans for a bigger and brighter future for themselves. The Prime Ministw^s 
chmisma, such as it is, is hardly potent enough to launch a thousand new business 
ships on the adverse seas stirred up by her opportunistic political budget. 

It has been argued in some quarters that the fact that the Prime Minister has 
decided to leave the corporatetax structure virtually .done could be reasonably in¬ 
terpreted as an earnest of her intention to assure stability of fiscal treatment to 
corporate earnings so that industrial expansion could be planned and prosecuted 
in an orderly manner. Here is a case of the wish being father to the thought. Given 
the Prime Minister’s political, if not personal, commitment to a policy of soaking 
the rich, we will have to be credulous indeed to assume that corporate profits can 
hope to enjoy immunity from fiscal aggression. If Mrs Gandhi has not messed up 
the corpor^e tax structure this year, it is only becau.se the personal taxation of the 
rich has offered to her stronger temptations of immediate political fulfilment 
Once it ts decided by the government that taxation should be deployed ostenlatioiis- 
ly for the primary purpose of establishing an advantageous political image for the 
party tn power, it is only a matter of detail which lall poppy is cut down on which 
particular 28th of February. 


We have no hesitation at all in forecasting that, given the chance, Mrs Gandhi 
will sponsor next year expu-opriatory taxation of the same kind against the 
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corporate sector as she has brought 
forward this year agaiqpt personal in* 
come or wealth in the higgler brackets. 
Meanwhile, the sentiment of relief, 
which have been indicated through the 
post-budget behaviour of the stock 
exchanges, is justified only to the extent 
that there has been a respite, for what 
it is worth, for companies and their 
shareholders from levies which, it was 
widely feared, were in the offing. To 
read into this passing satisfaction of 
the markets any reasoned assumptions 
of long-term import would clearly be 
playing into the hands of the politicians 
in power. Even in an abattoir, only a 
certain number of animals is slaughtered 
each day. Other doomed beasts would 
be only wailing their turn. 

The claim that this budget is saving- 
and-investment oriented is not the only 
myth which is being propagated since 
last Saturday. An equally outrageous 
fiction is the boast that the Prime 
Minister, through some unique wisdom, 
has been able to levy Rs 135 crores of 
indirect taxation without any adverse 
effect on the cost of living and indeed 
with beneficial consequences of various 
kinds. Senior officials of the Finance 
Ministry have been trying hard to sell 
the story that the aims of these indirect 
taxes arc only remotely connected with 
the raising of more money for the main¬ 
tenance of the government in comfort, 
if not luxury. The increase in the excise 
duty on tea, we are told, is designed, 
essentially, to cncouriqge exports. Tf 
tobacco has been taxed, it is for the vir¬ 
tuous purpose of discouraging a habit 
injurious to health. Perhaps the same 
motive is to be seen in the increase in 
the excise duty on sugar — a govern¬ 
ment which is spending sleepless nights 
planning for the welfare of the people, 
obviously, cannot be a party lo the 
diabetics among its citizens killing 
themselves by indulging themselves 
with cheap sugar. 

In fact, there is not a single excise 
duty proposal, or so wc are asked to 
believe, which docs not have primarily a 
purpose other than fiscal. The taxa¬ 
tion of aerated water and the like, for 
instance, i.s clearly intended to counter 
the spread of Yankee culture through 
the proliferation of the Coca Cola habit. 
As for the increase in the import duties 
on foreign liquor, Ibis, as Mrs Gandhi 
herself has hinted at in her budget 
speech, is for mollifying Mr Morarji 
Desai in case he still nurses a grievance 
over his summary dismissal from the 
Finance portfolio. Seriously, it cannot 
be gainsaid that the entire body of in¬ 
direct tax proposals this time is such 
that its incidence would be borne by 
the urban i^piilation much of which is 
of the fixed income groups in the middle- 
income brackets. This, it is true, may 


not trouble the thoughts of the Prime therefore return tO; the subject next 
Minister or her political advisers or week in greater detail in a 

allies, for, as the distribution of Budget Number. Meanwhite* we wbuld 

economic or social classes among the like to go on record as considering this 

electorate goes, the people whom the budget as one which is motivated, in the 

indirect tax proposals of this budget main, by political rather than economic 

may hit may not be very important in considerations. Mrs Gandhi has 

terms of the relative number of votes undoubtedly shown a fine awareness of 

they may dispose of. where the votes in their mater'munber 

are and how she could keep going the 
These, then, are some of our immedi- network of delicate and often only mlf* 

ate reactions to the central budget for stated alliances and understandings 

1970-71 which the Prime Minister {and which her party has been trying to 

Finance Minister) presented to Parlia- work out with such other political 

menl on February 28. Our observa- groupings as may find it profitable to 

tions here, obviously, do not exhaust do business with it. The name of the 

the various aspects of the budget speech game, in other words, is power 

or other budget documents. We will politics. 

Dangers of G>st-Push Inflation 


The Railway budget, presented to 
Parliament on February 23, has been 
officially described as investment-orien¬ 
ted. The need to step up both passenger 
fares and freight rates in varying deg¬ 
rees, it is stressed, has arisen because 
of the fact that, owing to the increase in 
operating costs, on the one hand, and 
the lower receipts from goods traffic 
than anticipated while drawing up the 
fourth Plan investment of Railways, on 
the other, the revenue surpluses which 
the Railways would be able to generate 
at the 1969-70 level of fares and freight 
rates, would, during the five years of 
the fourth Plan, have added up to only 
Rs 86 crores, as against Rs 265 crores 
envisaged. The total cost of the Rail¬ 
ways* fourth Plan expansion pro¬ 
gramme has been assessed at Rs 1,525 
crores at constant prices. The Railways 
themselves have to contribute as much 
Rs 940 crores towards this expenditure, 
while the rest is to be provided from 
the general revenues. Of the Railways’ 
share, a sum of Rs 525 crores is to be 
provided from the Depreciation Fund 
for replacing worn out assets, Rs 265 
crores from revenue surplus at the pre- 
fourth Plan level of fares and freight 
rates and Rs 150 crores from increases 
in fares and freight rates during the 
five years to 1973-74. In addition, the 
Railways will have to meet their divi¬ 
dend commitments to the general reve¬ 
nues. The proposed 1,525 crores in¬ 
vestment is expected to raise the capacity 
of the Railways to carry 265 million 
tonnes of goods traffic and 2,700 million 
passengers in 1973-74. 

With the stepping up of the fares and 
freight rates to bring in next year an 
additional sum of,,R^ 39 crores, the 
Railways now cxp&t that they may be 
able to raise during the fourth Plan 
period about Rs 270 crores without fur¬ 
ther recourse to increases, as against 
Rs 415 crores required. This means 
that the present enhancement of fares 


and freight rates will not suffice and fur¬ 
ther increases will be inevitable in the 
years to come. 

The Railway budget has come in for 
good deal of criticism, but more on the 
basis of the enhancement of fares for 
third class travel than on account of the 
proposed increases in freight rates. Per¬ 
haps the criticism has been motivated 
more by sentimental and political con¬ 
siderations than by hard economic logic. 
Had it been on the latter basis, the 
criticism ought to have been more on 
account of the not so “marginar* en¬ 
hancement of freight rates the result of 
which will be accentuation of infla¬ 
tionary tendencies. 

Freight rates have been raised in two 
ways — (i) through the rationalisation 
of the large number of classifications as 
at present into a smaller number; 
and (ii) through the stepping up of 
rates on some commodities directly. 
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The central budget for 1970-71, presented 
by the Prime Minister (and Finanoe Minister) 
to ParttameRt on Febnunry 28 lUs year, coaid 
be a landmark in the political ooume of oar 
country as well as its economic fortunes. Its 
motivations and implications are therefove 
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mist Limited. Lfeo. Bi^ Parlla- 

meat Street, New Ddhl-l. 
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Ob *n average, the increase is said to and consequently in a higher wage bill 

work out around 4.2 percent. Freight of industrial workm in particular, 

rates have been increased not only for According to the Cotton Mills’ Fedcra- 

industrial raw materials and agricultural tion, the increased freight rat« for 

inputs, but also for the basic necessities cotton and cloth, without compensatory 

of life — foodgfains, salt, cloth, sugar rise in the prices of the end-product, 

(for domestic consumption) kerosene, cannot be borne by the textile industry, 
etc. In the case of steel, according to 

thc^ Railway Board's own calculations, If the inflationary tendencies in the 
the impact of increases in freight rates economy gather momentum, the fourth 

for raw materials and manufactured Plan outlay apparently will have to be 

iron and steel taken together works out raised or. alternatively, the programmes 

to six rupees a tonne. In the case of in the Plan will have to be pruned. This 

cement, it is estimated to work out to is because the Plan assumes a fair 

around Rs 1.50 a tonne. These calcu- amount of stability on the price front 

lations presumably a.ssiime that the So the pertinent question that arises i.s- 

movements of these commodities. what useful purpose will the increase 

as also of consumer goods, take in freight rates, or cost-push taxation 

place only once. They ignore the fact in general, serve if correspondingly 

that for many a commodity, the move- the Plan outlay for the given develop¬ 
ment, so far as the consumer is con- ment programmes has to go up*? It is 

cerned, takes place more than once. . time 'that we should bestow .some 

The enchanced freight rates on the basic thought on this issue and devise techni- 

necessitics of life are bound to be re- ques for raising resources which would 

fleeted in an increase in the cost of living not unduly upset the price level. 

Back to Credit Squeeze? 

Thi> monetary authorities recently so far and (he h.nnking system is in an 
announced further restrictions regard- over-extended position, 
ing the expansion of credit in the current 

busy season, after the Governor of the This is in complete contrast with the 
Reserve Bank had held discussions situation that prevailed even as reccnl- 

with the custodians of the re-nationalis- ly as September last year when it was 

ed banks and other executives on complained that funds were lying un- 

February 18. as there has been an un- used and even with the expansion of 
prcccdcnted increase in the borrowings credit for priority purposes banks could 

of member banks from the central bank- invest sizable amounts in government 

ing institution. These transactions have securities. These investments have been 

touched a new high level of Rs 215.52 useful in the past few weeks as apart 

trores during the week ended February from the fresh growth in deposits of 

13. an increase of Rs 55.69 crorcs Rs 147 crorcs there has been disinvest- 

over the figure for February 6. This big ment of securities for over Rs 80 crorcs. 

rise after the heavy month-early dis- Money market commentators have been 

bursements is somewhat unexpected pointing out that banks have been 

and many uncharitable suggestions have liquidating heavily securities without 

been made that during the brief period, taking into consideration the fact that 

when the fourteen major hanks were 
denationalised, some unhealthy trends 


there were eariier purchases which re¬ 
sulted in the liquiduy ratio bPing main¬ 
tained at a level much hij^h^ than the 
statutor); minimum. Even so with a 
compulsion to invest additional amouiits 
out of fresh deposits borrowings from 
the Reserve Bank have been heavy and 
the bankers are of the feeling that 
a further increase in advances can be 
(iflectcd only with fresh borrowings 
from the wntral hanking institution as 
new additions to deposits may not be 
impressive. 

What exactly will be the extent of 
demand till the end of March is any¬ 
body’s guess. But having regard to the 
fact that heavy tax payments, a further 
rise in sugar stocks and larger arrivals 
of raw cotton may bring about a fresh 
rise in advances by over Rs 120 crores 
(which wa.s the order of expansion in 
two weeks ending March 14, 1969) 
during the fortnight ending March 13, 
1970, the Reserve Bank’s policy cannot 
be said to be quite helpful. Mr L. K. 
Iha has admitted that there has been a 
higher level of economic activity, a 
continuing accumulation of sugar stocks 
and expansion of credit for priority 
purposes under the new policy initiated 
by the government. 

It should be said that the policy of 
deliberate extension of credit facilities 
to borrowers in the agricultural sector 
and small-scale industries and the new 
policy directing member banks to raise 
the liquidity ratio by one per cent have 
exaggerated the situation in the money 
market. When the increase in advances 
of this type may be over Rs 100 crores 
and a higher liquidity ratio will be im¬ 
mobilising additionally about Rs 50 
crorcs, it may well be argued that in the 
absence of the.se special factors borrow¬ 
ings from the central banking institu¬ 
tion would have been only about Rs 65 


have emerged and new loans have been 
granted indiscriminately. 

Nothing can be farther from the truth 
as there cannot be such a big injection 
of credit without proper procedures and 
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an aggressive demand for funds. It is 
also overlooked that a good part of the 
increase in borrowings was exceptional 
as the scheduled commercial banks had 
to comply with the directive of the Re¬ 
serve Bank to raise the liquidity ratio 
by one per cent. In the last busy season 
though resourees were ample and the 
Reserve Bank provided liberal credit 
facilities advances increased at a rate 
much slower than expected and during 
the week ended. February 14, 1970, 
boitpyvings of the scheduled commer¬ 
cial banks amounted to only Rs 107.25 
crores. In the current buw. season ad¬ 
vances have.risen by over 1^ 300 crores 


At its annual meeting the Federation of 
Indian Chambers of Commerce and Industry 
passed a resolution inviting the attention of tlte 
Government to the need for making an early 
declaration of their policy in respect of (among 
other things) “the measure and extent of pro¬ 
tection to be extended aqainst internal and ex¬ 
ternal competition to Indian industries both in 
existence and those that majj be started here¬ 
after". An aspect of competition arising from 
non-Indian industries already within the coun¬ 
try and from new foreign enterprises which 
may be established hereafter has been dealt 
with in the previous article. We are here con¬ 
cerned with the question of the kind of protec¬ 
tion which Indian industry will require imtne* 
diately after the war and the type of authority 


which should be set up to recommend such pro¬ 
tection. Already and even before the war has 
endedt industry is permitted, thanks to a lack 
of a unified policy, to face the unfair competi¬ 
tion from imports of consumer’s goods which 
the Government is itself arranging for without 
reference to the interests of and effects on local 
production. If wlien the war ends tlie country 
has no clear policy in respect of protection of 
those industries which have grown up during 
the war and which may have strong survival 
value, there would be nothing left for protec¬ 
tion; because by the time Government chooses 
io act, they would already have suocum^d. 
Hence the urgency of immediate enunciation 
of policy. 
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crorcs, much below the level for the 
corresponding period of last year fRs 
107,25 crorcs). Some adjustments have 
of course to be made for thcfVelease of 
fluids as a result of lower advances for 
procurement purposes for about Rs 
40 crores. 

It may well be asked whether a diffi¬ 
cult situation had not been brought 
about by a deliberate canalising of 
funds in some directions and that as a 
result of the financing of procurement 
operations the grant of loans to borrow¬ 
ers in the agricultural sector and small- 
scale industries and larger investments in 
government securities, the convention¬ 
al borrowers arc now being denied even 
their usual facilities. With a fast growth 
of deposits and a vStable level of prices 
it was expected, apparently, that there 
would not really be any need for ration¬ 
ing credit and with the opening of 
branches in unbanked iireas, the dis¬ 
pensation of credit to new class of 
borrowers may by itself lead to the gene¬ 
ration of fresh deposits. 

This process, however, will take some 
time as in the earlier stages funds will 
be going out of the system though here 
again it may be pointed out that, except 
where cash payments are involved in the 
shape of wages or other items, purchases 
of agricultural inputs, tractors and im¬ 
plements should be reflected in a reduc¬ 
tion in inventories of others and the net 
strain should not be severely felt. With 
a rising level of production there may 
be some neutralising factors. But it 
can be safely expected that in the forth¬ 
coming slack season there will be a re¬ 
turn of funds from many directions be¬ 
sides a record growth of deposits so 
that the excesses in credit expansion, 
if they can be so called, can be easily 
corrected. 

it is not, therefore, right for the mone¬ 
tary authorities to overlook ihc realities 
of the situation and adopt orthodox 
measures for curbing credit only in some 
directions. Such a move might have a 
discouraging effect on production and 
accentuate inflationary pressures. 
It has to be remembered that apart from 
the larger purchasing power for the agri¬ 
cultural income groups by itself being 
responsible for new demands of consum¬ 
er and durable goods the loans granted 
to small borrowers, if they are applied 
for the intended purposes, will lead to 
a bigger offtake of diesel engines, trac¬ 
tors, pumpsets, electric motors, fertili¬ 
zers, pesticides, high-yielding seeds and 
other items. There will be no ditUculty 
in getting fertilizers or pesticides for 
some time as there are heavy stocks on 
hand. The output of other items, how¬ 
ever, will have to be stimulated if the 
new policy of liberal cnjdit expansion 
and larger expenditure on Plan schemes 
is to be successful and is not to 
result in a repetition of the happenings 
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of the earlier years of the third Plan 
period. It may not be correct to make a 
comparison between conditions which 
are fundamentally dissimilar; but the 
continuance of the green revolution for 
three seasons in succession clearly shows 
that the capacity of the economy for 
Absorbing a rising volume of goods and 
services has considerably improved and 
apart from utilising fully the existing 
capacity of industries there will have to 
be special plans for creating new capa¬ 
city in particular directions. 

The Reserve Bank has therefore a 
duty to allow free play to the new cons¬ 
tructive forces and a policy of over¬ 
loaning of funds, as was done in Japan 
a decade and a half back, may have to 
be followed if the rate of economic 
growth has to be raised to six per cent 
annually and even higher. Any attempt 
to restrict refinance facilities will only 
result in unmanageable bottleneck and 
create confusion besides giving a temp- 


Thi clouds that had gathered over the 
centuries-old relations between Iran and 
our country in the mid-sixties, especia- 
ally at the time of the Indo-Pakistan 
conflict in 1965, are fast dissolving. A 
thaw had been created by the Iranian 
decision to collaborate in the setting up 
of the Madras oil refinery and a fertili¬ 
zer plant adjoining this refinery. Subse¬ 
quently, the visits of Mr Morarji Desai, 
Mr Asoka Mehta, Mr Dinesh Singh, 
Mr K.C. Pant and exchange of visits by 
other Indian and Iranian government 
leaders and officials helped improve 
these relations. Early last year, the 
state visit of the Shahenshah of Iran 
to this country further contributed to 
this wholesome trend. A big boost to 
the restoration of cordiality in the rela¬ 
tions between the two countries can be 
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tation to banktitg ihstitiktions to raise 
interest rates. Already the rate on ad^ 
vances against cotton and biis^ds has 
been jacked up to a mitiimuih of 10 per 
cent while the same rale is also benig 
charged for discounting hundis. Whe¬ 
ther higher rates could be dictated hy 
the banks when granting fresh credits 
in the next few weeks remains to be 
seen. If the situation can somehow be 
managed till the end of April and there 
is again a successful agricultural sea¬ 
son in 1970-71 the adjustments to a 
higher level of banking activity and 
competing demands for limited resour¬ 
ces could be easily brought about No 
useful purpose would be served by ex¬ 
aggerating the developments in the past 
few weeks though credit will have to be 
restricted against commodities in short 
supply. The Reserve Bank has to live 
up to its new role and an integrated 
approach should be adopted so that no 
section of the borrowing community is 
unduly penalised. 


expected as a result of the deliberations 
of the second meeting of the Joint Indo- 
Iran Commission for Economic, Trade 
and Technical Collaboration which was 
held here from February 14 to 16. 

Two agreements have been approved 
at this meeting. Under one we will be 
importing from Iran sizable quantities 
of liquid ammonia, phosphoric acid 
and sulphur. The imports of ammonia 
and phosphoric acid will start in 1972 
and will be spread over a period of 
seven years, the quantities involved 
being one million tonnes of ammonia 
and 450,000 tonnes of phosphoric acid. 
As regards sulphur, wc will import bet¬ 
ween 70,000 and 120,000 tonnes of this 
commodity during the current calendar 
year. Next year these imports will be 
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!wiGw^' tTbjB&Q ton^. ^ 

I^K^r .tmter or Mvu’ i 9 ««iatltieB of 
jidijl^iir: wSI be acfotisted fwr 

tiie jiibseftieBt five yean. Under the 
<}tber ettoemeeti; Irani has ptomised to 
pDtebase from our couqt^ 492 railway 
Wi^^s ^iiiunedlatdly. PoUotnag an 
astisnaiiBt of the reqnirements of 
Inmiim railways and the possibilities 
of setfiott up production facilities in 
Ifan’itseff» Anther quantities of wapon 
imports b)i Iran Cpei^n^ the establi^ 
mient of production ihcilities there) may 
be negotiated in not-too^listant a 
future^ ' 

On the face of it, the above under¬ 
standing is weighted heavily in favour 
of Iran. It wilT accentuate further the 
unfavourable trade balance we are 
havii^ with it on account of large im¬ 
ports by us of crude oil. But a signi¬ 
ficant principle has been approved at 
the joint commission’s meeting: this is 
that the additional trade between the 
two countries will be by and large ba¬ 
lanced. This should indicate that Iran 
will make further efforts to identify 
commodities which it can import from 
us to balance, over a period of time, 
the exports it will be making to us. 
At the joint commission’s meeti^, it 
pressed for our exporting to it sizable 
quantities of billets, structurals and 
joists for a period of five years. Bat 
the proposal could not be accepted be¬ 
cause of our difficulties in stepping up 
the production of these products. So 
search has got to be made to identify 
some other commodities which we have 
in surplus and which Iran needs. Possi¬ 
bly the answer will be Iran importing 
various engineoing products such 
tools, textile maemnery spares, auto¬ 
motive parts, etc., from this country. 

But a far more important outcome of 
the joint commission’s meeting than 
the above tWo agreements is the inclina¬ 
tion shown by Iran to have our collabo¬ 
ration m joint ventures tiiere. Several 
areas of oollaboratiiHi have already been 
identified. These include manuwture 
of railway equipment, liquid ammonia, 
spong iron, drugs and pnarotaceuticals 
and slag oemeiit, and the eriablisbment 
of agriculture and forest based indus¬ 
tries; Aarifitance is already being pro¬ 
vided us ill the development of small- 
scale. industries in Iran. We are in a 
position to undertake turnkey jobs in 
several other uadustries also, we can 
as wrildfita’technical services hnd equip¬ 
ment for tte devdopnent of road 
transpoit in' Irim and brnnessiim of its 
watw.pcwer txnooroes tiiere. if some 
of these oowbdiatkmB materialise, tlie 
ecoht^Dtibtloke^eratid^ 
oar;;dditfib^' 

sideimi^. Tliepossibilttimca& alsobe 
oiqfioired of A oi^paitile odinbotatkm 
maom ditf ooaatry, Inm and a third 
devcl^Md iooniilty .nsider which pert 
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of the ^machinery and eqtd^Btenf. 
ped^y tiie lem sodiisticamd and le- 
bouomtensiye items, reqtihed by in¬ 
dustries to be set up in Iran ban ;be had 
Aomhere. > 

Another «imi^ot field in which the 
joint commission showed special inte¬ 
rest was the development of transit 
traffic. It ai^Moved the joint traffic 
survey for tlm improvement and better 
utilisation of the existing f^iities and 
derired tiuit long-term possilMlities may 
be studied more comprdumsively by 
the two Sides so that at the next meeting 
of the commission, to be held in October 
this year, concrete and feasible deci¬ 
sions could be takmi in regard to further 
work In this field. The opening of a land 
or sea-ciun-land route (in case it is not 
possible to persuade Pakistan join 
this scheme) through Iran can give a 
fillip to our trade with Europe, for after 

GoadwHI 


Hioh-fowered delegations from the 
United Kingdom and West Germany 
have visited our country in recent weeks 
and they have all been highly impressed 
with the economic progress achieved 
by us so far. What is more, both the 
UK and West Germany have shown 
keen interest in hastening the pace of 
economic co-operation with our coun¬ 
try. Sir Norman Kipping, one of the 
foremost leaders of British industry who 
participated in the three-day Indo- 
British technological meeting in the 
capital, went so far as to say that 
our country had something to give 
to the UK. Mrs Judith Hart, Bri¬ 
tish Minister of Overseas Develop¬ 
ment, who signed two agreements in 
the capital providing further aid to our 
country ecmivalent to Rs 18.36 crores, 
remarked mat among otiier things she 
would examine if there were any ways 
in which the UK could help this 
country's agricultural, and particularly, 
nural development. Mr Walter Scheel, 
Foreign Minister of the Federal Re¬ 
public of Germany, "paid tribute to 
India’s rapid progress", according to 
the joint communique issued at the 
end of his tour of our country. Earlier 
the Abs mission had shown enthu¬ 
siasm for increased collaborative efforts 
between German and Indian business 
firms provided some of the bureaucratic 
irritants were removed by the Oovern- 
nmnt of India. 

The technological group which dis¬ 
cussed foe iips which existed in bur 
induatiieB in ic^ttion to technbfofiy as 
ns productitHi, pointed out tiiat 
some of the tadinn oompuaw which 
had been set 19 in ctdlabontioit witii 
Brit^fil»l-«Dd included tnffiis )|^p 
an jbitcarhationnl Computm ltd uCL), 
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ti» closure of tiie &iex CniM4> tliuf 
has to be carried cat vm the hnqii rbwte. 
around the Cape of Good Hope, in-, 
vedviag a good deal of additional 
freight. 

Given continued goodwill on die ^rt 
of both our government and Iran, tfm 
joint commission's deliberations can 
open a new chapter in the relations bet¬ 
ween the two countries. To a veiy 
great extent tiu economies of this 
country and Iran are complementary to 
each other. If these bilateral attempts, 
along with the efforts at regional co¬ 
operation under the aegis of the ECAFE, 
are successful, both me countries can 
benefit tremendously. India is a natural 
market for the vast petroleum 
and natural gas resources of Iran. Iran 
can draw upon our industrial growtii 
and technical services for its own 
development. 

Galore 


Hindustan Lever and Lucas TVS—have 
improved upon the technical know¬ 
how received from the parent companies 
and have acquired expertise which they 
could share with them (tiie parent 
companies). According to Sir Norman 
Kipping, tiiis could be made possi¬ 
ble only through the liberalisation. of 
the policies of the Government of 
India in relation to sate and purchase 
of technical know-how. He dilated 
upon the differences in the policies pur¬ 
sued by the UK, Japan and our country 
in this regard. In Britain, he said, the 
import of technology and the terms 
governing any such agreement are left 
to the company concerned and the go¬ 
vernment does not come into the pic¬ 
ture St all. In Japan, the individual 
companies enjoy great freedom regard- 
ding collaborations with foreign firms 
iuid the government disallows only those 
agreembnts which in its view are detri¬ 
mental to national interests. Only in 
our counti^, the government had 
down certain norms for all cases and 
agreements had to be within their 
bounds. This was, according to Sir 
Kipping, not conducive to increased 
technical and financial collaboration 
between the two countries. 

One of the fields in vritich there was 
scope for immediate co-operation, re¬ 
lated to tile manufacture of tools and 
jigs in which British firms had acquired 
specialised techniques of . manufac¬ 
ture. Collaboratiop between Indian and 
British firms ih fiSis industiy could be 
usefol for ou^ industry, aocordtog to 
Sir Kiming. The co<ojperation bei^ 
ween tiie two ccqintiries could also be 
extended so as to estalffish induririd 
„ units in fiord countries, e^peeidly 
' in south-east Asian countries. Again, 
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some of the British firms vfhich hod en¬ 
tered into collaboration agfeements with 
Indian comi>anie8 have stopped the 
manufacture of some of the products 
and have asked their collaborators to« 
export them to the markets which were 
hitherto held by the British firms; 
a part of the increase in our export of 
non-traditional goods in recent months 
is reported to be due to this reason. 

In her 14-day tour of our country, 
Mrs Judith Hart, the British Minister 
of Overseas Development, acquired 
“firm understanding of our diverse 
needs, especially those of foreign ex¬ 
change. She said at a press conf^ence 
in New Delhi on February 11, that 
Britain had aimed at increasing multi¬ 
lateral aid from 11 per cent to 15 per 
cent of the total aid in a year in view 
of the demand of the developing count¬ 
ries for such aid even though she was 
of the view that bilateral aid could be 
used much faster than multilateral 
aid. 

The UK government has facilitated 
the implementation of the fourth five- 
year Plan projects by indicating that in 
the next four years the United Kingdom 
would provide project aid at the current 
level of £13 million a year. This is a 
gesture of goodwill which is highly 
appreciated by the Government of 
India. The upshot of Mrs Hart’s dis¬ 
cussions with government officials as 
well as private businessmen and in¬ 
dustrialists was that there was consider¬ 
able scope for a two-way exchange bet¬ 
ween the two countries especially in 
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regard to reseatoh and devel0|HBent in 
industry. 

Mr Walter Schoet’s visit was equally 
fruitful in the sense it became, ddar 

tlmt the West German government Was 
willing to assist tips country in the 
establishment of industrial units in the 
priority sector, bidicatians Iteve been 
given that West Germany will provide 
credit and technical assistance for the 
completion of at least two fertilizer 
plants in the next four years. The 
West German private firms have also 
shown willingness in the ettablish- 
ment of joint ventores in third count¬ 
ries. This is a happy development be¬ 
cause the exports of machinery from 
our country can be increased by joining 
hands with some of the well-known 
West German firms. 

The way for Mr Walter Scheel’s fruit¬ 
ful discussions in the capital had been 
paved by the Abs mission which had 
already reported to the government in 
West Germany. The recovery in in¬ 
dustrial production in our country 
with the disappearance of the recession 
and agricultural prosperity accompany¬ 
ing the “green revolution" seem to have 
left a good impression on both the Abs 
mission and Mr Walter Scheel. 

According to newspaper reports, 
the West German Foreign Minister is 
also reported to have offered West 
German co-operation in expanding the 
Rourkela steel plant up to five million 
tonnes capacity; The only disconcerting 
element in Indo^German relations has 
been the large unfavourable trade gap 



ynars. Various efforts inade hi’ndwt. 
yenrs have brought forth wmie impreyW' 
matt but only df limited value with ^ 
result that the trade gap doee not show 
any significaat tigos o? teduetipn. It 
is a good sign that industrialists iii 
couhtry agi^ to the suggcstidh 
by the Abs misrion djat aocent shdiiild 
be put on qu&lity control and for this 
purpose German ei^neers mid inspeo' 
tors could supervise the prodiicticn df 
goods for export to West Gernpuiy. 
If the confidence of the Gennan buyer 
coo be had through such ini^iectioin, 
it is indeed small price for promoting 
our Exports. It is not that toe nmna- 
factuiers ia our country are not vdUiiig 
to provide quality goods at competitive 
prices and to honour their commit¬ 
ments according to the agreed sdhedufe 
of timings; their main handicap is that 
they do not know the types of goods 
which will sell in West Gmmany. Oiily 
in recent months some engineering 
goods have entered the West German 
market but their total value in a year 
is a small fraction of the gap in trade. 
The hint was droi^ied by Mr Walter 
Scheel that West Germany Would main¬ 
tain the level of assistance to oUr 
country at the same level as in the current 
year. 

Ail in all, the visits of foreign digni¬ 
taries from these two friendly countries 
have strengthened the bonds between 
our country and theirs and efforts are 
likely to be intensified for increased 
trade and aid relations which should 
be of mutual benefit. 
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implications of the ^Banking* 
Judgment 

DR A* APPADORAI 


The judgment of the Supreme Court 
on the Act nationalizing banks, deli¬ 
vered on February 10, is essentially a 
legal decision; it is, however, bound to 
have important political implications, 
in particular, through the clarification 
of the concept of law with reference to 
fundamental rights. 

I said, essentially, the Court's decision 
is a legal decision. What the judges said 
was that the petitions which challenged 
the Banking Companies (Acquisition 
and Transfer of Undertakings) Act of 
1969 were allowed and they declared 
that the Act referred to above is invalid 
for the following reasons:— 

(i) It makes hostile discrimination 
against the fourteen acquired banks in 
that it prohibits these banks from 
carrying on banking business whereas 
other banks—Indian and foreign—arc 
permitted to carry on banking business, 
and even new banks may be formed 
which may engage in banking business. 
It may be recalled that Article 14 of the 
Constitution says that the state shall not 
deny to any person equality before the 
law or the equal protection of the laws 
within the territory of India. “The 
petitioner” is on firm ground, the court 
held, in contending that when after 
acquiring the assets, undertakings, orga¬ 
nisation, goodwill and the names of the 
named banks they are prohibited from 
carrying on banking business, whereas 
other banks — Indian as well as foreign 
—are permitted to carry on banking 
business a flagrantly hostile discrimina¬ 
tion is practised. Section 15 (2) of the 
Act which by the clearest implication 
prohibits the named banks from carry¬ 
ing on banking business is, therefore, 
liable to be struck down.” 

Restricting Factors 

Further, while in theory the Act 
permitted the fourteen banks to carry 
on business other than banking busi¬ 
ness, “no attempt is made to support 
the Act which, while theoretically de¬ 
claring the right of the named banks to 
carry on non-banking business, makes 
it impossible for the banks to carry on 
any business”, for compensation was 
paid in such a form that it was not 
immediately available for restarting any 
business, and th(nt buildings, staff, 
furniture and the entire organization 
nway; the dTect of these two 


restricting factors was that, for all 
practical purposes, the banks could not 
carry on even non-banking business. 

00 The Act violated the guarantee of 
compensation provided for under Arti¬ 
cle 31 (2) of the Constitution. The 
Article stipulates that “no property shall 
be compulsorily acquired or requisi¬ 
tioned save for a public purpose and 
save by authority of a law which pro¬ 
vides for compensation for the properly 
so acquired or requisitioned and either 
fixes the amount of the compensation 
or specifics the principles on which, and 
the manner in which, the compensation 
is to be determined and given; and no 
such law shall be called in question in 
any court on the ground that the com¬ 
pensation provided by that law is not 
adequate.” 

Government's Prerogative 

It is interesting that the judges do not 
question the part of the Article which 
says that “no such law shall be called 
in question on the ground that the com¬ 
pensation provided by that law is not 
adequate"; their finding is that the Act 
provides for giving certain amounts 
determined according to principles 
which are not relevant in the determina¬ 
tion of compensation of the undertaking 
of the named banks and by the method 
prescribed the amounts so declared 
cannot be regarded as compensation. 
“We are unable to hold”, they wrote,” 
“that a principle specified by Parliament 
for determining compensation of the 
property to be acquired is conclusive, 
if that view be accepted, Parliament will 
be invested with a character of arbi¬ 
trariness and by abuse of legislative 
process, the constitutional guarantee of 
the right to compensation may be 
severely impaired. The principle speci¬ 
fied must be appropriate to the determi¬ 
nation of compensation for the parti¬ 
cular class of property sought to be ac¬ 
quired. If several principles are appro¬ 
priate and one is selected for determi¬ 
nation of the value of the property to 
be acquired, selection of that principle 
to the exclusion of other principles is 
not open to challenge, for the selection 
must be left to the wisdom of Parlia¬ 
ment,” 

These legal lacunae pointed out by the 
eminent judges, it is interesting to note, 
have now been sought to be filled by the 


Ordinance promulgated on 14 February, 
and in particular by drastically revising 
the quantum and the method of com¬ 
pensation now payable. The total 
quantum of compensation has been in¬ 
creased by over a third, and a part of 
the compensation, if preferred in cash, 
is immediately available. The ‘^hostile 
discrimination” pointed out by the 
judges discernible in the Act in thus 
attempted to be done away with. 

The political implications of the 
judgment are, in my view, fourfold: 
The principle of the Rule of Law, re- 
afi[irmation of the proper sphere of the 
judiciary, the relation of law to funda¬ 
mental rights and the work of the Prime 
Minister. Each of these needs elabo¬ 
ration ;— 

(ij The principle of the rule of knv: 
A study of the political comments on 
the Supreme Court’s historic decision 
makes sad reading in that most of these 
comments miss the substance of the 
Court’s decision. Thus one Minister 
is reported to have said “that serious 
note must be taken of the consequences 
of the judgment on the aspirations of 
the people”. Two Members of Parlia¬ 
ment, Mr Arjun Arora and Mr K, D. 
Malaviya, in a joint statement, said that 
the Supreme Court's Judgment had 
caused widespread disappointment to 
the people and the only alternative 
for Parliament was to remove the right 
to properly from the Constitution. Yet 
another Member of Parliament, Mr 
Mohan Dharia, thought that the Sup¬ 
reme Court verdict was a “major set¬ 
back” and added that he was convinced 
that “as long as the right to property 
remains a fundamental right in our 
Constitution, it will never be possible 
for any government to implement 
socialistic measures”. 

Basic Nature 

Most of these comments ignore the 
basic nature of the Supreme Court’s 
decision. That decision is in essence 
the assertion of the Rule of law. A 
law made in haste may in effect not be 
true law, in accordance with the various 
provisions of the Constitution; it is the 
judges’ duty to assert the supremacy of 
‘law’ by examining the legality of what 
purports to be law. In fact the court 
deserves our appreciation for discharg¬ 
ing its professional duty with “dignity, 
courage and erudition”; in so doing it 
has reasserted the importance of the 
rule of law as an element of democracy. 
It may be added that the brilliant argu¬ 
ments of the counsel for the petitioner,. 
Mr Palkhivala, helped to bring out the 
implications of the ‘law’. 

(ii) Reaffirmation of the proper sphere 
of the fuamary: It is a time-honour^ 
dictum that the sphere of the Court 
is in terms of “art, not of philosophy”,, 
i.e. the Court's duty is to interpret a law,. 
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j.e, to dissect the meaning of words in 
a statute to sec whether t^cy conform 
to the Constitution, and not to make 
pronouncements on the desirability 
or otherwise of the policy given effect 
to by the statute. In classic words^ tin? 
Court has restated this principle: 

This court has the power to strike 
down a law on the ground of want of 
authority, but the court will not sit 
in apj^al over the policy of Parlia¬ 
ment in enacting a law. The court 
cannot find fault with the Act merely 
on the ground that it is inadvisable 
to take over the undertaking of banks 
which, it is said by the petitioner, 
by thrift and efficient management 
had set up an impressive and efficient 
business organisation serving large 
sectors of industry. 

Jurisdiction of the Court 

Again, in another part of the judg¬ 
ment it lays down a dictum which also 
enables the Court to steer clear of poli¬ 
tics. “It is not the object of the autho¬ 
rity making the law impairing the right 
of a citizen, nor the form of action taken 
that determines the protection he can 
claim: It is the effect of the law and of 
the action upon the right which at¬ 
tracts the jurisdiction of the Court to 
grant relief. If this be the true view, 
and we think it is, in determining the 
impact of state action upon constitu¬ 
tional guarantees which are fundamental, 
it follows that the extent of protection 
against impairment of a fundamental 
right is determined not by the object of 
the legislature nor by the form of the 
action but by its direct operation upon 
the individuars rights.’* 

(iiO The relation of law to Junda^ 
mental rights: The expression iaw’, 
declare the judges, means a law which is 
within the competence of the legislature 
and does not impair the guarantee of 
the rights in Part III. Starting from this 
premise, the learned judges refuse to 
accept the theory so far developed in 
judicial pronouncements that certain 
Articles of the Constitution enact a code 
dealing exclusively with matters dealt 
with therein, and the protection which 
an aggrieved person may claim is cir¬ 
cumscribed by the object of the state ac¬ 
tion. In their Lordships" view, "'the as¬ 
sumption in A.K. Gopalan’s case that 
certain articles in the Constitution ex¬ 
clusively deal with specific matters and 
in determining whether there is infri¬ 
ngement of the individual’s guaranteed 
rights, the object and the form of the 
state action alone need be considered, 
and effect of the laws on fundamental 
rights of the individuals in general will 
be ignored cannot be accepted as correct. 
We hold that the validity of ‘law’ which 
authorises deprivation of property and 
a ‘law’ which authorises compulsory 
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acquisition of property for a public 
purpose must be adjudged by the appli¬ 
cation of the same tests."* The inter¬ 
pretation of various parts of the Consti¬ 
tution in their effect on fundamental 
rights is stressed-^with far-reachiitg 
implications on the preservation of the 
rights guaranteed to the individual by 
the Constitution. 

(iv) The work of the Prime Minister: 
The need felt by the government for 
enacting a rc-nationalizalion ordinance 
brings out the importance of a working 
principle which I have earlier stressed 
in these columns. It is not advisable 
even for the most hard-working Prime 
Minister to be in charge of any ministry. 

Sinning Against 


March 

let filone a heavy ooe such as the Fi^ 
nance. Our Prime Minister has $o 
much to do—to keep herself ipformed 
of national and international alfairs, 
to keep in touch with thn people, to 
maintain the unity of thf ijarty, to co¬ 
ordinate the work of all ministries and 
to be present in Parliament when it is 
in session—that it would be difficult to 
do justice to the heavy work involved 
in presiding over any one, Ministry. 
The press has correctly pointed out that 
the LTC nationalization law was not 
questioned in the Court; the Prime 
Minister, as Finance Minister, had 
obviously no time to devote to those 
essentials in a Bill which ought to be 
looked into. 

Industrial Growth 


R- V. MURtHY 


Now THAT the new licensing policy has 
at last been announced, it is worth 
examining how it would affect the big 
industrial houses or foreign collabora¬ 
tion which mostly goes with industrial 
ventures undertaken by these industrial 
houses. 

What the new licensing policy has 
done is not only to further restrict the 
activities of the 20 larger industrial 
houses, but also to enlarge the ambit of 
the public sector even beyond the core 
sector, i.c., basic, strategic and critical 
industries. Hitherto, the private sector 
had at least one field where it could carry 
on its own without fear of any en¬ 
croachment from the public sector. 
As a result of the new policy, however, 
whereas industries in schedule A of the 
Industrial Policy Resolution arc wholly 
jcservcd for the public sector, the big 
industrial houses have not only to com¬ 
pete with the public sector in core 
industries but also to refrain from the 
middle sector and, what is more, subject 
themselves to licensing provisions in 
every case. It is small consolation to 
these houses that, in respect of middle 
sector industries under their control, 
they would be allowed to expand to 
economic levels of production (the 
term “economic level'’ is so vague; 
besides, the concept of “economic 
level” goes on varying so fast). This is 
only a half-hearted recognition of the 
economies of scale, especially in these 
days when the new international eco¬ 
nomy is so dominated by size and tech¬ 
nology, as witness the vision of Servan- 
Schriber in his bdst-seller The American 
Challenge* 

A timely note of caution about the 
effect of restrictions on the growth of 
the bigger houses was sounded by Mr 
V.G. Rajadhyaksha, the new Presi¬ 
dent of the Bombay Chamber of Com¬ 
merce and Industry at the last annua] 


general meeting of that body. He re¬ 
ferred to a recent survey to draw atten¬ 
tion to what would happen if a dozen of 
the largest companies belonging to the 
Bombay Chamber and operating in a 
wide range of industries were pegged at 
their current levels of production. “All 
of these companies,” he said, “would 
move from being a moderately profit¬ 
able position today into a loss posi¬ 
tion within three to seven years, assum¬ 
ing selling prices could not be raised, 
as is often the case on account of con¬ 
trols or competition, and allosving for 
overheads and other costs, over which 
little or no control is possible”.. He 
also made the imfwrtanl point that 
“as long as restrictions are placed on 
the growth of the larger business houses, 
both Indian and foreign controlled, the 
stamina and resources required tc over¬ 
come the practical difficulties, high cost 
and long gestation period of opening up 
the backward areas will be hard to find”. 
In other words, such a restrictive policy 
would defeat the national objective of 
removing regional imbalances. Accor¬ 
dingly he appealed to the Maharashtra 
government (this was, of course, before 
the new policy was announced) “to 
use their considerable influence on the 
policy-makers of the central govern¬ 
ment to see that the many large and 
reputable business houses (which 
this state nurtures) are not allowed to 
wither. 

One disturtm^ feature of the new 
industrial licensing policy is that it 
permits the public financial institutions 
to exercise the option for converting 
loans and debentures into equity in 
respect of all future assistance and also 
in regard to past loans and debentures 
in cases of default. As Mr Babubhai 
M.. Cbinai, MP, observed in a press 
note, “this may prove a deterrent U> 
foreign ooUaboratiom” and tyhatever 
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Th# H22 }s a high speed, precision lathe. 

bulH the design of Oertikon of Switzer- 

laimi, and styled to be one of the finest 

lathes In the world. 

ftead Us valuable features: 

Bed of heavy duty meehanite casting 
designed for maximum rigidity. By 
means of an ingenious design, it offers 
the accuracy of a straight bed and the 
versatility of a gap bed. 

41 Saddle carried on fully protected guide* 
ways. 

# Cross slide extends the full width of the 
saddle. 

m Apron with removable cover permits 
adjustments without removing apron 
sssembty. 

m High power 12.$ H.P. for heavy stock 
ramojMit at the rate of 264 cu. cm./ 
mht, -*• 16 cu. Inch/mln. 

# Headaioek eentrelly mot4nted on e pyre* 
mid type layout for maximum rigidity. 

# . Stoetd saleotion leveis mountad on top 
«the heodetoek (dtfmlnaticig leakage of 
oH) to aelecl apeeds from 46 —2000 rpm. 

# A pair of coupled lovora to glva two 
spindle speeds lor retighlnp and finish. 


ing through two separate multiple disc 
clutches. 

Clutches easily engaged with the help of 
hydraulic booster. 

Feed gearbox, totally enclosed, selects 
48 different feeds. An extended range of 
standard thread gauges can be cut 
without using change wheels. 

Lead screw of stress relieved steel, 
thread whirled and finished on speciel 
thrbad grinding machine equipped with 
pitch correcting device under tempera¬ 
ture controlled conditions, have high 
surface finish to ansurs long life. 

Quick thrasd cutting, since split nut 
need not be distngsged, Instead lead 
screw if reversed through the dutch. 

Toot poet of cast steel designed and 
positioned to withstand the high 
stresees involved In high speed turning 
of unique design for multiple present 
tooling. 

High speed thread cutting with carblda 
tippad loola posstbfa with iha usa of 
hydro<opylng attachment. 

AtttomeHc brooking In neutral popltlon. 
Swlfigd 550 mm* bvar natuml 06P* 


Backed by HMT 

H22 brings the solid support of the vaat 
HMT organisation behind you with eaey 
hire-purchase finance, quick after-sales 
service, ready spares, and the expert advice 
of HMT specialists on your tooling and 
production problems. 

HMT 1126: H22 can be built up to have a 
swing of 620 mm. This machine Is offered 
as H26. 

Remembar; Our ex-factory prices are the 
same for every one-.-public sector or 
private. 


For mote deterfs on M2?!2€ Jsthes^ conteet: 

mimisiia mmhnk toou UMim 

HMT P.O., Bangalor* SI 
Facteriet at; 

Banealart - Plnlore - Kalamasaary • Hytftrabad 
Showroema at; 

Naw Otlhi - Bombay - Calcutta - Madraa 
Salai Eneintsra at: 

Poona - fColhtpur - Ahmadabad • dabafput - Nagpur 
Jamahadpur - Cetmbatera - Vijayawada 
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export 

record 

k 

' An all time export record for a tyre 
company was achieved by Dunlop India 
in 1969 when its foreign exchange 
earnings reached the Rs. 2.80 crores mark. 

This was achieved by Dunlop with a 
concerted multipronged drive—developing 
the export of new products, expanding 
existing markets and opening up new 
ones. As many as 12 new countries were 
added to Dunlop's export list in 1969. 


Rs. 2.80 Crores 
Earned 
From 61 Countries- 
The Highest Ever 
By Any 

Tyre Company. 



Some Notable Achievements in 1969 

■ Only Indian company to export cycle tyres to the 
U.S.A. and aero tyres to Europe. 

■I Secured the largest single order (Rs. 54 lakhs) ever 
placed by the U.S.S.R. on any Indian tyre company. 

■I Record orders secured from Burma, Yugoslavia and 
United Arab Republic. 


Products Exported 

Aero tyres: tyres for esrthmoving 
equipment, trucks and buses, 
light trucks, cars and motor cycles; 
cycle tyres and rims; barrow 
tyres and wheels: rubber solution: 
adhesives: shock absorbers and 
automobile wheels. 



^ MmjLOP imuk 

^ —keepinz pace with Mds Export Mye 
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we may say> wc cannot afford to mini¬ 
mise the importance of foreign ooUabo- 
rationa whiSther they be ibr technical 
know-how, as we had to go in for to 
begin with, or for supplementary financ¬ 
es, as wc have been obliged to seek 
latterly^ thanks to the scarcity of foreign 
exchan^. It may not be out of plaw to 
refer 4ierc to two notable contributions 
recently made to public thinking on this 
subject, one by Mr H. V. R. lengar. 
Chairman of the E.I.D.-Parry group of 
companies, and the other by Mr H.M. 
Patel, a former Principal Finance Secre¬ 
tary to the Government of India, both 
of them distinguished civilians. Mr 
Tengar^s observations were made in the 
course of his inaugural address to the 
last annual general meeting of the 
Indian Machine Tools Manufacturers’ 
Association in Bombay, while Mr 
Patel’s formed the main theme of his 
lectures on “The role played by foreign 
collaboration agreements in the indus¬ 
trial development of India”, at the 
Sydenham College also in Bombay 
(Sydenham College Golden Jubilee 
Foundation Lectures). 


Significant Points 

Referring to the question of technical 
collaboration with foreign enterprises, 
Mr lengar briefly traced this country’s 
experience of borrowing of technology 
from foreign countries over the past 
several years and made out two signifi¬ 
cant points ; first that technological 
changes in the advanced countries are 
extremely rapid and it is the easiest 
thing in the world for us to be overtaken 
by obsolescence, and second, that we are 
a late starter, which wc cannot but rec¬ 
ognise. He went on: “Other countries 
have had a long lead over us and, dur¬ 
ing that time, have spent enormous sums 
of money in research and develop¬ 
ment. It scorns to me common sense that 
we should import the latest technology 
available from advanced countries and 
build on it rather than start virtually 
from scratch. In a desire to encourage 
local talent, 1 am afraid government 
have often fallen into the error of deny¬ 
ing to the country the fruits of import- 
ed technology, thereby enormously 
delaying projects and often leading to 
the utilisation of obsolescent technology. 
1 think a less rigid and dogmatic ap¬ 
proach is called for on the part of 
government.” 

In the course of his two lectures, Mr 
Patel selected three important yard¬ 
sticks for the evaluation of the role of 
foreign collaboration—-contribution to 
domestic resources, making available 
mote sppldsticated know-how and tech¬ 
niques atid contribution in pronioting 
exj^Tts. His considered conclusion was 
that, while the basic tenets of govern- 
ment^ policy in this sphere were sound 
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by and large, we have not been able to 
obtain all the advantages which we 
could- have legitimately expected to 
flow from such collaborations to deve¬ 
loping countries. But this is more be¬ 
cause of our own shortcomings than due 
to these collaborations as such* as Mr 
Patel himself pointed out. He was not 
averse to foreign collaborations, hoiv- 
cver, be it noted. What he insisted on 
was a realistic approach to foreign 
"collaborations so as to squeeze the best 
out of them, and, to be able to do this, 
he reminded his audience, wc should be 

A Profile 
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neither sensitive nor indiscriminate. 
“There is no scope”, be said, “either for 
unnecessary sensitiveness towards any 
ojffcr, or for indiscriminate acceptance 
of all the proposals for foreign coUabo- 
ration. After all, partnerships of every 
variety are for mutual benefit and 
foreign collaboration is no exception”. 
This warning comes a day not too soon, 
judging from our experience of collabo¬ 
ration agreements with some foreign 
countries in respect of a few of our basic 
industries such as fertilisers and heavy 
cnginCL'iing, 

of Progress 


BIRENORA KUMAR 


At the end of the Plan pause and resu¬ 
mption of planning process it would be 
worthwhile to have a look at the stan¬ 
dard of living of Indian people. This 
aspect of our development has received 
scanty notice so far. It is a common 
belief that the fruits of growth have 
not been equally shared and the living 
standards of the people have not shown 
any significant improvement. This 
article spotlights the gigantic task 
facing the country. In the midst of 
poverty the goal of socialism, still re¬ 
mains an illusory, distant dream. 
However, it may be pointed out that due 
to non-availabilility of sufficient data 
any attempt to determine the extent of 
poverty would be nothing more than a 
broad indicator of the problem. 

The increase in national and per capi¬ 
ta income and consumption provides 
the basic data for measuring the level 
of income of the people as “per capita 
consumption is a convenient overall 
measure of the standard of living.”.* 

Taking per capita income in 1966-67 
at 1960^61 prices, the average monthly 

•Report of the Committee on Distribution 
of Income and Levels of Living, Part 1 p. 5. 


per capita income comes to Rs 26 or 
RsO.87 per day. This is the all-India 
average, though there are wide 
regional disparities of income. The 
estimates of the per capita income 
of three states in 1964-65 are given 
below :— 

Rs 

Punjab 619 

Maharashtra .. 529 

Bihar .. 292 

The regional disparities in monthly 
and daily , incomes varies from Rs 51.6 
and 1.72 (highest) to Rs 24 and 0.81 
(lowest) respectively. It is important 
to noie that the regional disparities have 
widen :d in course of the three Plans. 
Between 1950-65 the difference bet¬ 
ween Punjab and Bihar has gone up 
from Rs 323 to Rs 328, between Ma¬ 
harashtra and UP from Rs 102 to 155, 
between Maharashtra and Kerala from 
Rs 69 to Rs 138. The facts clearly 
reveal that despite an overall increase 
in per capita income the disparities 
increased between developed and less 
developed states. This is a sad commen¬ 
tary on our planning efforts, and 


Table I 

NATIONAL INCOME. PER CAPITA INCOME AND NATIONAL GROWTH: 1960 TO 1966 


Conventional Estimate Revised Estimate 


1960-61 

1966-67 

1960-61 

1966-67 

At At 

At 

At 

At 

At 

At 

At 

current 48-49 

current 

48-49 

current 

4849 

current 

4849 

prices prices 

prices 

prices 

prices 

prices 

prices 

prices 


National Income (Rs 

Cx.) 

14140 

12730 

23120 

14950 

14189 

14190 

25621 

16760 

Per Capita Income (Rs) 

323-8 

293-8 

460 8 

298 0 

310 0 

310 0 

481-53 

3131 

Annual Grovvth Rate 
1960^ 

•• 

-- 



9 4 

3 0 

6 8 

0-3 


Soune: Economic Survey, 1967-6S. 
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becomes worse when looked in a broa¬ 
der international perspe^tve. The per 
capita incomes in 1965 in lfS$^ of some 
selected countries are given below :— 


West Germany 

15 m 

Japan 

696 * 

UK 

1451 

USA 

2893 

India 

89 

Pakistan 

87 

Ceylon 

129 


“The of living of the people as a 
whole is determined mostly by that part 
of the national income as is used direct 
ly for private consumption, to this 
should oe added that part of govern¬ 
ment expenditure which is devoted to 
education, care of health etc/’t 

The level of consumption can be asse¬ 
ssed by adjusting the saving and taxes 
in the per capita income. But this ge¬ 
neralised concept is of little relevance, as 
the level of consuniption of the different 
strata of society is unequal. Hence a 
study should be directed towards 
determining the consumption level of 
different fractile of population. In 
the past, several attempts have been 
made to measure the monthly or daily 
per capita expenditure of fractile popu¬ 
lation, and the results provides as a base 
for projecting the general trends. The 
relevant statistics as revealed in the 
studies of (a) National Sample Survey, 
17th Round; (b) NCAER’s sample 
surveys of urban and rural households 
in 196 ); and (c) Planning Commission's 
Working Group on Minimum Nati¬ 
onal Income, 1962, arc given in 
Tabic If. 

Depth of Disparity 

Although it is difficult for us to 
arrive at a definitive quantitative levels 
of living—in spite of the marginal dif¬ 
ferences which are inherent in such 
enquiries — it gives us an indica¬ 
tion of depth of disparities existing in 
the different strata of society. Accor¬ 
ding to NSS the top 20 per cent of our 
population accounts for 41.88 per cent 
Urban) of our income while the bottom 
20 per cent receives only 7.99 per cent 
of our total income. 

As the figure cover the period 1956-62 
it is imperative to readjust per capita 
monthly expenditure for the year 1965- 
66, (the last year of the third Plan). 
Taking Working Group’s estimates as 
the most ui>to-date and comprehensive 
we can devise two alternative methods 
for determining the levels of expenditure 
in 1965-66. 


*Jndiat Pocket Book of Economic In¬ 
formation, 1967 Pp. 176-7. 

tReport of Committee on Distribution 
of Income and Levels of Living, p, 5. 
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(1) By increasii^ tile per capita in¬ 
come with 1 - 7 per cent increase during 
the third Plan period), assuming cons¬ 
tant pattern of distribution and saving, 
or 

(2) By taking Planning Commission's 
estimates of per capita expenditure in 
1964-65 as the basis and distributing 
the same on different fractile in propor¬ 
tion to income distribution. 

To minimise the margin of error the 
average of the two can be taken as the 
tentative estimate of per capita monthly 
expenditure. The results are given 
in Table HI. 

In the present economic conditions it 


0-10 

3*33 

3*40 

10-20 

4-66 

49*94 

20-30 

5'67 

5*82 

30-40 

6*34 

6*69 

40-50 

7-44 

7*68 

50-60 

8-30 

8-61 

60-70 

10*21 

9*93 

70-80 

1217 

11*74 

80-90 

15*88 

14*42 

90-100 

26 00 

26*77 


hiMteh 6 * im 

is difficult to define minimum level of 
income for the coimtry as a whole. A 
well defined concept of national mini¬ 
mum is yet to emerge. A working group 
which reported to the Planning Ctomis- 
sion in 1962, had suggested that 
such a natiottd miniicnum should not 
be less than Rs 20 per capita per month, 
at 1960-61 prices, or Rs 100 per house¬ 
hold of five persons. This excludes 
provision of health and education. 
According to the same source a mini¬ 
mum of Rs 35 was required if health 
and education was included in it As 
these minimum levels were estimates 
for 1962, an upward revision is essential 
to bring it in conformity with the rise 
in price level. During 1961-66 the 
consumer price index increased by 35 


3*6 

4-5 

13*88 

10*67 

15*20 

4*5 

5*6 

16*61 

12*82 

17*90 

5*4 

6 6 

21 '94 

16*47 

20*80 

6*5 

7*7 

25*50 

18*79 

24*30 

81 

9*5 

27*68 

21 *25 

28*60 

10 3 

12-1 

35*65 

24*70 

34*60 

15*2 

16-4 

43*86 

29*95 

45 10 

42*4 

33 6 

88*76 

51*16 

n.k. 


Table 111 

Fractile Group 

Method (1) 

Method (2) 

Average 


Average 

Average 

of two 


monthly 

monthly 



expenditure 

expenditure 


0-10 

9 79 

7 60 

8-70 

10-20 

12*40 

11*70 

12»05 

20-30 

15*50 

14-40 

14-95 

30-40 

18*26 

16 00 

17-13 

40-50 

21*22 

17*71 

19-97 

50-60 

24*79 

2M0 

22-95 

60-70 

29*17 

30 00 

29 SO 

70-80 

35 39 

31 *20 


80-90 

46*00 

40 60 

43 30 

90-100 

90 SO* 

66*09 

78-11 


(1) Ha$e (7 on per cent (rounded) rate of per capita increase 194S-49 prices during ih© 

third Plan. - . ... - 

(2) Based on the total mthnates of per capita wcpenditiMfes 

fourth Plan. Material and Financial Balances 1964-76. p. 146) and apportioned on the bask of 
NSS ISth Round percentage of income distribution. 

*Sa.wd on N.S.S. Mth JK. 


Table II 


(InRs.) 


Fractile group of Share of Total Cons. Share of house in- Average Exp. per Average 
population NSS 15R come (pre-tax) month NSS 17R 60-61 monthly 

Na\ER per 

papita 
exp. W.G. 
‘62 


Urban Rural 


Urban Rural Urban Rural 


1- 3 

2- 7 


0 7 
3-3 


11'55 
10 04 


9 09 
8 09 


9 60 
12 16 
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NRC MYON YARN WEAYES A FABRIC 

OF SHEER BEAUTY It's the resplendent reign of Rayon. Rayon, 

the fabric that took this generation by storm. Soft as a cloud. Light as vapour 
and a dream to wearl Rayon Fabric. Created from NRC Rayon Yarn. 

M lUTIOlUL MYON GORPiHUinON LTD. 

Ewart House, Bruce Street, Fort, Eombay-1 BR. 
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Hownsin 

uuyBinr 

INJMMI 


Put your tonguo in your cho^i 
and fly your goods 
by Air>lndia. 

They roach in time 
for the first buyers 
for bigger yen. 

We offer discourits 
on bulk consignments 
and specific commodities. 

Say 'sayonara', to warehousing*' 
insurance and other costs. 

When we fly your goods 

the rupee stays in India 

and India earns foreign exchange^] 

Contact your cargo agent or 
our local office. 


V flights a week to 

ToKV<» 



CARGO BY 

AM/MDiA 

IM ASSOCIATION WITH I.OJLC AND QANTAS 
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per cent) the corrected national mini* 
mum in 1965-66 should be as given 
below 


1961-62 1965-66 



Rs 

Rs 

National Minimum excluding 

health, education 

20 

27 

National Minimum including 

health & education 

35 

47 


Thus at 1965-66 prices, per capita 
income of Rs 27 per month should be 
treated as ‘subsistence leveK and that of 
Rs 47/50 as ‘level of reasonable liv¬ 
ing/ Those who are on either side 
of these figures are cither living below 
‘bread line’ or having a ‘comfortable 
living.’ 

Having determined broadly the levels 
of income for the different fractile groups 
of population and the line of subsis¬ 
tence, a profile depicting the living condi¬ 
tion of our masses can be summed up 
in Tabic IV. 

The table shows that 60 per cent of 
our population lives below ‘subsistance 
level’. Particularly the bottom 20 per 
cent of our population received even 


less than 50 per cent of our national 
minimum of Rs 27 and arc undoubtedly 
living below ‘bread line’. 


Table IV 


Fractile group 

Per capita 
monthly 
income 
(1965-66) 


Rs 

0-10 

8.70 

10-20 

12.05 

20-30 

14.95 

30-40 

17.13 

40-50 

19.97 

50-60 

22.95 

60-70 

29.58 

70-80 

33.25 

80-90 

43.30 

90.100 

78.11 


The above picture of poverty of In¬ 
dian masses, is sufficient to indicate the 
magnitude of the problems faced by 
planners in our country. Long and 


sustained efforts would be required to 
provide even a minimum to our semi- 
starved multitude* For providing a 
minimum income of Rs 20 only per 
month by 1975-76 the national income 
will have to be raised to about Rs 58,000 
crores from Rs 19,000 crores in 1965-66 
which implies a four fold increase in 
the national income or an annual rate 
of growth at 27 percent, and would claim 
investment of the order of over Rs 
1 ,00,000 crores, which seems fantastic. 

U is true that what has been achieved 
is less than what was needed and sought. 
But this should not divert one’s atten¬ 
tion from the fact that an economy 
which had for decades prior to adoption 
of planning been growing at the rate of 
barely 1 per cent has since 1950-51 been 
expanding at over thrice that rate. 

The task requires greater attention 
and effort than given hitherto. The pre¬ 
vention of the growth of disparities 
and possibilities of restraining incomes 
and standards of consumption of the 
affluent sections of society have also 
to be considered. It is high time that 
positive income policy was formulated 
fixing a ‘floor’ as well as a ‘ceiling’ on 
individual incomes. 
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FROM THE PRESS GALLERY 

TAXAflON DOSE HEAVY 

OU« PARLIAMENTARY CORRESPONDENT 


NEW DELHI, Monday. 

In iim first budget presented to 
Parliament on Saturday, the Prime 
Minister and Minister for Finance, 
Mrs Indira Gandhi, proposed a fairly 
heavy dose of taxation. The new im¬ 
posts, both direct and indirect, are ex¬ 
pected to bring in an additional net 
revenue of Rs 170.06 crores during the 
next financial year. Of this, the central 
government will get Rs 124.76 crores. 
The balance Rs 45.30 crores will accrue 
to stale governments. 

The budget, however, contains some 
proposals in regard to personal taxa¬ 
tion, the major proceeds from which 
will accrue only in 1971-72. The aggre¬ 
gate taxation proposed by Mrs Gandhi, 
therefore, works out to nearly Rs 191 
crorcs. To this, however, must be 
added another crore of rupees or so 
on account of the proceeds likely to 
accrue through plugging of “loop holes'’ 
in corporate taxation; no estimate of 
these proceeds has been given. 

Of the additional revenue next year, 
Rs 135.Of) crores will accrue on account 
of excise duties, Rs 20 crores on account 
of customs levies and Rs 15 crores or 
so on account of direct taxes. In 1971- 
72, the proceeds from direct taxes are 
estimated to go up to Rs 36 crorcs 
or so. 

Additional Revenue 

The additional revenue from new im¬ 
posts accruing lo the centre is expected 
to raise the estimated modest surplus of 
Rs 14.75 crores on revenue account to 
as much as Rs 139.51 crorcs. The reve¬ 
nue proceeds are estimated to go up 
to Rs 3,291.69 crores. The expenditure 
is estimated at Rs 3,152.18 crores. 

On capital account, however, the re¬ 
ceipts at Rs 1,823,71 crores are esti¬ 
mated to fall short of Rs 2,188.46 
crorcs disbursements by as much as 
Rs 364.75 crores. The overall deficit 
next year, therefore, is estimated at Rs 
225.26 crores. This has been left un¬ 
covered. 

This year’s revised estimates reveal 
a revenue deficit of Rs 10.94 crores — 
revenue receipts Rs 2,965.48 crores 
and revenue expenditure Rs 2,976.42 
crores. The overall deficit is estimated 
at Rs 290.11 crores. Capital receipts 
arc estimated at Rs 1,975.51 crores and 


capital disbursements at Rs 2,254.68 
crores. 

The following are the taxation pro¬ 
posals: 

Direct Taxes 

(i) Income-Tax: (i) The rates of in¬ 
come-tax on personal incomes over Rs 
40,000 have been raised as follows: 
Income bracket Rs 40,001 to Rs 60,000 
— 60 per cent (at present the rate is 50 
per cent for annual incomes between 
Rs 40,(X) I and Rs 50,000 and 60 per cent 
for incomes between Rs 50,001 and 
Rs 60,000); Rs 60,001 to Rs 80,000 — 
70 per cent (as against 60 per cent on 
incomes between Rs 60,001 and Rs 
70,000 and 70 per cent on incomes bet¬ 
ween Rs 70.001 and Rs 80,000 at pre¬ 
sent); Rs 80,001 to Rs 100,000 — 75 
per cent (as against 65 per cent current¬ 
ly); Rs 100,001 to Rs 200,000 — 80 
per cent (as against 70 per cent at pre¬ 
sent) and over Rs 200,000 — 85 per 
cent (at present the rate is 70 per 
cent for incomes between Rs 2(X),001 
and Rs 250,(X)0 and 75 per cent on in¬ 
comes in excess of Rs 250,000). To¬ 
gether with the surcharge of 10 per cent 
of the basic income-tax, which conti¬ 
nues to be levied, the maximum margi¬ 
nal rate of tax proposed is 93.5 per cent 
on incomes in the slab over Rs 200,000, 
as against 82.5 per cent (including sur¬ 
charge) on incomes in the slab over 
Rs 250,000 at present (ii) The exemption 
limit up to which no income-tax is 
payable at present varies from Rs 
4,()00 to Rs 4,800 depending on the 
number of dependents. This arrange¬ 
ment by which the exemption limit is 
related lo the number of dependents is 
proposed to be done away with. In¬ 
stead, a uniform exemption limit of 
Rs 5,000 will apply in the case of all 
non-corporatc assessees, irrespective of 
whether they are married or have child¬ 
ren. 

Wealth Tax: (i) The rates of ordinary 
wealth tax in the case of individuals 
and Hindu undivided families is pro¬ 
posed to be stepped up, on a gradual 
basis, from the present rates ranging 
from 0,5 per cent to three per cent, to 
rates ranging from otee per cent to five 
per cent, the slabs of net wealth, broad¬ 
ly, training the same, (ii) At present, 
additional wealth tax is leviable on the 
value of lands and buildings situated in 
cities and towns with a population ex- 
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cceding 100,000 and with an initial 
exemption ranging from four to seven 
lakhs of rupees. The rates vary 
from one per cent to four percent. 
These arc proposed to be stepped up to 
five per cent on the value of urban lands 
and buildings in excess of Rs 5,00,000 
and to seven per cent on the value in 
excess of Rs 10,00,000, The coverage 
is also being enlarged so as to include 
lands and buildings situated in munici¬ 
palities and other similar urban areas 
having a population of not less than 
10,020. Power is also proposed lo be 
taken lo extend the levy, by notification, 
to lands and buildings situated outside 
such municipal and other urban linxits, 
up to a maximum distance of eight 
kilometres from such limits, (iii) Capi¬ 
tal gains arising from the sale or trans¬ 
fer of agricultural land situated in 
muncipal or similar other urban areas 
having a population of not less than 
10,0(X) are proposed to be brought 
within the purview of income taxation. 

Other Taxes 

Gift Tax: The rates of gift tax will 
be revised from the existing rates rang¬ 
ing between five per cent and 50 per 
cent, to rates ranging between five per 
cent and 75 per cent. The initial exemp¬ 
tion from gift tax will be reduced from 
the existing Rs 10,000 to Rs 5,000. 

Other Changes: (i) At present, in¬ 
come up to Rs 1,000 from investment 
in the units of the Unit Trust of India 
and another Rs 1,(XX) from dividends 
on shares in Indian companies is exempt 
from income-tax. All such income and 
that from a few other financial assets, 
up to a limit of Rs 3,000 will now be 
exempted from tax in the case of all 
categories of tax payers. This will 
cover income from investments in go¬ 
vernment securities, approved deben¬ 
tures of co-operative societies and other 
institutions and authorities, the new 
taxable saving schemes proposed to be 
instituted in the place of existing ones 
and bank deposits, besides units of 
Unit Trust and dividends on shares in 
Indian companies. The exemption pre¬ 
sently available in respect of the whole 
of the interest on a number of small 
savings schemes — existing and new — 
will continue. 

(ii) At present (besides the general 
exemptions for purposes of wealth 
tax) investments in specified small 
savings schemes (up to Rs 1.2 lakhs in 
the aggregate) are also exempt from 
wealth tax. Instead, investments up to 
a max^imum of Rs 1,50,000 in specified 
financta] assets (covering these schemes 
SLS also th^ assets in respect of which 
income Up to Rs 3,000 is being exemp* 
ted from income-tax) will be exempted 
from wealth tax in the case of indivi¬ 
duals and Hindu undivided families. 
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h Himtwhal Omr^d^pendent on Contra! Aid? 

An impression bfts Ifeen crelted that Himachal Pradesh is over*dependent on CSsnttai fcant8*in>aid'|md 
loans and.that Stales of the Indian Union do not get these and depsnd on their own resoqtoes- 

This is contrary to facts as the fotlowing figures prove : 

1969-70 BUDGET ESTIMATES (Rs. in crores) 


Name oj Stale 

Total deficit 

Shares of 
taxes 

Orant^ifHtid from 
the Central Govt 

Loans from the 
Central Govt 

Himachal Pradesh 

35 41 

NIL 

24.11 

11.30 

Jammu & Kashmir 

61.68 

7.49 

24 98 

20.00 

Haryana 

47 70 

18 40 

7.30 

20.72 

Punjab 

56 83 

12 74 

11.13 

23.51 

Assam 

114.42 

17 69 

45.85 

44.27 

Tamil Nadu 

158.52 

40 68 

31.12 

57.21 

Andhra Pradesh 

221.50 

36.48 

95.08 

89.95 

Mysore 

153 03 

27.21 

39.97 

51.25 

Gujarat 

110.65 

26.19 

22.03 

32.17 

Orissa 

112.72 

20 04 

43.06 

26.43 

West Bengal 

138.01 

45 57 

28.25 

51.47 

Madhya Pradesh 

147 52 

33.27 

32.63 

58.57 

Kerala 

89.61 

22 26 

31.99 

tl.ffi 

Maharashtra 

129.98 

58.26 

21.16 

54,64 

Rajasthan 

130.22 

21.92 

40.06 

46.52 

Nagaland 

29.40 

5.64 

17.72 

5.41 

Bihar 

176.08 

45.00 

26.81 

73.58 


It is obvious that out of 16 fidl-fledged States of the Union of India, eleven get largM graotS-inHStd from 
the Central Govt, than Himachal Pradesh, IS get bigger central loans than HiauKshal. Beshtm, the above 16 
Steles receive share in taxes which is denied to Hunachal, being a Union Territory. 
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YOUR PROBLEM IS 
SQUARELY IN OUR HANDS... 


UNION CARBIDE has processes 
and know'how to help you in 
...dissimilar metals welding... 
precision cutting of hard>to*cut 
metals... hard>facing and flame¬ 
plating of intricate shapes for 
a variety of service conditions 
...automatic 4-sidetl scarfing... 
fettling at high speeds with¬ 
out the harshness of percussive 
noise...flame-conditioning of 
surfaces... carbon welding of 
sheet metal...and, if you want 
to know more: laser welding, 
underwater cutting, iron powder 
processes, plasma-arc surfacing, 
stainless steel cladding, electro¬ 
forming, percussion welding.etc. 

Need we say more ? Do write to 
us. We like tough problems in 
fabrication because it helps to 
keep us in the forefront squarely. 


UNION 


Union Carbide India Limited 


CARBIDE 


CARBON & METALS DIVISION 


Haad Office: 1 Middleton Street, Calcutta 16 


ENUNEEIHM MIODlieTS 


BOMBAY 
Box No. 610 


CALCUTTA DELHI MADRAS 

Box No. 486 Box No. 417 Box No. 353 






Ckdd Jk»ub» ISuaiUl(ttii« Tipie deposits 
aocoants aad puUie provident fond 
accponts wiii cdntintie to he exempt. 

(iu) A standard deduction of Rs 20 
per month ^ill be allowed ih.Iieu of the 
cost of travel to work to all salaried 
assessees. Simultaneotisly, the exiting 
deduction of Rs 250 per month for a 
motor car in the case of salarfed tax- 
pa]Wis having a gross yearly income 
exce^ing Rs 25,000 will be reduced to 
Rs 200 per month. 

(iv) At present, private discretionary 
trusts are taxed on their income and 
weald) at the rates ai^icable to indi> 
viduals. In Aiture, such trusts would be 
taxed at a flat rate of 65 per cent on 
their income or at the appropriate rate 
ap^icable in the case of individuals, 
whichever is higher. Similarly, such 
trusts would be taxed at a flat rate of 

1.5 per cent on their wealth (without the 
initial exemption of one lakh of rupees) 
or at the appropriate rate applicable 
in the case of individuals, whichever is 
higho’. (This will not apply to certain 
categories of trusts e.g, testamentary 
trusts). 

(v) For charitable and religious 
trusts, exemption from tax will, in 
future, be allowed only in respect 
of income actually applied to the 
purposes of the trust in the same 
year or within three months of 
the close of the year. The balance 
of the income will be sulgected to tax 
at the .progressive rates of tax appli* 
cable to nonncorporate taxpayers. The 
exemption will be forfeited if the trust 
funds are invested in a concern in which 
the author of the trust or persons con> 
nected with him are substantially inte* 
rested. 

(vi) Entertainment expenditure in¬ 
curred within the country after Feb¬ 
ruary 28 will be dimllowed altogether in 
computing the profits and. gains of 
businesses and professions. Expendi¬ 
ture incurred after February 28 on the 
maintenance of guest houses in business 
and professions will also be disallowed 
altogether in computii^ the profits and 
gains of businesses or professions. 

Indirect Taxes 

Ehqnrt natfes: Hie exptnt duty on 
tea is proposed to be abolished. Simul¬ 
taneously, the excise'duty on loose as 
well as i^kage teas is to be r^sed with 
provision for ad hoe rebate on exports 
at rates varying with the priee of ex¬ 
ported tea. The duty, on jute canvas, 
webbtuga. tarpahlin and ptatiu- 
faotjms is be%iE«(lHoed (ttm Rs 1100 
to Rs ‘R)Q .per _ 

tusto euwRndoni. Jte dui^ on 

lifiaahiufe^ initial 


eastern ECC^^iST 

setting up of pro^s or for substantial 
expansion of existing projects) is pro¬ 
pel to be stepped up from 271 
per cent to 35 per cent The duties on 
certain plastic material and nidirome 
and other electrical resistance wires are 
to be raised from 60 per cent to 100 per 
cent ad valorem. The duties on motor 
vehicle parts, pharmaceutical chemi¬ 
cals and non-electrical instruments and 
appliances are proposed to be stepped 
up by 10 per cent ad valorem. The duty 
on whisky, wines, etc, is also being 
stepped up. 

Excise Doties 

New Imprints: Excise duties are to be 
levied on several new commodities. 
These include: (a) Office machines like 
typewriters, calculating machines, com¬ 
puters and intercom devices — 10 per 
cent ad vWarem; (b) Metal containers 
intended for packaging of goods for sale, 
including casks, drums and cans — 
10 per cent ad valorem; (c) sparking 
plugs, stainless steel blades, slotted 
angles, iron safes and safe deposit 
vaults — 10 per cent ad valorem; 
(d) calcium carbide, bleaching powder 
and sodium hydro-sulphite—10 per cent 
ad valorem; and (c) synthetic rubber 
— Rs 300 per metric tonne. 

Aluminium: The existing specific du¬ 
ties on aluminium are proposed to be 
replaced by ad valorem duties. Some 
rationalisation is also to be effected. 

Foods: The scope of the existing 10 
per cent ad valorem duty on prepared 
and preserved foods is proposed to be 
extended to vegetable juices, synthetic 
syrups, dehydrated peas, malted foods, 
instant tea and coffee, biscuits, pasteu¬ 
rised butter, proce.ssed cheese, branded 
aerated waters, glucose and dextrose. 
Aerated waters, biscuits, butter and 
cheese will be covered only when manu¬ 
factured with the aid of power. There 
will also be total exemption for baby 
foods and branded ‘deshi' ghee. 

Caustic and Soda Ash; The duty of 
five per cent on soda ash and caustic 
soda will be raised to 10 per cent. 

Sanitary-ware: The excise duty on 
sanitary, ware and glazed tiles of porce¬ 
lain is to be raised from 15 per cent and 
10 per cent, respectively, to 25 per cent. 

Air-conditionenand RrfrigaratorsrTbe 
duty on room air-conditidners and lar¬ 
ger rrfrigerators (exceeding 165 litres) 
i.s being stepped up from 40 per cent to 

53.33 pet cent The duty on parts of 
refrigerators, air-conditioning plants 
and dufc^inery is also being raised from 

53.33 piiet fisenf to 66,66 p«r cent. The 
requireihehti^ of cold forage tdants, 
.ho^tala7U}|..by eov^hov^ahd charir 
tame trusts; and factory estaMishments 
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will, however, be exempted from the In¬ 
crease. 

Televiskn Sets: The existing total 
exemption in favour of television sets 
is being withdrawn and a duty Of 20 per 
cent ad valorem is being imposed. 

Polyester Fibre; The duty on polyes¬ 
ter fibre of two deniers or less is bmng 
rai.sed from Rs 28 to Rs 33.'^3 per kg. 

Art Silk; The present duty of 7.8 
paise per sq. metre on artificial silk 
fabrics is being replaced by an ad va¬ 
lorem duty ranging from three per cent 
to 10 per cent, depending on tte value 
of the fabrics. By this change, fabrics 
whose value does not exceed Rs 2.50 
per sq. metre will get relief, but the 
the higher-priced ones will pay more. 

Petroienm Products: The duty on 
motor spirit is proposed to be raised by 
10 paise per litre, that on superior kero¬ 
sene by two paise per litre and on fur¬ 
nace oil by two paise per litre. The 
duty on furnace oil used in coastal 
shipping and for electricity generation 
as also inferior kerosene is not being 
raised. 

Cigarettes: The duty on cigarettes is 
to be enhanced with the increase rang¬ 
ing from three per cent to per cent 
ad Valorem, depending on the value 
slabs. 

Tea: The excise duty on tea is be¬ 
ing raised by amounts depending on the 
zones in which the tea is produced. For 
zones other than one and two. the in¬ 
crease varies from 45 paise to one rupre 
per kilo. On zone one teas, there will 
be no increase and on zone two teds 
there will be an increase of 10 paise per 
kg. only. 

Sugar: At present, both levy sugar 
and free market sugar bear duty at 23 
per cent ad valorem. The duty on free 
market sugar is proposed to be raised to 

37.5 per cent and that on levy sugar 
to 25 per cent. In the case of kbandsari, 
the tariff rate is being increased from 

12.5 per cent to 17.5 per cent, but un¬ 
der the compounded levy system there 
will be some reduction keeping in view' 
the current level of prices. 

Posts and Telegraphs 

The tariffs in respect of parcels, re¬ 
gistration fee, value payable articles, 
money orders above Rs 100, supi^e- 
mentary fee in resptot of telegraphic 
money orders, book, pattern and sample 
packets are proposed to be stepped up 
in drdisr to pover the deficit in the Posts 
and 'Telegraphs budpt. Phonograms, 
greetings telegrams and telephone calls 
beyond the first 750 calls in a quarter 
will also cost more. However, there will 
be no changes in tariffs of post feard, 
inland letters, envelopes, registered 
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newspapers, money orders up to Rs 
100, etc. 

The philosophy behind the budget 
proposals, the Prime Minister said, was 
to foster growth and effect social justice 

Pension 

The budget proposals provide for the 
payment of a minimum of Rs 40 and 
maximum of Rs 150 per month as 
family pension to the widow and to the 
minor children surviving in the ease 
of a worker who dies before retirement. 
Legislation to create a family pension- 
cum^ife assurance scheme will be 
brought forward for the purpose. The 
scheme will be applicable to those em¬ 
ployees who contribute eight per cent 
of their pay to their provident fund. 
A separate fund for the scheme will be 
created by diverting a part of the em¬ 
ployees" share (1-1/6 per cent of pay) 
and an equal amount from the em¬ 
ployers’ share from their respective fund. 
The government will add a further share 
of 1 i per cent of pay. making up a total 
of 3i per cent of pay for credit into the 
fund under the new scheme. In addition 
to the monthly pension a lump sum 
payment of Rs 1 000 will be made in the 
event of death in service. 

The budget has paid particular atten¬ 
tion to mobilising small savings parti¬ 
cularly in the rural sector. Wide changes 
have been made in the post office sav¬ 
ings and provident fund schemes. 
Rural debentures are to be issued. Tax 
concessions have also been offered to 
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promote small savings. Ynterest on post 
office savings bank deposits has been 
raised to four per cent and provision 
has been made to block the amount of 
savings for two or three years. Such 
blocked accounts will attract a higher 
''interest. The maturity value of five- 
year fixed deposits is being increased 
and a new scheme called post office 
time deposits is being introduced. 
Interest on cumulative lime deposits 
is being raised and a new post office re¬ 
curring deposit scheme is being intro¬ 
duced. The current savings certificates 
are being replaced by three issues of 
seven-year National Savings Certi¬ 
ficates. The rate of interest on public 
provident fund is being raised from 4.8 
per cent to five per cent compound. 
State-sponsored institutions may issue 
debentures to finance local schemes. All 
the above postal savings and public 
provident fund will be free of tax. 

Taking the centre, states and union 
territories together, the Plan outlay for 
the next year has been raised to Rs 2,637 
crores from Rs 2,239 crores this year. 

An unprccendcnted situation arose at 
the time of the presentation of the budget 
this year. The Finance Bill was not duly 
introduced immediately after the budget 
speech. For this purpose, an extraordi¬ 
nary session of the Lok Sabha had to be 
convened at 10 p.m. 

Patents Bill 

A number of major concessions which 
should go some way to meet the objec¬ 


tions of foidgii ooBabomlt^ffs tp 
controversial Patents Bill ^ave beep 
recommended by the Joint Select 
Committee on this bill in its interim 
report presented to Parliament this 
week. The committee has proposed 
that the ceiling on royalty should be 
fixed at five percent instead of four per 
cent as proposed in the bill. It has also 
suggested that the existing patents 
should be totally exempted from the 
purview of the new le^siation. The 
validity period of 10 years provided in 
the bill for patents on food, drugs and 
medicines, the committee has felt, is 
too long. It has recommended that this 
period should be reduced to seven years. 
The full interim report of the commi¬ 
ttee is published in the Records and 
Statistics section of this issue. 

Drug Prices 

The union Minister for Petroleum 
and Chemicals, Dr Triguna Sen, has 
jected in the Rajya Sabha the demand 
for the nationalisation of the drugs in¬ 
dustry. The natisnalisation of the in¬ 
dustry, he observed, would not automa¬ 
tically bring down the prices of drugs 
and medicines. Dr Sen said that th^e 
costs of equipment and raw materials 
for the industry were high. Further, 
most of the manufacturing units were 
uneconomical; their overheads, there¬ 
fore, were comparatively high. Dr Sen 
assured the House that the government 
was not complacent towards bringing 
down the prices of drugs and medicines. 
He was sanguine that he would be able 
to make the industry reduce its prices. 
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WINDOW ON THE WORLD 


LONDON : 

National economic analysis and fore¬ 
casting is now universal in all industria¬ 
lised countries, but all of th»n except, 
as far as I am aware, the UK, West 
Germany, and Italy, rely solely on a 
single official source, such as the Minis¬ 
try of Finance, which is risky because 
the potential margin of error is enor¬ 
mous and the element of subjective 
judgment is large. In the UK we have 
two correctives to the Treasury, the 
National Institute of Social and Econo¬ 
mic Research, and the London and 
Cambridge Economic Service, each of 
which produce a quarterly review. Of 
the two, the London and Cambridge is 
to be preferred because its outlook 
strikes me as far more independent than 
the NISER which is apt to take a line 
which differs from the Treasury in 
degree rather than in kind. 

Italy has the Milanese Institute for 
Economic Studies but West Germany 
benefits by several independent econo¬ 
mic research institutes. One of the 
two in the top rank is the Deutsches 
JmtHutfur Wirtschaftsforschung, which 
publishes a weekly report in German on 
the economic situation, the latest of 
which I summarise below. 

Kid’s Eye View 

The western world economy shows 
symptopis of the final stages of a strong 
period of expansion. Signs of a weaken¬ 
ing in demand are appearing even as 
most countries experience inflationary 
rises in costs and prices. Sizable in¬ 
creases in wages do ensure that private 
consumption spending will continue on 
its 1969 high growth level, but rising 
costs are limiting profits and singificantly 
curtailing current investment The de¬ 
celeration in GNP growth of about 1.5 
percentage points in 197D (see table p. 

is explained chiefly by the invest¬ 
ment development forecast. Internati¬ 
onal trade will also expand le.ss rapidly 
than in 1969. 

The question is whether the declin¬ 
ing propensity to invest will lead to a 
general slowdown later in 1970 which 
will exceed Urn forecast A serious slow- 
dopnt i$ avoidable only if the various 
boiiiMries abandon present restrictive 
p^^es. In view^ however, of the conti- 
m^ iinfla^flairy tendencies, no coun- 
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try seems willing to do so. As the 
final stages of an economic boom are 
usually marked by productivity advan¬ 
ces beginning to decelerate faster than 
wage increases, stepping up wage cost 
per unit increases. A serious slowdown 
could hardly be avoided if the countries 
make a cooling-off of inflation a prere¬ 
quisite to initiation of expansion. 

The governments should, in the 
DIW’s view therefore, switch to an ex¬ 
pansive policy at a time when cost and 
price rises have not yet stopped. Since 
the first effect of doing this would be 
to accelerate productivity more than 
wage increases, there is no reason to 
expect an immediate increase in cost and 
price rises: the DIW thinks that a 
decrease would in fact be more likely. 
Developments in the USA will be the 
biggest factor in determining the ex¬ 
tent of any international slowdown in 
1970. 

Whither the United States? 

The many forecasts of US economic 
development in 1970, agree that a 
further weakening of economic activity 
is likely. Predictions vary as to the 
proportions of the slowdown and in the 
appraisal of the trend of future prices. 
A forecast is more than usually uncertain, 
because it is difficult to assess the force 
of the contractive and expansive ele¬ 
ments of policy (monetary policy, fiscal 
policy), nor arc the reactions of busi¬ 
nessmen and consumers predictable. 
Apparently expectations still are that 
the Administration will not allow a 
heavy recession, but there is many a 
slip between reversals of policy. 

The present US federal budget is 
lightly expansionary. Federal expendi¬ 
ture in fiscal year 1969-70 will reach 
$200,000 million — an increase of 10 
percent over 1968-69, but hardly any 
further upward trend will be seen from 
now until mid-year. The tax measures 
so far approved — reduction of the 
surcharge from 10 to 5 percent on Janu¬ 
ary 1, 1970. and discontinuation of 
investment tax credit retroactive to 
April, 1969 — mean that revenues will 
slightly exceed preliminary esti¬ 
mates. Whereas a surplus ($4,600 
million) achieved in 1968-69 dam¬ 
ped business activity, this year the 
bpdgct will only be balanced. By rais¬ 
ing social benefits, the upward adjust* 
meat of personal , exem^ion, and the 
ax soircharge reduction, more purchas- 
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ing power will flow to I6w income 
households. Consumption spending 
will thereby increase sotnewbat faster, 
also augmented by the expected ridken- 
ing in savings which has, m the past few 
months, been high. 

As long as the Federal Reserve Board 
adheres (as seems likely) to its restrictive 
monetary policy, the prospects for a 
recovery in dwelling construction re¬ 
main slim. Issuance of construction 
permits continues to decline but pre¬ 
sumably will quickly increase as soon as 
necessary financing is made available. 
State and local appropriations, which 
had remained largely untouched by the 
high interest rates, now appear to be 
feeling the shortage and high price of 
financing. Here again, a change of 
direction on the money and capital 
market could rapidly revive demand. 

The roost recent plans of private busi* 
ness imply another increase of 10 peX'- 
cent in nominal investment in 1970. 
Of course, only slight increases are anti¬ 
cipated for the second half. Total pri¬ 
vate fixed investment (including dwelling 
construction) in money terms will only 
increase in line with increases in capital 
goods and construction prices, i.e. 
stagnate in real terms. 

Signs of weakening on the labour 
market are few. Vacancies and overtime 
hours have both declined, although 
firms are hoarding skilled workers. Svm- 
par productivity continues. The latest 
figures show output per working hour 
in private business declining in abso¬ 
lute terms. Firms are unlikely to 
cling to this policy much longer unless 
new impulses from an acceleration in 
demand are forthcoming. In view of 
this lag in labour productivity, it is not 
surprising that prices keep rising des¬ 
pite the slow-down. 

Long Way to Go 

The latest US current balance of pay¬ 
ments figures look better, although the 
USA still has a.long way to go before 
its balance of payments looks as good 
as that of the UK (1). Significantly 
cnou^, balance of payments considera^ 
tions now favour loosening of monetaiy 
policy if the infiation cools off. This 
would help the USA’s trading partners 
whose central banks are impeded by the 
unusually high US interest rates. 

In the United Kingdom the economic 
sun is shining! The British balance of 
payments has since the war seldom 
equaled the surplus achieved in 19^. 
Some of the improvement is in fact 
doe to revised methods of compiling 
the.forei^ trade statistics. The splendid 
splurge in exports cannot be exclusively 
ascribed to the tight restriction policy — 
aimed at checking imports and releasing 
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capacities for exports. The DIW be¬ 
lieves that the UK’s abiiity^q^secure a 
greater share in the expansion of inter¬ 
national trade than in previous booms 
is above all the result of the noticeable 
improvement in UK competitiveness 
following devaluation in late 1967. the 
effect of which was achieved after a time- 
lag of over a year. 

Contrary to expectations, devaluation 
had no visible effect in 1968, because 
domestic demand had not been suffi¬ 
ciently plugged up. As, however, rest¬ 
rictions were tightened in reaction to 
the continuing balance-of-payments 
deficit,' an export boom emerged in 
1969, which of course fed on the lively 
economic activity abroad but nonethe¬ 
less would have been unlikely without 
the improved competitiveness due to 
devaluation. 

The DIW encourages one to believe 
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that the intensity of the export boom 
justifies the hope that, at last, long-term 
healthy growth, free of persistent 
foreign trade difficulties, has become 
possible. The DIW thinks that the 
“English disease” (whereby, for the 
sake of the balance-or-i»yments, 
growth, and thereby productivity, are 
damped, in turn weakening competi¬ 
tiveness) has been overcome. 

Not Out of the Red 

Even so the DIW agrees with the diag¬ 
nosis of the UK’s position that I gave 
here on February 13, namely, that the 
UK is not yet entirely insured against 
relapse. A significant weakening of the 
world economic expansion in the second 
half of 1970 could damp UK export 
growth and jeopardise export orientated 
growth. Another danger is more 
immediate. Employees are putting in 
high wage demands, because in their 
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view ffiey have had' to bear the brunt 
past credit restrictions. The pdint 
of view is arguable but what is certain 
is that to coi»ede the cutiwnt demands 
would impose costs that would aj^in 
undermine competitiveness. Offering 
a blinding d>mpto of the obvious, the 
DIW says that this danger can be avM- 
ted only if the government can convince 
unions that a steady rise in prosp^ity 
for wage earners is impossible unless 
they abandon excessive wage demands 
which would spoil chances for long¬ 
term smooth growth. 

Going into 1970, France is at a de¬ 
cisive stage in economic development. 
The government has apparently suc¬ 
ceeded in damping prices and demand. 
Although backlogs of orders in mau- 
facturing remain large, production capa¬ 
cities are still highly utilised, the labour 
market continues to be strained, and the 
measures adopted after devalua- 
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1969 1970 
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1969 1970 
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Federal Republic of 








4-5 



12 5 

6-5 

16 5 

10-0 

Germany 

12 0 

9 0 

8 5 

4-5 

7-5 

6-0 

5-5 

14-5 

7 5 

France 

150 

8-5 

8 0 

40 

7-5 

3-5 

4-5 

2 0 

10-0 

5-5 

17-0 

12-0 

20 0 

4 0 

Italy 

Netherlands 

9 5 

HO 

6 0 

6-5 

6 0 

8 0 

4 0 

5 0 

12-0 

10 5 

16 5 

12 0 

23 0 

22 0 

120 

8-5 

4-5 

4 0 

3 0 

4-5 

4 0 

3 5 

15 

3-0 

14-5 

9-5 

13-5 

9 0 

Belgium 

9 5 

9 5 

5-5 

5 0 

5 0 

4-5 

5 0 

5 0 

9-5 

8-5 

16-5 

9-5 

16’5 

9-5 

EEC 

EEC* cxcl. Fed. 

12 4 

9-2 

7-4 

4-7 

6’8 

5-4 

4-8 

3’8 

112 

7-0 

6-7 

14-8 

16-2 

9 3 

11 0 

17-9 

18-6 

10-4 

10-5 

Germany 

12 6 

9’3 

6*8 

48 

6’4 

5-1 

4-3 

3-4 

9 5 

United Kingdom 

6 0 

7 0 

20 

3-5 

zbO 

2-5 

dbo 

1 0 

0 5 

4-5 

11-0 

7-5 

2-0 

3-0 

Sweden 

7-5 

7 0 

4-5 

4 0 

4-0 

3 0 

5-0 

4-5 

3-5 

4-5 

10-0 

4-0 

11*5 

6-0 

Switzerland 

8*0 

8 0 

4 5 

40 

4 0 

5 0 

4-5 

4 5 

7 0 

8 0 

11-5 

9 0 

12 0 

13*0 

Denmark 

10'5 

8 0 

7 0 

4 0 

5-0 

4-0 

7-0 

3-5 

8 0 

6 0 

12 0 

7-0 

10 0 

5*0 

Austria 

9 0 

8-5 

6 0 

5 0 

3-0 

5 0 

3-5 

3-0 

7 0 

8-5 

15 0 

n -5 

9-5 

10-5 

Norway 

8-5 

8’5 

4 5 

4-5 

6-0 

4-0 

4-5 

2-5 

—2 0 

12 0 

6 0 

0 5 

2-5 

6-5 

EFTA 

7 1 

7-3 

3 4 

3-8 

1-7 

3 1 

2 1 

2-2 

2-6 

5-9 

10-9 

6 9 

S-8 

5-7 

European inJustr. 

countries 

10 7 

8 6 

6 1 

4 4 

5 1 

4-7 

3-8 

3 2 

8-6 

6-7 

13 5 

8-5 

13 5 

8 6 

Bui’opean industr. 
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Germany 

10 2 

8 5 

5-4 

4-4 

4-4 

4-3 

3-2 

2*8 

6’7 

6-4 

13-8 

9-1 

12 6 

8’3 

USA 

8 0 

5-5 

3 0 

1-5 

3-0 

3-0 

10 

1-0 

5-5 

dtzo 

5-0 

5-0 

6 5 

3-0 

Canada 

9 0 

7-5 

4-5 

3'5 

4 5 

3 5 

3-5 

2-5 

6 0 

5*5 

7-5 

5 5 

9-5 

7-5 

Japan 

Non-European industr. 

18 0 

16 5 

12 5 

1! 0 

9 5 

10 5 

7-0 

5-5 

19 0 

16*0 

3-8 

18*0 

7-9 

12 5 

6 5 

17 0 

9 0 

14 5 

60 

countries 

9 4 

71 

4 3 

2 9 

3 8 

3-9 

t-8 

16 

8-4 

Total 

9-8 

7-6 

5-0 

3 4 

4-3 

4-1 

. 2 3 

2 0 

8’5 

51 

H-3 

7-7 

11-7 

7-6 

Total cxcl. Fed. 
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U 0 

7*2 

Oennany 

9 6 

7*5 

4 6 

3 3 

4-0 

4-0' 

21 

1-8 

7-8 

11-1 

7-9 


*Quantities for separate countries to neatest 0 5 per cent; avenges determined by tneaiis of 1966 (doUU‘ha>)h<lj' ..Wights ip iffib 
respective sectors. ' . ' ' ' 

Sources ; Estimates of foreisn official and private institutions and Deutsches instltut for Wirtschahafbnebungi . • / ' 
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tion ar« begiflniag to bear fruit. 

The government has attained one 
objective in reducing the budget deficit 
to nearly F. 4,000 million in 1969. 
A result primarily of the extensive sav¬ 
ing promotion measurei, private savings 
in the second half of1969aIso rose more 
than in'the previous years (by F. 9,300 
million). Correspondingly, growth 
of private and public demand 
weakened significantly in the past few 
months. The deceleration of demand 
expansion (backed by controls) led to a 
decrease in price rises, from 6.4 per 
cent in the first half of 1969 to 5.2 
per cent for the second half, and only 
3.6 per cent in December The govern¬ 
ment was therefore able to keep 
inflation within the range of the pro¬ 
jected rates for 1970 (first half: 4.4 
cent; second half; 3.4 per cent). The 
trend of wag^ is now all-important in 
Fraiice as it is in the UK. Assuming 
that a rise in productivity of 4 per cent 
has been made possible for 197C by the 
increased investment (10 per cent) in 
1969, the average wage increase in 1970 
cannot exceed last year’s 8 per cent 
without endangering the economy. 

Lead in competitivoiess 

The “lead” in competitiveness which 
France gained from devaluation in 1969 
will remain largely intact through 1970. 
Along with the elimination of the bud¬ 
get deficit in 1970 and the continued 
curtailment of expension in domestic 
demand, a balance of payments surplus 
could attained before mid-year, 
especially since, in the'first half of 1970, 
the economic development of France’s 
main customers is not likely to weaken. 

In the past few months, the ratio of 
exports to imports has steadily impro¬ 
ved. If labbur relations are peaceful 
and if demand expansion is dam¬ 
pened, thus freeing production capa¬ 
cities, an increase in exports of 12 
per cent nominal (1969; 17 per cent), 
with a rimultaneous increase in imports 
of only 4 per cent (1969 : 20 per cent) 
would be possible. Whereas relaxa¬ 
tion of general credit restrictions cannot 
be expected before mid-year, easing of 
credit to exporters semns possible. 

Overall, a significant weakening of 
economic growth is expected for 1970: 
the growth rate of France’s (real) GNP 
shoim be 4 per cent. 

As late as mid Novmnfaer 1969, the 
Italian Minis^ of Labour reported 
glocmily that the 1969 strikes had 
caused the rate of grotSib to fan from 
6;8 to 4,5 pm ceut, Sutaequent cal- 
cuUtfions suggmt that the losses wete 
not tkt aevetei »he MiUmese Institute for 
Fconomie Studies dShns that despite 
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the production losses in the past au¬ 
tumn, growth in the whole year was 
down only one imint. Other sources con¬ 
firm this optimistic evaluation. 

What arc the carry-overs from the 
events of the “hot autumn’’ which will 
aifect development in 1970? 

At the beginning of the strike offen¬ 
sive, capacities were fully utilised and 
the growth rate was 7 per cent. In 
1969, gross fixed investment rose 12 
per cent; from the standpoint of supply, 
the upper limit for economic growth 
therefore seems 7 per cent. Presumably, 
production losses could not be fully 
made up. Instead, additional increases 
have been made in imports and leng- 
thraed delivery dates have ensured full 
utilisation of capacities for at least 
six months. 

Private consumption, which in 1969 
increased at slightly above average, 
will be accelerated through the large 
wage increases (about 15 per cent); 
expectations of another jump in prices 
would also damp the propensity to save. 
Public consumption will be somewhat 
accelerated by the rises in public ser¬ 
vants’ pay. Inventory investment will 
again increase considerably in 1970 
after stocks had fallen to an extreme low, 
especially after the strike months. 

The considerable increases in wage 
costs will not nearly be offset by in- 
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creased productivity, so that either 
Italian prices will climb more rapidly 
than abroad and, in the course of 1970, 
begin to damp exports and stimulate im¬ 
ports, or, if the government and central 
banks intensify present restrictiom, 
business will have to absorb a big fait 
in profits, with prices climbing not as 
rapidly, and cut back investment plans. 
As long as the Italian political situation 
remains uncertain, the outflow of capi¬ 
tal will probably aintinue and the 
financing of domestic projects become 
increasingly difficult. This is at a time 
when it is necessary to regain lost ground 
in new capacities. Against a back¬ 
ground of rapidly expanding domestic 
demand, this necessity will induce 
growth industries to borrow more, even 
under unfavourable conditions. 

Despite the political and psychologi¬ 
cal imponderables, orders seem suffi¬ 
cient to hold growth to the path indi¬ 
cated by supply potential, at least 
through the first three quarters of 
1970. Damping influences will be¬ 
come more important towards the end 
of the year. Overall, real growth of the 
ONP should amount to about 6.5 per 
cent. 

Next week. I wifi report on prospects 
for 1970 in the all-important West 
German economy, which ranks with the 
USA and Japan as one of the world's 
three most influential factors in world 
economic expansion. 


Rift in the GATT Lute 

E. B- BROOK 


VIENNA : 

Ttre CONFLICT in international trade 
illustrated by the current meeting of the 
76 members of the General Agreement 
of Tariffs and Trade in Geneva is the 
outcome of the difference between the 
idealist aims of international politics 
after the exhaustion of a conflict and 
the self-interested strivings of national 
politics in years of security. 

When GATT was formed, the com- 
mercialiy stronger countries were feeling 
their way round in a slowly healing 
world. They sought reassurance in 
drawing up rules of international com¬ 
mercial conduct based on the most un¬ 
exceptional priDcii>les of disinterest. 
Years later, recovering but still capable 
of liberal policy, they agreed to the 
Kennedy Round of talks on all-round 
tariff cuts. 

West Europe has now not only re¬ 
covered firom its economic debility, but 
haa organized itself ii^ exclusive, regi¬ 
mented and hi^ly projectionist, blccs 
with no scruples about faMng prices 


artificially to keep unhealthy areas of 
the economy going. They wastefully 
store and misuse their excessive an4 un¬ 
wanted products, dump them in new 
markets and so control their tariff 
and purchase policies as to disrupt 
the established order of trade and hold 
much non-member enterprise at bay. 

Anything more contrary to GATT 
principles it is diffieult to imagine but 
the Common Market is not the only 
GATT sinner now in Geneva; GAIT 
is concerned also by US proposals of 
new protectionist measures for some of 
its manufactures, by Japanese import 
restrictions and by the continuation of 
the British import deposit scheme. 

It is clear from complaints voiced re¬ 
cently which are the areas in which these 
GATT members have developed poli¬ 
cies that hurt one another most. The 
main contenders are the Common Mar¬ 
ket and the United States; the latter has 
recently accused the Market of adopt¬ 
ing protectionist and dumping policies 
that run the risk of “fatally underntiining 
the GATT system’*. The USA rei»fe- 
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scntativc to the European Economic 
Community complained recently that 
because of prohibilivef'CiOmmon Market 
Tariffs Ameiican agricultural exports to 
Europe had fallen off by 12 per cent in 
two years and that the Market had be- 
gun dumping agricultural goods in some 
of the US traditional markets. The Unit¬ 
ed States also dislikes the growing num¬ 
ber of the Market’s preferential trade 
agreements which have been concluded 
with at least six non-member countries 
in the Mediterranean area. The US 
hints that, in retaliation, it may conclude 
some bilateral agreements of its own. 

The USA is nervous of finding itself 
progressively excluded from markets 
in West Europe, the Mediterranean area 
and Africa. Since, because of its own 
politics, the USA scarcely trades at all 
with east Europe or China, this exclu¬ 
sion, if it becomes effective to a sizable 
degree, would mean that the USA is 
selling less to about a third of the world. 
The USA is also concerned at the cur¬ 
rent west European drive to increase 
trade with east Europe. 

Threat to World Trade 

These conflicts between GATT mcin- 
bers and the creation of increasingly 
self-protective and exclusive trading 
blocs with hangers-on under preferential 
agreements threatens the entire world 
trading framework painfully construct, 
ed by GATT over the past 25 years and 
further menaces the trade liberalization 
concept under which GATT’s Kennedy 
Round negotiations were conducted. 

These Kennedy Round tariff reduc¬ 
tions will be complete by the end of 
1971 and the GATT secretariat is striv¬ 
ing to keep the idea of liberalized world 
trading alive by pressing a proposal for 
a new round of talks on liberalizing 
trade. There seems to be little enthusiasm 
for the idea but GATT has been work¬ 
ing hard to produce a list of existing 
non-tariff barriers to trade and has dis¬ 
covered some 800 of them. The pro¬ 
blems arc lack of members’ enthusiasm, 
uncertainty about their negotiating 
authority on non-tariff barriers, whether 
a new code of GATT conduct is neces¬ 
sary and whether—if negotiations take 
place—non-tariff barriers should be 
bargained against one another as were 
the tariffs. 

The barriers take diverse forms, inclu¬ 
ding regulations, government participa¬ 
tion in trade, packaging and health 
standards and customs formalities. As 
usual, the preparatory technical work by 
GATT will be precise, everything will 
depend on the political goodwill of the 
GATT members. GATT proposes the 
interim test of a standstill on these non- 
tariff barriers but the necessary political 
goodwill seems at this time not a little 
remote. 

Meanwhile, mergers in the Common 
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Market area with large corporations 
within and without the Market are fre¬ 
quent and arc rousing the Market to 
plan an industrial environment within 
itself to promote inter-Market mergers, 
to create more companies with a world¬ 
wide trading outlook and provide a 
balance more satisfactory to the Market 
between itself and the USA. 

A plan is to be discussed by the 
Market’s Commission in March in 
readiness for the Council of Ministers 
in the last week of the month. It will 
seek to promote inter-Market mergers 
by ending anomolies in Market coun¬ 
tries in their laws affecting corporations, 
corporate merger regulations, corporate 
taxes, incentives considered necessary 
for industry and foreign investment 
procedures. 

The success of US companies in the 
Market area has stimulated investiga¬ 
tions into how European Market con¬ 
cerns can be made more competitive. 
A possible line of approach will be to 
try to diminish US companies’ activities 
through restrictions or by taking govern¬ 
mental action aimed at helping Euro¬ 
pean companies. The purpose would be 
not to destroy competition but govern¬ 
ments will be required to stimulate in¬ 
dustry by co-ordinating and rationaliz¬ 
ing their monetary, fiscal and economic 
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policies. , , j, 

The recent takeover of Bolgiftm’^ 
largest electronic industry, Aicmri de 
Construetions Elcctrjlques'de" Charleroi 
by Westin^ouse Electric Corporation 
with a 67.8 per cent share of its equity 
has undoubtedly helped spur the Market 
to plan these measures, more particu¬ 
larly since Westinghouse was refused 
permission only late last year by the 
French government to take over 
France’s Jeumoht-Schreider concern. 
The Belgian company had been consi¬ 
dering alliance with a big international 
concern for four years since it had reach¬ 
ed the limit of indebtedness : the Mar¬ 
ket seems to have been a trifle slow in 
adapting to this situation but now real¬ 
izes belatedly that many of its bigger 
industrial companies need more finan¬ 
cial facilities and fewer restrictions than 
the small governments of west Europe 
usually treat them to. A far broader 
Market fiscal and financial base is 
essential if the safety and progressive 
prospects offered by merger with a huge 
US or other international corporation 
IS not to prove a refuge for some more 
of west Europe’s worthwhile but often 
lagging companies. Shareholders, some 
of whom received no dividend for 
several years, would certainly not 
object. 
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Now TilAT Mrs Indira Oandhi has realised 
one of the ambitions of her political career and 
pfesented a central budget, she can have no 
otiection to relinquishing; the Finance port- 
fmio after the Fiimnce Bill has been duly en¬ 
acted. It is not right that the Prtoie Minis¬ 
ter of the country should carry, as an additional 
charge, the heavy responsibility of Finance. 
The administration of the Finance Ministry is 
bound to suffer if this unwholesome arrange¬ 
ment were to continue. Worse still, the Fi¬ 
nance portfolio will become irretrievably mort¬ 
gaged to Mrs Gandhi's particular brand of 
power politics. It has been reported that, 
when the cabinet met to be informed of the 
budget proposals earlier on the day of the pre¬ 
sentation of the budget to Parliament, few 
questions were asked and even fewer doubts 
were expressed. No wonder. Mrs Gandhi’s 
colleagues know only too well what their jobs 
arc worth. 

« * 

People living in glass houses would be iil- 
advised to take up stone-throwing as hobby. 
Some of our more adventurous politicians seem 
to be lacking in this elementary prudence 
Following tile judgment of the Supreme Court, 
which invalidated the Act of 1969 nationalising 
14 commercial banks, these demagogues set 
up a clamour that the judiciary was proving a 
stumbling block on the nation’s road to social 
justice. Some of them, who ought to have 
known better, even demanded that the Supreme 
Court should fall in line with leftist political 
ideologies or face the risk of being dragooned 
to serve the purposes of certain political parties. 
Little did they realise how vulnerable they them¬ 
selves were- To them, therefore, the home 
truths which tile Chief Justice of the Supreme 
Court uttered the other day probably came as 
a tude shock. 

Mr Hidayatullah, naturally, was not attempt¬ 
ing to indulge in any slanging match with the 
politicians. His concern was with the deterio¬ 
ration in the standards of political conduct 
which was eating into the democratic fabric 
of the nation. The Chief Justice pointed to the 
disturbing fluidity of party aMiations and loyal¬ 
ties and the even more objectionable disloyalty 
to principles which have virtually become the 
norms of ctiment behaviour in public life and 
even on the floors of legislatures. It seems to 
me that before this particular tribe or tribes of 
politicians could presume to talk about re¬ 
casting the Constitution or reshaping the Sup¬ 
reme Court, they would do well to reform them- 
selveSf or else, a long-suffering nation may well 
lose Its faith in representative government 
and be tempted, in its frustration and resent¬ 
ment, to throw the baby with the bath water. 

It is npt to be expected, of course, that the 
political resurrection of Mr Gulzari Lai Nanda 
would qualify as a great event. Even so, con¬ 
sidering that Mr Nanda himself is inclined to 
take Mr Nanda seriously, it is hard on him that 
the general reaction to his aimointment as 
Railway Minister has been one of amused levi¬ 
ty. R. K. Laxman, in The Times of Min 
caui^t this mood in a superb cartoon which 
pictured Mr Nanda conferrii^ with Railway 
dfl^als and dimefing them to produce im- 
‘ mediaiely a bigger ami a better cow-catcher. 

Menobets, df Rgrliatnem were not less sarcas¬ 
tic when Mr Nanda rose to present the Rmlway 
bttM in the tnk Sabha. hffi N. G. Ranga 
coaid not leatit the temptation to compare 
(or edoirest) Mr bcoeptance of 

the RaUway portfolib with the desire for gran¬ 


deur he had been entertaining in the past as a 
result of his being placed twice in the position 
of acting Prime Minister through the play of 
jesting circumstances. The Swatantra leader, 
thinking aloud, wondered how Mr Nanda, 
who had been inducted into the cabinet only a 
few days before the Railway budget was being 
presented, could have at alt agreed to accept the 
responsihllitjf for presenting to Parliament a 
document with the policies and proposals of 
which he could have had but little to do. 

This, however, was not the end of Mr 
Nanda’s troubles on that occasion, for quite 
a few Members of Parliament seemed determin¬ 
ed to drown his voice as he started reading his 
speech. The fact that he had to struggle 
tnrough Interruptions and interjections only 
served to aggravate his inbred inelegance as a 
parliamentary performer. Nor was the situa¬ 
tion improved by the nature of the Railway 
budget which imposed on Mr Nanda the un¬ 
pleasant Usk of announcing a highly unpopular 
increase in third class fares or travel by sub¬ 
urban trains. Mr George Fernandes, natural¬ 
ly. had a held day and was exercising his vocal 
cords to the limit of tlicir capacity for creating 
noise. 

Even so, Mr Nanda's misfortune as Railway 
Minister was only beginning. Even as he 
finished delivering his budget speech, it became 
evident that he would not be able to get his 
proposals through Parliament. It was not so 
much a question of the merits of his proposals. 
The issue, obviously, was whether the govern¬ 
ment could afford to stick to its resolution to 
make the travelling public at large, as distinct 
from the affluent section, contribute its share 
to meeting the losses arising in Railway ojiera- 
tions. This issue was settled soon enough as 
Mr Nanda began to simper and soften at the 
very first oaslaught by Members of Parliament 
who were oppos^ to the increase in third class 
fares. Since this initial adverse reaction, a 
steady barrage has been kept up by the various 
political parties. At the time of writing, the 
indications arc that Mr Nanda may have to 
agree to withdraw at least proposals relat¬ 
ing to third class and suburban fares. He 
may perhaps have to surrender at least Rs 11 
crorcs out of the estimated Rs 39 crorcs of 
additional revenue proposed to be raised 
through the increase in freight rates and pas- 
.senger fares. 


The position taken by the Government of 
India that the diplomatic missions in our coun¬ 
try should close all their offices located in cities 
or towns other than those in which the missions 
or their consulates or trade offices are located 
will in effect be hitting principally the five Unit¬ 
ed States Information Service (USIS) centres 
which are located in Lucknow, Patna, Banga¬ 
lore, Hyderabad and Trivandrum. It is equally 
evident that this action is linked to the govern¬ 
ment’s inability to approve of the Embassy of 
the USSR going on with its project for a cul¬ 
tural centre at Trivandrum. To put it bluntly, 
Mrs Gandhi's administration is asking the US 
embassy to close the five USlS centres so that 
she may be able to plead with the Government 
of the Soviet Union that the USSR i$ not being 
discriminate against. This is not a situation 
which we, as citizens of a free country, can 
accept without hurt to our proper pride or self- 

As Tke itihdusm Times pbitited out In a well 
argued eitorial, the live US|S libraries now' 


threatened came into being before a regulation 
of 1954, under which the Government of India 
seems now to be acting. It follows that, un¬ 
less there are reasonable grounds for the 
Cjovcrnmcnt of India to exercise its sovereign 
right to overlook this chronological factor, its 
action in asking for the closing down of tlie 
five USIS librancs is bound to be regarded as 
having bren motivated by extraneous considera¬ 
tions. 

It was perhaps with a view' to meeting this 
point that the Minister for External Affairs, 
Mr Dinesh Singh, thought it fit to state in Par¬ 
liament that the Government had information 
that certain information centres of foreign 
missions had been indulging in ’'undesirable 
and political activities”. Mr Singh’s apologia, 
however, only makes matters worse since his 
charge against foreign missions is bound to be 
linked to the government's move against the 
five USIS libraries. The Minister for External 
Affairs has assumed a very grave responsibility 
indeed since his observations and accusations 
arc bound to impinge on our country's diplo- 
m'itlc relations with the United States. Al¬ 
ready the US Ambassador in India, Mr 
Kenneth B. Keating, has asked politely but 
firmly to be shown any evidence (hat the 
Government of India may have for impugning 
the conduct of the US cultural centres so that 
he may inquire whether and to what extent 
these centres have departed from the straight 
and narrow path of functioning completely 
in the open. 

* « 

If only because India is rightly regarded as 
one nation from Kashmir to KaJiyakumari, 

1 welcome the efforts of the Akali party in 
Punjab and the DMK in Tamil Nadu to eqgage 
in a friendly handshake across the length 
of our land. In any case I fail to see why so 
many eyebrows should have been raised mainly 
because Mr Gurnam Singh is carrying on a 
political flirtation with Mr Karunanidhi or 
vice versa. The fear that this may be the 
beginning of a political trend which could 
strengthen the divisive forces in the country 
seems to be exaggerated. It is possible, no 
doubt, that the extremist elements in the Akali 
camp may w ant that party to join forces with 
tlic DMK in opposing Hindi as the official lan¬ 
guage, but even in such likely areas of common 
adventure, local political circumstances Or 
compulsions are bound to prevail over the 
attractions of ambitious inter-regional diplo¬ 
macy. Would the Akalis, for lastance, not 
hesitate to antagonise the Jana Sangh in Pun¬ 
jab? 

It seems to me that the nation would gain 
more than it may lose should regional parties, 
which have no prospects of spreading beyond 
the limits of their respwtive states or regions, 
come together for forging federal links. This 
process could perform the valuable function of 
rescuing sub-national parties from the claus¬ 
trophobia of parochial politics. Moreover, in 
the present political context, understandings 
between regional parties may have the advan 
tage of strengthening the bargaining position of 
such parties with the wheeler-dealer government 
now functioning at the centre. Finally, f 
would make the suggestion, purely in the Iifiht- 
er vein, that it should add to the gaiety of our 
nation were more and more Sikhs to start 
pfonoundiig the names of Mr Atibaxhagan, Mr 
Madhiazhagan, Mr Nedunchezhiyan and other 
leading lights ot the DMK. 

V,B. 
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STATE BUDGETS 

The Tamil Nadu bud^t for 1970-71 has esti¬ 
mated a revenue deficit of R$ 8 *94 crores of 
which R$ 6 crores is to be covered by additional 
imposts. The Finance Minister, Mr K. A. 
Mathiazhagan, said while presenting the bud¬ 
get that the government would raise Rs 23 
crores by way of open market loans in the en¬ 
suing year. The budget reveals an uncovered 
deficit of Rs 2 *94 crores. The deficit will turn 
out.to be substantial if certain assumptions in 
framing the budget are belied. For instance, 
in proposing a stepped-up Plan outlay credit 
has been taken for central Plan assistance of 
the order of Rs 45 crores as against Rs 36 *6 
crores oflered by the centre and no specific pro¬ 
vision has been made in the budget to meet a 
commitment of Rs 6 crores arising from a con¬ 
cession to state government employees. The 
state government proposes to urge the centre 
to release ad hoc assistance to meet this burden. 
The budget estimates revenue receipts at Rs 
288 *40 crores and revenue expenditure at Rs 
296 98 crores leaving a deficit of Rs ^ -94 
crores. TJie revised estimates for 1969-70 
disclose revenue receipts of Rs 282 -92 crores 
and revenue expenditure of Rs 299-.56 crores 
showing a deficit of Rs 16 64 crores against Rs 
16*71 crores envisaged in last >car's budget. 

In looking for additional tax revenue, the 
Finance Minister confined himself to tradi¬ 
tional fields. Out of Rs 6 crores as additional 
revenue. Rs 2 3 crores is to come from adjust¬ 
ments in the rates of sales tax on single-point 
commodities. Increase in the rate of tax on' 
items listed as luxury goods from 12 per cent to 
15 per cent is expected to yield Rs 1*3 crores, 
and an increase from 6 per cent to 8 in the case 
of cement and from 7 per cent to 9 per cx?nt in 
the case of electrical goods, precious stones, 
banned rubber sheets, scents and perfumes, 
tractors and bulldozers is estimated to bring in 
Rs 1 crorc. A new impost in the form of a 
7^ per cent surcliargc on sales tax on asscs- 
.sees whose annual turnover exceeds Rs 5 lakhs 
is expected to yield Rs 1 1 crores. The levy is 
also applicable to dealers, covered by the Tamil 
Nadu 5>alcs of Motor Spirits Taxation Act, 
but the dealers will not be allowed to collect 
the surcharge from the consumers. Additional 
revenue to the tune of Rs 1 -6 crores is expected 
to be realised from adjustments in the rate of 
motor vehicles tax. The rale of tax on |>etrol. 
aviation fuel and other motor spirits excluding 
diesel oil has been put up by 2 paisc per litre to 
bring in a revenue of Rs 0*5 crore. A hun¬ 
dred per cent increase in show tax on cinema 
theatres is estimated to yield another Rs 0*5 
crores. 

The Mysore State budget for 1970-71 re¬ 
veals revenue deficit of Rs 15 *48 crores and 
overall deficit of Rs 11* 16 crores. Mr Rama- 
krishna Hegde, the Finance Minister has pro¬ 
posed a few taxation measures based on the 
recommendations of the Bhoothalingam Com¬ 
mittee which would yield an additional revenue 
of about Rs 5 crores. The revenue for 1970-71 
at the existing level of taxation is estimated at 
Rs 233 47 crores and the expenditure on reve¬ 
nue account at Rs 248 *95 crores leaving a re¬ 
venue deficit of Rs 15 48 crores. The revised 
estimates for 1969-70 place the revenues at Rs 
216 *47 crores against Rs 213 *26 crores in the 
budget estimates. The revenue expenditure 
for 1969-70 i.s placed at Rs 222 *71 crores show¬ 
ing a reduction in the revenue deficit to Rs 6 24 
crores. If capital transactions are also taken 
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into consideration, the ovgri^l deficit for 1969-> 
70 gets reduced from Rs -59 crores to Rs 
22 '58 crores. The budget estimates for 1970-71 
reveal improvements in revenue from sales tax 
(Rs 3 *7 crores), lottery scheme (Rs 3 *57 crores), 
share of income-tax (Rs 2*4 crores), The 
expenditure on revenue account next year re¬ 
flects an increase of R$ 26 *24 crores mainly due 
to the upward revision of pay-scales of govem- 
ment servants (Rs 9 crores). Rs 2*j3-crorc 
increase in interest charges and Rs 2'2-crQre 
increase under the lottery scheme. iHie budget 
estimates place capital outlay at Rs 42*43 
crores. the bulk of which, namely Rs 19 32 
crores, is allocated to irrigation. In the capital 
budget, credit is taken for a market borrow¬ 
ing of Rs 15 crores which includes repayment of 
Rs 5 -63 crores under the 4i per cent Mysore 
State Development loan due for repayment. 
After providing for all the transactions the bud¬ 
get shows a deficit of Rs 8 20 crores. 


The Kerala budget for 1970-71 contains a 
heavy dose of taxation which will net an addi¬ 
tional revenue of Rs 190 lakhs. Despite new 
taxes and other revenue-augmenting measures 
proposed in the budget there will be a heavy 
.deficit of Rs 23 crores. Finance Minister, Mr 
N. K. Seshan, who presented the budget, an¬ 
nounced an increase in destitute and service 
pensions which would cost the state exchequer 
Rs 50 lakhs more a year. He also proposed 
increase in the minimum rate of contribution 
10 the General Providedt Fund of government 
employees from the present 6 per cent to 8 per 
cent from April 1,1970. This higher minimum 
would be made applicable to the aidcd-school 
employees provident fund also. A net receipt 
of Rs 70 lakhs is estimated in a year by this 
measure. 


A deficit of R$ 12 *50 crores, which was left 
uncovered, was shown in l-buyana’s budget 
estimates for 1970-71, presented to the State 
Vidhan Sabha on February 24, by the Finance 
Minister, Mrs Om Plrabha Jain. The deficit, 
Mrs Jain told the House, would further increase 
and would be in the neighbourhood of Rs 
14*50 crores. This would include approxi¬ 
mately Rs 2 crores on additional outlays other 
than printed in the budget, on some selected 
programmes to provide further benefits to the 
people. 

The total receipts on revenue and capital 
account were placed at Rs 160 *84 crores and 
the expenditure estimated at Rs 173 -34 crores, 
leaving a deficit of Rs 12 *50 crores. This de¬ 
ficit included a deficit of Rs 5 *89 crores carried 
over from the current year. No fresh taxation 
was suggested and, instead, certain relief mea¬ 
sures such as reduction in tax rate on oils from 
three to one cent was announced. Revenue 
receipts in revised estimates, she said, had gone 
up to Rs 8S *90 crores against budget estimates 
of Rs 78 *34 crores. Mrs Jain said improve¬ 
ment in receipts was mainly on account of mea¬ 
sures taken during the year for additional 
mobilisation, greater and better realisation of 
state taxes, mater share in central taxes as a 
result of the Fifth Finance Commission’s award 
and a larger income from state lotteries. 

0 

SUGAR MILLS’ TAKEOX'ER 

The Indian Sugar Mills Association has ex¬ 
pressed concern at the UP and Bihar govern¬ 
ments' decision to take over sugv mills in their 
re.spective states. ISMA president, Mr V.H. 
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Dalmia. stated recently that nationidisatic 
would only retard the sugar industry’s \ 

Mr Dialmia. wanted a high-level complies td;* 
study the wMtipg ojf the sugar industrySri^he 
context of thd demadd for The 

committee diotild assess the finandif; adthCnis- 
trative and manafleriaJ problems involved as 
also the organisational structuie necessary to 
implement the committee’s recommendations. 
It was surprising that the tWo state govern¬ 
ments should have come to a decision in the 
matter when the Ptesident of India had indicat¬ 
ed in his address to Parifament that the centre 
would appoint a committee to go into the ques¬ 
tion. Mr Dalmia said. He welcomed the UP 
government’s recommendation to the centre to 
raise the statutory minimum price of sugarcane. 
For maiiUaining a favourable trend for increas¬ 
ed production in sugar and sugarcane, it was 
essential to assure the canegrowers of a remu¬ 
nerative price, Mr Dalmia added. 

TARFIF VALUE OF FRFJS MARKET SUGAR 

The Government of India has revised the 
tarifiT value of free market sugar from Rs 145 
to Rs 150 per quintal for the purpose of assess¬ 
ment of central excise duty. The revised tariff 
value became operative from Februiuy 23. 
1970. 


U.P. LAND REVENUE 

Drastically modifying the C.B. Gupta minis¬ 
try's measure, the new U P cabinet recently 
decided to exempt land holdings of up to 3 -125 
acres only from land revenue. The former 
government had exempted land holdings of up 
to 6 -25 acres from land revenue through an 
ordinance. The new decision would come into 
force from July next. While announcing the 
new decision, Chief Miiuster Mr Charan Singh, 
said that the benefit of exemption of 3-125 
acres from revenue would be available to all 
holdings of up to 12 *5 acres. But after the cabi¬ 
net meeting, he told newsmen the question of 
12 *5 acres was being reconsidered and studied 
in all its implications and a decision would be 
taken later. The decision exempting 3 125 
acres from land revenue would cost the state 
exchequer a loss of seven crores of rupees per 
year as against Rs il crores entailed by Mr 
Gupta’s ordinance. It would benefit roughly 
half the land-holders in the state. 


TAX SYSTEM 

The Economic and Scientific Research Foun¬ 
dation has called for a thorough probe into the 
tax system in our country, especially the scope 
for structural reform i n the tax structure. After 
a study Of wealth taxation, the Foundation’s 
fiscal consultant. Dr M. H. Gopal, has suggest¬ 
ed that the total tax burden of the personal in¬ 
come and wealth taxes together should not ex* 
ceed 90 per cent of the total income. In com¬ 
ing to this conclusion. Dr Oopal has noted that 
a heavy tax burden demoralises the wealthy 
entrepreneurs who in a developing mixed ec- 
nomy form the dynamic side of the private sec¬ 
tor. When the weight of income and wealth 
taxes exceeds the total income, it encourages 
avoidance. To Dr Qopal such a levy appears 
unwise from any angle but of ideology. Such 
a tax burden leaves Tittle scope and less incen¬ 
tive for larger saving and investment in the 
top income brackeu. Also it discourages in¬ 
novation and risky investments so necessary for 
economic growth. Because of the absence of 
a planned lax policy. Dr Gopal says there has 
been a muddling through with the wealth tax. 
Also, there does not appear to be much logic 
or neoessi^ behind the rate and slab chae^* 
In terms of tax burden, the present umn 
wealth tax has three basic featurei making it 
dlscriminatiye-^he tfistidctlon between umn 
and rural, and between movable and immowitme 
wealth, and among die cities themselves aeeom- 
ing to sire, the dab structure makes 
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reports to the people 

IN 1969 : Deposits increased by Rs. 24 crores or by 17%. 

Investment increased by Rs. 3 crores or by 9%. 

Advances increased by Rs. 19 crores or by 19.5%. 

Advances to agriculture, smsIt'Scele industries end exports 
amounted to Rs. 11.28 crores, showing an increase of 51 %. 

Advances to priority sectors amounted to 9% of the 
total advances. 

Increase in advances to priority sectors constituted 22% of 
the increase in total advances. 

Opened 36 branches, of which 32 were in semi-urban and 
rural areas; 24 of these were at unbanked centres. 

At thw end of 1969 UBI had 200 branches, of which 108 
branches were in semi-urban and rural areas. 


NOTABLE among the assistance to neglected sectors was the ciedit 
granted to various groups like ciay-modeilers, brass 
and bell-metal artisans, handloom and powerlbom weavers, 
co-operative industries, retail shop-keepers, etc. 
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the urban tax regressive both in the sdieduled 
rates and the effective rates within each wealth 
category and more pronouncedly as between 
the different categories. “It is doubtful if 
wealth taxes—general and urban--<-have achiev¬ 
ed either their revenue or their social objectives’* 
says Dr M. H. Copal. 

HM AUTO PARTS 

Vaukhall Motors of UK« a subsidiary of 
General Motors Corporation, USA, the world’s 
largest automobile manufacturers, have cho^n 
Hindustan Motors Ltd, Calcutta, as their 
source of supply for automobile parts to be used 
as original ntment for Bedford trucks produced 
by them. Earlier, Opel of West Germany, 
another GM subsidiary, had selected Hindustan 
Motors as supplier of automotive components. 
Supplies to Vauxhall include such m^or items 
as front axles, cylinder blocks and cylinder 
heads. The lirst coasignment of iron axles, 
weighing 29 tonnes, was recently air-lifted by 
Vauxhall in a chartered plane from Calcutta 
airport. 

NGEF AND EXPORTS 

NGEF has recently entered into a contract 
for export of electric motors worth about Rs 
1 crorc, to West Germany and neighbouring 
countries. This is the largest single export 
contract signed by any company so far for 
electric motors. 

NGEF is actively participating in tl\c national 
effort to increase exports of non-traditional 
items in spite of the fact that it commenced 
commercial production recently namely towards 
the end of 1965 The export efforts commenc¬ 
ed in 1967 after the products proved their 
worth in the indigenous market. Even in the 
first year of export efforts namely 1968-69 the 
company exported transformers, motors and 
switchgear worth over Rs 20 lakhs to various 
countries such as the Philippines, Thailand, Cey¬ 
lon, Egypt, Burma and Indonesia. 

Export of non-traditional items is difficult 
and this is more so in respect of sophisticated 
equipment like transformers, motors and 
switchgear. It may be mentioned that the 
entire exports of the country for these products 
viz. iransformers, motors and switchgear 
amounted to only about Rs 18 lakhs in the year 

1967-68 and about Rs KO lakhs in the year 1968- 
69. The remarkable target of Rs 20 lakhs 
exports achieved by NGEF in 1968-69 the very 
first year of its performance is to be gauged 
and apprec’Utcd m the context of these fads. 
In recognition of this outstanding performance 
the Mysore State Export Advisory Council 
has awarded to NGEF a silver medal. The 
exports in 1969-70 will be substantially higher 
ihan that of 1968-69. 

The company’s turnover during the past few 
years was : 

1965— -66 Rs 17 lakhs. 

1966— 67 Rs 138 lakhs. 

1967— 68 Rs 307 lakhs. 

1968— 69 Rs 504 lakhs. 

1969— 70 Rs 580 lakhs (planned) 

1970— 71 Rs 1160 lakhs (planned) 

It is noteworthy (hat NGEF has increased its 
turnover substantially during the last few years 
in spite of the prev'ailing recession in engineer 
ing mdustrie.s and at the same time achieved 
remarkable success in exports. 

NGEF was originally started and run as a 
departmental factory of the Government of 
Mysore and was converted into a public limit¬ 
ed company from October, 1, 1963 to enable 
more flexible operation. 

NGEF has collaboration agreement with 
M/s. AEG-TcIcfunken of West Germany now 


participating up to 15 per cent in the equity 
share capital. 

SARKAR COMMISSION 

The Government of India appointed on 
February 18. a one-man commission with Mr 
A.K. Sarkar, former Chief Justice of the Sup¬ 
reme Court, to into the irregularities in 
obtaining and utilising industrial licences by 
the 73 Tar^e industrial houses referred to by 
the Industrial Licensing Policy Inquiry Com¬ 
mittee. The commission has also been asked 
to go into the financial assistance received b> 
the 73 la^ industrial houses from the public 
financial iastitutions such as the IFC, ICICI, 
IDBI, the Lie, the Unit Trust and the State 
Bank of India. The commission is to report on 
whether any undue favour was shown or undue 
influence exercised in the grant of such assis¬ 
tance and the terms obtained. The commission 
has also been asked to fix the responsibility 
on the persons in any such irregularities. 

LEIPZIG FAIR 

Sixty-five countries and over 10,000 exhibi¬ 
tors are participating in the Leipzig Spring 
Fair which opened on March 1,1970. With the 
growing participation of Indian businessmen in 
the Fair, trade between the two counlries had 
grown from Rs 3 4 crores in 1955 to Rs 50 cro- 
res in 1969, with prospects of reaching Rs 60-70 
crores in 1970. India’s exhibits from over 
200 firms both from the public and private 
sectors, are di.splayed on an area of 546 sq. 
metres. Several export promotion councils 
arid commodity boards are participating. In 
addition, 29 leading firms have their indi¬ 
vidual stands in seven si*>ccialised commodity 
trade groups and three technical pavilions on a 
total floor area of about 485 sq. metres. 
Among the non-lraditional articles to be exhi¬ 
bited are sewing machines, electric fans, ba¬ 
tteries, cutting machines and files, petrol 
pumps, compressors and foundry products such 
as castings and pipes 

S.T.C. 

The State Trading Corporation of India 
Ltd. has shown a marked improvement in its 
working during the first nine months of the 
current financial year. Sales at Rs 161 crores 
compare favourably with Rs 167 crores in 1968- 
69. Profit before tax at Rs 12 19 crores ex¬ 
ceeds the last year's total profit of Rs 12 09 
crores, while overJieads at R.s 1 -74 crores arc 
just at the three-quarters level of last year's 
total figure of Rs 2-29 crores. Its exports 
during the nine-month period at Rs 40 crores 
lag behind the total of Rs 48 crores last year, 
though it expects to recover the lost ground 
during the last quarter. Exports in January 
this year amounted to Rs 5 *86 crores. 

Mr Prakash Tandon, Chainnan of STC, 
slated recently that implementation of export 
orders had been rather slow and that STC 
had to try hard to quicken its pace in this 
respect. The chairman pointed out that as a 
result of tight control on inventories and expen¬ 
diture, STC*.s cash position was very comfort¬ 
able; from on overdraft of Rs 13 *64 crores on 
April 1, 1968, the corporation had swung to a 
credit balance of Rs 4 19 crores as on January 
24, 1970. The shareholders (i.e., tlic Govern¬ 
ment of India) have been given a further bonus 
of Rs 1 crore. increasing die total equity during 
the year from Rs 2 crores to R$ 5 crores. A 
quarterly dividend of 5 per cent, making a total 
of 8 per cent for the first half year, has been 
paid. For the first time, STC,has secured 
export orders for steel wire ropes to Poland 
(Rs 2 50 lakhs) and to West Germany (Rs 0 -25 
lakh) as well as for radio valves to Bulgaria 
(Rs 5 25 lakhs). 

FICCI PRESIDENT ON RAILWAY BUDGET 

'^Once again on the plea of rationalisation of 
freight and fare structure, substantia) increases 


have been made in freight rates andpafsengcr 
fares,” said Mr Ramnath A. Podar in a state¬ 
ment to the Press, Since 1960, every year freight 
rates have been increased in one form or ano¬ 
ther. During the last two years, such increas¬ 
es have been effected outside the regular 
budget. The proposed increase in freight rates 
in ilie pR'sent budget amounts to Rs 25*30 
cix>res out of the total additional burden of Rs 
?9 crores. This is bound to re^'t itself in 
price rise of industrial raw materials, said Mr 
Podar. The common man would also be 
affected, in addition, by the increase in passen¬ 
ger fares. It is not convincing as to why the 
budget should aim at such an excessive surplus 
of over Rs 22 crores throiigli high levies. 
Mr Podar stressed that there was need for 
improving the operational cffictcncy of railways 
which had shown deterioration in the last three 
yean>. Very much more requiies to be done by 
wav of expeditious settlement of claims and en¬ 
suring the safety of goods from tlamagc and 
pilferage e/i route. 

INDO-DANISH AGREEMENT 

India and Denmark signed on February 16 
a three-year general co-operation agreement 
for assistance to projects in the shape of ser¬ 
vices of Danish experts, ancillary equipment 
and training awards for Indians selected to go 
to Denmark, Under the agreement, payment 
of siilaries, international travel costs of Danish 
experts, ocean transportation cost of Danish 
equipment and payment of allowances to Indian 
trainees will be the responsibility of the Danish 
government. The Government of India will 
meet local costs of payment of salaries to In¬ 
dian personnel, provision of materials and In¬ 
dian eqiiipmeni. 

SMALL-SCALE INDUSTRIES 

Tile value of production of 745 small-sized 
non-government and non-financial public li¬ 
mited companies with a paid-up capital of less 
than Rs 5 lakhs each increased by 6 *5 per cent 
from Rs 130 *7 crores in 1965-66 to Rs 139 -2 
crores in 1966-67, according to a study of the 
finances of these companies published in the 
Reserve Bank bulletin. The income from sales 
went up by 17 per cent during 1966-67 from 
Rs 129-6 crores to Rs 138 7 crores. Total 
expenditure also rose from Rs 127-5 crores 
to Rs 135 9 crores recording an increa.se of 
6-6 per cent. The increase is attributed to 
increased wage bill, higher raw muterial cost 
and rise in interest payments. 

EXPORTS TO IRAQ 

Iraq offers good scope for export of In¬ 
dian agricultural machinery, implements and 
tools. Exports from India to Iraq in 1968 
were valued at Rs 2*6 million India’s share 
has been limited to diesel engines, pumps, some 
rice mills machinery and spares. The principal 
suppliers of Iraq today are the UK and the 
USA followed by the USSR and other socialist 
countries. Iraq has. however, imposed cer¬ 
tain restrictions on imports from the USA, 
West Germany. Italy and Japan. There is 
thus good scope for improving India’s share 
in this market. There is no import duty on 
agricultural machinery apart from lawn mo¬ 
wers. The import duty on lawn mowers is 10 
per cent and on hand tools 15 per cent. 

SUGAR WAGE BOARD REPORT 

The second wage board for sugar industry 
headed by Mr K. Bhim Shankaran, a retired 
Judge of Andhra Pradesh High Court, submi¬ 
tted its report to the government on February 
18. The wage board was constituted in No¬ 
vember 1965. The recommendations of the 
wage board will cover about 200,000 workers 
employed in over 200 sugar factories in the 
country. The board was set up to consider 
further revision of the wage structure in the 
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indiisti*)' keeping in view the recommendations 
of the first wage board. 

CASHEW EXPORTS 

Cashew exports from India during the ten- 
month period ending January 1970 declined 
both in quantity and value compared to the 
same period in the previous year. Exports of 
cashew kernels during April 1969 to January 
1970 amounted to 49,900 tonnes valued at 
Rs 53.15 crorcs exported during the same peri¬ 
od of 1968-69 according to the Cashew Export 
Promotion Council. The USSR and the USA 
were the main buyers and they together accoun¬ 
ted for nearly 80 per cent of the total cashew 
exports. Expt^ris of cashewnut shell liquid 
during April 1969-January 1970 amounted to 

7.600 tonnes valued at Rs 90 6 lakhs as against 

8.600 tonnes valued at Rs 103 4 lakhs during 
the same months of 1968-69. 

RECORD CLOTH EXPORT 

Textile exports got off to a good start for 
1970 with a record shipment in January, valued 
at Rs 13 crorcs. For the stime month in the 
previous two years, the exports fetched only 
Rs 9 crorcs and Rs 6 crorcs respectively. In 
keeping with the phenomena^ improvement 
in the export of cotton yam during llte greater 
part of 1969, shipments of yarn were more than 
double of those macL‘ in the first month of 1969 
and a little over six times those shipped in 
January 1968 at 3 45 million kg valued at 
Rs 2 -86 crores. The improvement in the ex¬ 
port of cotton yarn has been mainly due to 
bulk deals that the Cotton Textiles Export 
Promotion Council has been able to pul through 
with such countries as Burma, C'cylon, Indone¬ 
sia and the UAR. 

FAIR PRICE OF SUGAR 

The Government of India has con.sidcFcd the 
Tariff Commission’s report on the “Cost. 
Structure of the Sugar Industry and the Fair 
Price of Smjar.” The recommendations of 
the commission in regard lo zoning of sugar 
factories and the cost schedules prepared by it 
for arriving at the cx-factory prices of sugar 
have been examined. The Commission has 
recommended the following fifteen cost zones, 
namely : 

1. Punjab 2. Haryana, 3. Rajasthan, 4 
West Uttar Pradesh, 5. Central Uttar Pradesh, 
6. East Uttar Pradesh, 7. North Bihar, 8. South 
Bihar 9. Gujarat, 10. Madhya Pradesh II. 
Maharashtra, 12. Mysore, 13. Andhra Pradesh 
14. Tamil Nadu & Pondicherry and 15. Orissa, 
Assam, Kerala and Bengal. 

After taking into account the various view¬ 
points m regard to the sizes of the zones, the 
commission has observed that on the whole the 
practical course to follow would be to substan¬ 
tially increase the number of price zones so as 
to reduce if not eliminate inter se anomalies 
in the cost structure. The Tariff Commission 
has given valid reasons in favour of a larger 
number of comparatively small and homoge¬ 
neous zones, particularly as the continuance 
of large size zones has given rise lo considerable 
anomalies due to the existence of wide varia¬ 
tions in these large zones- The Government of 
India has accepted the recommendation of the 
Tariff Commission in this regard- The go¬ 
vernment has also decided to adopt the cost 
schetlule prepared by the Tarifl* Commission 
for fixing levy prices for three years, i.c. 1969- 
70. 1970-71 and 1971-72 as ret’fommcnded by 
it. 

The Tariff Commission has recommended 
that in addition to the cost of production deri¬ 
ved from the cost schedules with reference to the 
duration of tlic season and the rate of recovery 
of sugar, a fixed ret'orn of Rs 10 50 per quintal 
of sugar should be provided. In its view, the 
present requirements of this particular industry 


would be more suitably met by a departure 
from the conventional method and by adopting 
instead a uniform amount per quintal as a 
margin to be added to the other costs in arriving 
at a fair price of sugar. Accordingly, the com¬ 
mission has come to the conclusion that Rs 
10 .50 per quintal would be a fair amount to be 
so added. The Government of India has 
accepted this recommendation. This amiount 
is intended to cover interest on capital, profit, 
taxation, etc. 

The Tariff Commission has made certain 
recommendations regarding the grant of reha¬ 
bilitation allowance and the levy of a graded 
slab system of excise duty according to capa¬ 
city. A decision on these recommendations 
has been deferred pending consultation with 
the concerned interests. 

The Tariff Commission has also made re¬ 
commendations on a variety of other items re¬ 
lating to production of sugarcane, sugar, gur 
and khandsari. The government will exa¬ 
mine these matters after consulting the in¬ 
terests concerned and the stale governments* 
decisions on these matters will be taken after 
such examination. 

Following the acceptance of the Tariff Co¬ 
mmission’s recommendations, the ex-factory 
prices of levy sugar of D-29 grade for the 1969- 
70 season (including excise duty at 23 per cent 
ad valorem) for the various zones have been 


fixed as follows : 


Price in Rs 

Zone 

per quintal 

Punjab 

164-84 

Haryana 

L53-29 

Rajasthan 

17716 

West Utlar Pradesh 

156 11 

Central Uttar Pradesh 

147 -93 

Eastern Utlar Pradesh 

15111 

North Bihar 

151-45 

South Bihar 

169 03 

Gujarat 

141-56 

Madhya Pradesh 

194 19 

Maharashtra 

135-54 

Mysore 

146-80 

Andhra Pradesh 

150-43 

Tamil Nadu & Pondicherry 

16616 

Orissa, Assam, Kerala & West Ben- 

gal .... 

159-49 


NEW PLANTS FOR LUDHIANA 

The Government of India has issued letters 
of intent to the Punjab Industrial Develop¬ 
ment Cx)rporation for setting up plants for 


manufacturing synthetic detergents, low cost 
radio receivers and trans-receivers. The Minister 
of State for Industries, Mr Ravel Singh, told in¬ 
dustrial ists recently, that the corporation would 
sponsor these projects in collaboration with 
private concerns and subscribe up to SI per cent 
of the share capital in the ventures. Establish¬ 
ment of a brewery would be taken up at Ludh¬ 
iana in April this year. The project was esti¬ 
mated to cost Rs. 1 25 cfores. A steel billets 
plant would be located at Ludhiana at ah esti¬ 
mated cost of Rs 3 '5crores. The Government 
of India has been requested to modify the let¬ 
ter of intent issued to the corporation for a 
plant for the manufacture of starch and glucose 
from maize so as to raise its capacity from 10 
tonnes to 50 tonnes a day. 

IMPORT LICENCES 

The Ministry of Foreign Trade has decided 
to issue import licences for raw materials, 
spares and components, financed under various 
loans and credits for full 12 months, straight¬ 
away from March 31 this year. Hitherto, 
such licences were issued for three months. 
The new facility would obviate the necessity 
of issuing licences after every quarter. 
However, for licences to be issued for a year, 
it would be necessary for the importers to place 
the orders within four months. When orders 
are placed within this period, the licences could 
complete the shipments within the validity 
period of 12 months. 

EXPORTS OF LEATHER GOODS 

The export of hides and skins, leather and 
leather manufactures showed an upward trend 
during the six-month period Anril-Septembcr 
1969 when, inclusive of footwear, India's sales 
abroad totalled over Rs 10 2 crores. The 
export of all these items, including footwear, 
in 1968-69 was about Rs 16 0 crorcs. A con- 
.siderable increase was registeral in the April- 
September 1969 period in export of raw hides 
and skins. Against total export of raw hides 
and skins worth Rs 5 -30 crores during 1968-69, 
export in April-September 1969 was Rs 5 -26 
crores. However, sales abroad of footwear 
are declining. During the period April-Scp- 
tember 1969, 1 -8 million pairs of leather foot¬ 
wear valued at Rs 2 22 crores were exported 
compared with 61 million pairs valued at Rs 
7 10 crores during 1968-69. Meanwhile, the 
government has announced tlic export policy 
for raw goatskins for 1970. According to the 
new policy regulations, established shippers 
will be allowed quota up to 15 per cent of their 
best year’s export during any one of the calen¬ 
dar years from 1954 to 1958. 


Readers’ Roundtable 


THE CASE FOR HSL 

Sir, in your leading article “HSL : Turning 
the Corner”, published in Uie issue dated 
February 13, I wish you had championed the 
case of HSL for a higher price with some more 
cmpliasis. If the government was chary of 
inflating the profits of the private sector steel 
plants—not that the private sector steel plants 
had a square deal—the least it could have done 
was to consider differential prices for the HSL 
plants by adding one more fund to the many 
funds which go into the uniform selling prices 
of steel. This is not to say that we must put 
a premium on inefficiency but when the govern¬ 
ment does decide to dictate a selling price, it 
cannot ignore the effect of a high capital block 
on the profits of a plant. 

If the Shipping Corporation of India and the 
Indian Oil Corporatlon^re making good profits 
the reasons are not exclusively better manage 
ment and marketing, the lack of which, it is 
fashionable to repeat, Hindustan Steel is sup¬ 
posed to be ailing from. For historical reasons 
tliese two units have their rates fix^ lo a large 
extent by international corijorations who have 
been in their business sufficiently long to know 


what is what. Most of the rates of SCI are 
fixed by tlie Conference Lines and the IOC 
selling prices are the same as those charged by 
the foreign oil companies. Devaluation of the 
rupee has been a windfall to these two units. 
For SCI, this meant an increase of almost 574 
per cent on its rupee earnings as the Conference 
Lines rates are quoted in pound sterling and for 
the IOC an increase of about 571 per cent on 
the quantum of oil processed from indigenous 
crude- -say five to six million tonnes. When 
the pound was devalued, the SCI did not suffer 
iiny appreciable fall in rupee revenue as the 
Conference Lines freight rates were increased by 
12i per cent! 

I am not trying to belittle the achievement 
of SCI and IOC. which have acquitted them¬ 
selves very creditably, or support the cause of 
a unit which works only to 65 per cent of its 
capacity in a booming market. But let the 
government make an effort to evaluate al! the 
factors involved before dictating a selling price 
or a minister hastens to shower encomiums on a 
selected public sector unit. Hindustan Steel 
ha$ a case for a higher price. 

Bombay K.V, CHALAM 
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The dimension of your dream doesn't bother us . whether it is to own a small-stale industry or a 
large-scale one... Mysore Government gives shape to your dreams. Lims on easy terms, land, 
water and power at cheap cost, technical assistance, lax refunds anc easy clearance from 
local Government departments. Mysore, the land of natural wealth, helps transtorm you rnto the 
industrialist you want to be. Mysore...a fertile land for industrial plants, 

Write now for further details toi 

DIRECTOR, DEPARTMENT OF INDUSTRIES & COMMERCE. 

GovptnrutjfM or yeedt\i aanq^lor**'l. OR 

MYSORE STATE INDUSTRIAL INVESTMENT & DEVELOPMENT CORPORATION LTD. 

Hiin Ho Rnd'l. 1B 

Issued by The Depuriment ot intornwjtio i & rounsm. Govemmeni ot Mysore'. 
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THE GWAUOR RAYON SILK MFG. (WVG.) CO., LTD. 

(Pulp Division) 

Birlakootam—Mavoor—Kozhikode 


saves 


enormous foreign exchange for National Development 



manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 


Gram : ‘WOODPULP’, Calicut. 


Phone 2 3871>74 


Mg. Agents : Birla (Gwalior) Pte. Ltd. Calcutta 



^{«roK<, 1970 
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Company Affairs 


automobile products 

Thb Autdmobiib Products of India Ltd has 
donto well in the first six months of the current 
year (August 1969, to January 1970). Sales 
have Mn higher at about Rs 5 crores* The com¬ 
pany expects a total turnover of Rs 12 crores 
in the current year against the actual sales of 
Rs 10 ‘25 crores in 1968-69. The pre-tax profit 
in the first half of the current year is estimated 
at about Rs 10 lakhs against a loss of Rs 11 
lakhs for the whole of 1968-69. 

The chairman, Mr M. A. Chidambaram, has 
said that the company expects to receive short¬ 
ly the government's permission for substantial 
expansion of its capacity. It has appilied for 
raising the capacity of two-wheelers from 24,000 
to 60,000 and of three-wheelers from 3,000 to 
12,000 units, per annum. The larger capacity 
will enable the company to reduce the produc¬ 
tion costs and develop new designs and models 
of scooters. As per its order books at the end 
of 1969, about 120,000 applicants for scooters 
and three-wheelers had oeen waiting for their 
turn. The chairman feels that it will not be in 
the interest of the company at this stage to in¬ 
crease the prices of its vehicles unilaterally when 
its application for expansion is under the consi- 

« ?n of the government. The Lucknow unit 
company is expected to show a signi¬ 
ficant improvement in its working in the current 
year. Its production has increased steadily. 
The company physically took over the manage¬ 
ment of this unit only on March 24, 1969; hence 
much reorganisation could not be effected with¬ 
in the short period of four months. The loss in 
the working of this unit for 16 months amounted 
to Rs 13 Takhs. The company has now im¬ 
proved the working of this unit which has 
already started making a modest profit. 

VICTORV FLASK CO. 

Mr V. R. Bhide, Managing Directoi, Victory 
Flask Co Ltd, told newsmen in Bombay recent¬ 
ly that the company had completed the export 
order of Rs 11 lakhs to the USSR and looked 
forward to another order for the supply of vac¬ 
uum flask to be completed before July this year. 
The compan*^ has installed an automatic plant 
capable of manufacturine 25 to 30 pieces per 
minute* Its annual production and sales are 
of the order of Rs 1 -50 crores. Mr Bhide ex¬ 
pected the exports this year to reach Rs 20 
lal^. The company is exporting flasks to 
various countries from the Philippines in the 
east to Norway in die west, thou^ the bulk of 
them go to the USSR and Yugoslavia. 

UPPER DOAB SUGAR 
Tlio working results of the Upper Doab 
Sugar Mills Ltd. during the year ended S^tem- 
ber 30.1969* has resulted in increased net pro¬ 
fit Rj 28 -43 lakhs after providing Rs 14*24 
lakhs for depieciation, Rs 1 *76 lakhs for 
d^opment relMite reserve and Rs 35 lakhs for 
taxation. The directors have proposed a final 
equity cUvidefid of 7 *5 per cent for the year. 
Together with the intermt dividend of IS per 
cent paid aarher. the total, dividend will be W *5 
per cent and win absorb Rs 16 *g7 lakhs. The 
sugar fae(x»y cnisbed 4 *39 million qwntels of 
cane but tne sugar recoveiy was 8*69 per 
cent onty, 

WAiXa»ANDNAQAR iNDUSnTRlSS 

DeB^6s a aubstantial rise in tumow from 
Rs oroM to lU 10*22 crores (which is a 


record for the company representing an increase 
of nearly 31 per cent over the previous year), 
tJ^ financial results of Walchandnagar Indus¬ 
tries Ltd have suffered a severe setback during 
the year ended September 30, 1969. The gross 
profit has declined to Rs 58 07 lakhs from Rs 
152 09 lakhs and the net profit has similarly 
dropped to Rs 16*38 lakhs from Rs 50-72 
lakhs. The directors attribute the fall in profit 
to the introduction of excise duty on a<i valorem 
basis coupled with the declining trend in the 
open market price of sugar. Scarcity of essen¬ 
tial raw materials and rising costs have almost 
wiped out the benefits of a higher turnover in 
the industrial machinery division. 

BAYER INDIA 

Bayer (India) Ltd continued to make satis¬ 
factory progress during the year 1969 with sales 
increasing by roughly 40 per cent compared to 
the previous year at Rs 5 80 crores. Rubber 
chemicals continued to be the most important 
products. The sales of pesticides and pharma¬ 
ceuticals also increased substantially. The 
preliminary figures released by the company 
showed a net profit of Rs 41 -06 lakhs compared 
to a loss of Rs 40-30 lakhs in the previous 
year, after providing Rs 50-02 lakhs for depre¬ 
ciation and Rs 11 lakhs for statutory develop¬ 
ment rebate reserve. The total development 
rebate reserve till the end of 1969 amounted to 
Rs 76 -50 lakhs. The net profit is adjusted against 
the accumulated losses which now stand reduc¬ 
ed to Rs 113 *02 lakhs from Rs 164 08 lakhs in 
the previous year. 

BRITANNIA ENGINEERING 

The working of the Britannia Engineering Co 
Ltd, resulted in a loss of Rs 43*76 lakhs in 1968 
as compared to the loss of R$ 85 *29 lakhs in the 
previous year, after providing Rs 16-71 lakhs 
for depreciation. A total debit balance of Rs 
112*87 lakhs has been carried forward. The 
turnover was equivalent to Rs 3*90 crores. 
The loss for the third successive year was due 
to severe recession in the engineering industry. 
In the current year, some unutilised capacity 
will be utilised for producing wagon forgings. 
The company has obtained a licence to manu¬ 
facture 55 h.p. and 70 h.p. crawler tractors in 
technical collaboration with Marshall Sons and 
Co Ltd, Gainsborough. The directors hope 
that there will be a sustained demand for this 
new product. The first 70 h.p, tractor is expect¬ 
ed to be completed in March. The company 
has undertaken the manufacture of heavy trail¬ 
ers in collaboration with Marshall Sons and Co 
(India) Ltd. Orders in hand for wagon produc¬ 
tion will keep this section busy until June 1970 
by which time further orders arc anticipated. 

KIRLOSKAR-ASEA 

The working of Kirloskar-Asca Ltd during 
the year ended September 30, 1969, has resulted 
in improv^ gross profit of Rs 10*01 lakhs, 
following a rise in sales to Rs 53 *24 lakhs from 
Rs 42 *33 lakhs. Allocations include: deprecia¬ 
tion Rs 2 *50 lakhs, managing attnU remunera¬ 
tion Rs 75,111, devdopment teoate reserve Rs 
IC’,735 and taxation Rs 1 *45 lakhs. The net 
profit thus works out higher at R$ 5 *14 iaUis. 
General reserve gets Rs ,2*75 la^s. 
directors have proposed to raise die equity 
dividend from 5 p«r cent to 6 per cent, which 
will absorb Rs 2 *40 lakhs, they point out 
that the present supply of certain essential raw 


materials such as steel sheets and copper sec¬ 
tions is not adequate. 

INDIAN VEGETABLE PRODUCTS 

Indian Vc^table Products Ltd, has reported 
better working during the year ended Septem¬ 
ber 30, 1969 with improved salc.s and profits. 
Sales have risen to Rs 5 -92 crores from Rs 5 05 
crores. The working during the year has re¬ 
sulted in a higher gross profit of Rs 17 *23 lakhs. 
After providing Rs 2 -94 lakhs for deprecia¬ 
tion, Rs 26,000 for development rebate reserve 
and Rs 7 *44 lakhs for taitation the net profit 
works out higher at Rs 6 59 lakhs. After mak- 
ing some adjustmems, the amount available 
for disposal is Rs 7 -93 lakhs from which a sum 
of Rs 7 -92 lakhs has been transferred to general 
reserve, leaving Rs 768 to be carried forward, 
against Rs 517 brought in. The directors 
have proposed an equity dividend of Rs 16 per- 
sharc (inclusive of bonus dividend of Rs 3 per 
share) against Rs 15 per share paid last year. 
Dividends will absorb Rs 4-65 lakhs and will 
be paid from the general reserve. According 
to the calculations of the company abont 27 
per cent of the proposed dividend will be tax 
free. An application has been made to the tax 
authorities for determining the quantum of tax, 
free dividend, 

RAZA BULAND SUGAR 

The working of Raza Buland Sugar Company 
Ltd, has resulted in a small toss of Rs 11-11 
lakhs for 1968-69 as against a loss of as much 
as Rs 55 ‘27 lakhs for the preceding year. The 
dividend is naturally skipped again, 

HINDUSTAN HOUSING FACTORY 

The Hindustan Housing Factory Ltd, a cen¬ 
tral government undertaking, lias raised the 
dividend from 6 per cent to 8 per cent for 1968- 
69. The company's production during the rear 
touched an all-time high at Rs 19 41 million 
against Rs 18 million in the preceding; year. 
The central government’s sharelioldlngs in the 
company amount to Rs 4-90 million. 

MARTIN BURN 

Tne directors of Marlin Burn Ltd, have pro¬ 
posed a dividend of Re 1 a share on the ordi¬ 
nary shares for the year ended September 30, 
1969, payable on or after April 2 to (hose share¬ 
holders registered as on March 30. The total 
dividend paid for the previous year was only 
60 parse a share. 

RUBY GENERAL 

The directors of Ruby General Insurance 
Company Ltd, have proposed an interim divi¬ 
dend of Rs 1 -25 a share for the year ended 
December 31, 1969. Transfer books will be clos¬ 
ed from March 20 to 24. The total dividend 
paid for 1969 was Rs 1 -25 a share. 

HERCULES HOISTS 

Hercules Hoists Ltd, has earned improved 
net profit of Rs 2 *77 lakhs during the year end¬ 
ed August 31, 1969 as compareed to Rs 88,834 
in the previous year, after providing Rs 80,410 
for depreciation and Rs 563 for development 
rebate reserve. Sales have risen to Rs 23 *56 
lakhs from Rs 18 *66 lakhs. The development of 
ratchet hoists has been completed and sales of 
this product are expected to be establislied in 
the current year. 

KIRLOSKAR CUMMINS 

Kirloskar Cummins Ltd has proposed a 
higher equity dividend of Rs 5 per share for the 
year ended September 30, 1969 against Rs 4 
for the previous year. 

BOMBAY DYEING 

Bombay Dyeing and Mfg. Co Ltd, has pro¬ 
posed a linal equity dividend of Rs 2 per snare 
to shareholders on the company s master on 
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March 16. With an interim dividend of a 
rupee per .«ihare, the company has maintained 
the total distribution of m 3 for 1969. 

Vi> 

UNION CARBIDE 

Union Carbide India Ltd proposes to issue 
further bonus shares in the ratio of one equity 
share for every two shares held. 

HONGKONG & SHANGHAI BANKING 

The directors of the Hongkong and Shanghai 
Banking Corporation, announced recently that 
the pront of the bank, including dividends from 
sub^diaries, for the year ended December 31, 
1969, after providing for taxation on profits 
on the same basis as in previous years end 
after makii^ transfers to inner reserves out of 
which provision for diminution in the value of 
assets has been made, amounted to HKS 
90,736,157 (1968 HKI74,893,005). These figures 
arc subject to audit. It is proposed to make a 
transfer of HKSIO million to the published 
reserves and to write HK$ 2 million off bank 
pmmises. It is then proposed to pay a final 
dividend of 9/- per share (instead of 7/- as fore¬ 
cast last year) costing HKS50.319,644. These 
appropriations, together with the interim divi¬ 
dend of HK$22,407,136 already paid, leave 
HK8f ,009,377 to be added to the undistributed 
profit carried forward. The total distribution 
for the year will thus amount to HK$72,726,780 
compared with HK$6],634,406 paid in 1958. 

It is further proposed to recommend to share¬ 
holders at an extraordinary general meeting to 
be held on Thursday March 26, 1970 that a free 
.scrip issue be made in the proportion of one new 
share for each share held on March 26, 1970 
by the capitalisation of HK819L291,623 of the 
Reserve Fund. Tlie new shares will not rank 
for the proposed final dividend for the year 
ending December 31, 1969 but will be entitled 
to all subsequent dividends. Permission will be 
sought from the stock exchange in London 
and in Hong Kong for the quotation of the new 
shares. To give effect lo the proposed free 
scrip issue shareholders will be asked to ap¬ 
prove an increase in the capital of the corpora¬ 
tion from HK8300 million to HKI5()0 million 
by the creation of 8,0(X),000 new shares of HK$ 
25 each. The directors have no present inten¬ 
tion of issuing the balance of new shares but 
they consider that it is desirable to have un¬ 
issued shares available. If this proposal is 
approved the Reserve Fund will be restored to 
HKS26U million by the transfer of HK$ 
191,291,625 from inner reserves. Subject to 
the level of profits of the corporation being 
maintained the directors expect to make the 
same total distribution and to pay dividends 
totalling 6/6d per sltare for the year 1970 on 
the ir creased capital. 

LICENCES & LETTERS OF INTENT 

The following licences and letters of intent 
were issued under the Industries (Develop¬ 
ment and Regulation) Act 1951 during the 
period November 30 to December 27, 1969. 
The list contains the names and addresses of 
the licensees, articles of manufacture, types of 
licences — New Undertaking (NU); New 
Article (NA); Substantial Expansion (SE): 
Carry on Business (COB); Shifting — and 
annual installed capacity. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s Hind Wire industries Ltd. P-16, Kalakar 
Street, Calcutta-7. (West Bengal) -G. S. Wires 
-14,000 tons; H. B. Wite~.l,000 tons (15,000 
tons after expansion) <SI:); Shri Modu Ttmblo, 
P. B, No. 31, Margao-Goa. (Gqiarai)—Foun¬ 
dry, Grade Pig Iron—3,00,000 tons (NU); 
M/s Parasramka Commercial Co Pvt Ltd; 
135, Canning Street, Calcuita-l. (West Bengal) 
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—Steel Wires—1,600 tons (Thinner than 13 
gauges). (NA). 

Fuels 

M/s Damagoria Amdiha Coal Co, (Props. 
Damagoria Amdiha Colliery) P.O. Shamadah^ 
Burdwan. (West Bengal)—Coal—18,500 ton¬ 
nes (NU); 

Eleotiical Equipment 

M/s Fort Gloster Indastries Ltd, Hall & 
Anderson Building, 31, C^iowringhra Road, 
Calcutta-16. (West Bengal)—PVC Insulated; 
PVC Sheathed Cables—800 Kms.; M/s Univer¬ 
sal Electrics Ltd, 15, India Exchange Place, 
Calcutta-1. (West Bengal)—(1) Multi Contact 
Relays (for locomotives), (2) Three Pole—non- 
directional lUMT over current stunt tipjping 
Relays with or without, adjustable settings. 
1250 (One thousand, two hundred and 
fifty) nos. (NA). 

Industrial Machinery 

M/s Mukand Iron Sc Steel Works Ltd, 
Lalbahadur Shastri Marg, Kurla, Bombay-70. 
AS (Maharashtra)— Ball Mills, Cube 
Mills, Crushers—Capacity will be fixed after 
watching the production of the next three 
years. (NA); M/s Hindustan Motors Ltd, 
Uttarpara, Hoogly. (West Bengal)—Inclibable 
Press Horming Presses Single Action Presses 
upto to 400 tons capacity. (Rs 50 lakhs only) 
(NA). 

Chemicals (Other than Fertilisers) 

M/s Hindustan Organic Ltd, P.O. Rasayani, 
Kolaba, Maharashtra. (Maharashtra)—Para 
Nitro Phenol—*15,000 tonnes (NA). 

Drugs Sl Pharmaceuticals 

M/s Sandoz (India) Ltd, Sandoz House, 
Dr Annie Besant Road, Worli, Bombay-18. 
(Maharashtra)—Inteslopen Substance—-22 -8 
tonnes (SE). 

Textiles (Including those Dyed, Printed & 
otherwise processed) 

M/s Champdany Jute Co Ltd. 2, Netaji 
Subhas Road, (Talcutta-l. (West Bengal)— 
Jute Carpet Backing Cloth. (200 Broad looms 
to produce 10,160 tonnes of carpet backing 
cloth). (SE). 

Sugar 

M/s Shrec Diidhgana Vedganga Sahakari 
Skhar Karkhana Ltd; Bidri (Mouninagar), 
Taliika Kagal, Kolhapur, (Maharashtra)— 
Sugar—750 tonnes c.o. of sugarcane per day. 
(SE); M/s The Nizam Sugar Factory Ltd; 
Fateh Maidan Road, P.B. No. 1, Khairatahad, 
Hyderabad (Andhra Pradesh)—Sugar-Crush¬ 
ing capacity of 1,250 tonnes of Sugarcane per 
day. (NU); M/s Anil Starch Products Ltd; 
Anil Road. Ahmedabad-2. (Gujarat)—Liquid 
Glucose—12,600 tonnes & Dextrose—14,400 
tonnes. (SE). 

Rubber Goods 

M/s Dunlop India Ltd; 57-B, Free School 
Street, Caicutta^l6. (Tamil Nadu>—Automobile 
Tyres A Tubes—2R),000 nos. each (SE). 

Metallurgical Industries 

M/s Vulcan-Lavel Ltd; Mustafa Building, 7-A 
Sir P. M. Road, P.O. Box No. 735, Bombuy-lO 
BR. (Maharashtra)—Coils (Plate type)—1,000 
Sq. Meters. (NA); M/s L. G. BalakrisJinan A 
Bros Pvt Ltd; P. B. No, 254, India House, 
Trichy Road. (Tamil Nadu) Coimbatore-]— 
Cold Rolled Steel Strips. (M. S. Grades, Alloy 
Grades, Deep Drawing quality grades)—6000 
tonnes. (NU); M/s Harbanslal Malhotra A 
Sons Pvt Ltd; 18, Netaii Subhas Road, 
cutta-1. (Haryana)—U. R. Alloy Steel Strips— 
3,500 tonnes, on the basis of maximum uttnop* 
tioti of plant A machinery on 2 shifts woilctfig 
(NU). 

Electrical Equipment 

M/s Eswaran A Sons Engineers (Pvt) Ltd; 
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5-7, Second UneBdacK P.B. No. 1912, Madras 
1. (Tamil Nadu)—Air Circuit 
Amps—900 nos. Air Circuit Brepkers-^’^RIOO 
Amps.—300 nos. (NA); M/s Salgdocar Sum- 
neers Pvt Ltd; Salgaocar House, Vasco^* 
Oama, Coa. (Ooa)^5now-Blowen Detach¬ 
able type—50 aos. {NU). 

Indastridl Maehfaiciy 

M/s Garden Reach Workshop Ltd; 43/46, 
Garden Reach Road; <^cutta-24* (West 
Bengal)—Hydraulic S^ng Gears—15 nos. 
(NA); M/s Garden Reach Workshop Ltd, 
43/46, Garden Reach Road; Cakxitta-24, (West 
Bengal)—Electric Anchor—20 nos. Windlasses 
Electric Capstans—12 nos. (NA); M/s Travan- 
coie Electro-Chemical industries Ltd; P.O. 
Chingavanam, Kerala State. (Kerala>-'Silicon 
Carbide Grains—1500 tonnes (NA). 

Agricultural Machinery 

M/s Lynx Machinery Ltd; 2, Ring Road, 
Lmpat Nagar-IV, Part-I, New Delhi-24. 
(Haryana)—TL-30A (30 HP) Crawler Trac¬ 
tors—3,000 units (30 HP) (NA); The Managing 
Director, Bharat Earth Movers Ltd; Banoa- 
lore-17. (Mysore)—Tiger—120 S 

Tractors/Front-end leaders—50 nos. (NA). 

Chemicals 

M/s Kajan Kumar Rsugarhia, Mica House 
A Pretc^a Street, Calcutta-16. (Rajasthan)— 
(/) High D<msity Polyethylene woven sacks— 
2 *5 million, (n) Plastic Tarpaulins—100 tonnes, 
(Hi) Plastic Woven sheets^S tonnes. (NU); 
Shri L. R. Reddy, 15, Mayfair, Veer Nariman 
Rd; Bombay-20 (Midiarashtra)—(f) P.V.C. 
Sacks—3 5 million per annum, (it) P.V.C. Flat 
Extruded film A sheets—1,000 tonnes p.a. 
(NU). 

Drugs A Phannaoeuticals 

Sliri K. M. Patel, Elys Chemical Laboratories 
(Pvt) Ltd; Radha Kur\j, Flat No. 4, Santacruz 
(West), Bombay-54. (Maharashtra)—Chloram¬ 
phenicol A Tetracycline —20 tonnes (NU); 
Shri R. N. Dey, c/o M/s Boots Pure Drug Co 
(India) Ltd; 35, Lotus Court, Jamshedji Tata 
Road, Bombay-1. (Maharashtra)—(i) Diloxa- 
nide Furoate B.P.—12 tonnes. (NA); (/7) Phar¬ 
maceutical Lozenges—60 million^ Nos. 

after expansion. (SE) (BA); M/s Delicia India 
Ltd; Mahalaxmi Chambers, 22, Warden Road, 
Bombay-26. (Maharashtra)—DicofoJ (Kcl- 
thane)—100 tonnes (NA). 

Food Processing Industry 

M/s Northern Dairies India Ltd; 6, Panch- 
shccl Maig, New DeUii-ll. (Rajasthan)—Malt¬ 
ed Milk 400 tonnes Skim Milk Powder— 
1000 tonnes. Industrial; CasSinH~37 tonnes 
M/s Amrit Foods (Pvt) Ltd; G.T. Road, 
iabad, U.P. (Uttar Pradesh)—(/) Vege¬ 
table Protein Drink—4,000 tonnes, (f/) Frozen 
Dessert—5,000 tonnes p.a. (NU). 

Glass 

M/s Vazir Glass Works Ltd; J.B. Kaaar, 
Andheri, Bombay-59. (Maharashiia)—Glass 
Bottles—12,000 tonnes p.a. (SE). 

Chuiigu In Names (OwAuri/Undlertafctnis) 

(Information pertains to partlenlar Bmices oaf^) 

From M/s DeUon atle Co to M/s Ddton 
Cable Industries Pvt Ltdi. 

ticeiicai RairabNl or Stirrundarotf 

qufbrmaliou pertuiitt lo juutkAr Besness uidy) 

M/s Nathani Industries* Pvt Ltd; Alining 
Vidya Vihat Rly^ Statioui* Bombay-77 (AS)—) 
AutotiMblle and Sdeml^ A 
iostftimems bans. M/i P^' S. BalL 
Co Ltd: 7-A Rajpur. RoiuL 
RoUmr A Taponed BesrriJigs. 
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Most of Indiums textile exports now carry 
the stamp of the Textiles Committee. It 
gives the foreign buyer Obnudeie con* 
fidenoe in the quality of the goods. The 
Textiles Oommittee was set up under an 
Act of Parliament in 19d4^to ensure the 
quality of textiles and textile machinery; 
to help mills and textile machinery manu¬ 
facturers with quality control schemes;' 
to conduct scientific and market research; 
to set up laboratories and test^iouses 
and to promote exports of textiles and 
textile maobinery. For these activities, 
the Committee has 200 highly trained 
technologists att over India. 

Textile Inspection Wing 

The pre-shipment inspection introduced 

by the Committee on a compulsory basts 


has redtioed complaints fronr foteign 
buyers about quality to a aegUlgible 
figure over the last two .yeari, Over 
60XK)0 lots were inspected during each 
year. With this added confidence a large 
number of mills have been able to secure 
export orders. Our inspection schemes 
have acted as a catalyst in the country's 
export efforts. 

Textile Madilncry InspeellOB , 

This newly opened wHig has started 
inspection of textile machinery at a 
number of mills. Schemes for enlarging 
its scope and introdueing quality control 
measures in the maaatiiieturlnB units aie 
under nreparatioo. 

Laboratory 

A Central Laboratory In Bombay and 


smaller test»*hous6s at Regional Centrea 
are planned. 

Market Surveys 

To study the pattern of consumer 
demands, the Committee has conducted 
a number of market research projects. 
Two all-India programmes for 1970 are 
underway-a continuous consumer panel 
and a store audit. 

Other Services 

The exporters of man-made fibre fabrics 
and woollen goods get draw-back of 
custom and central excise duties on the 
huts of the inspection certificates issued 
by the Committee. 

Advisory Service 

4ny problems relating to inspection, 
quality control or textile marketing may 
be referred to the Secretary: 


The TesstUes Committal’s 
Surveys are taking 
the guessuHsrk out of 
textile trends 


Textiles Committee 
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Every liislit Is 
now like mwaU 
In this tiny 
Tamllnad viUase. 
Thanks to you and LIG, 


Electricity has meant tight and 
prosperity to many villages and 
towns all over India. Light for 
homes, streets, hospitals. Power 
for tubewells and to pump water 
to thirsty fields. Power for small 
workshops and industrial 
enterprises, bringing new jobs, 
growing prosperity. 

Lie gave a loan of Rs«5 crores 
to Tamilnad State Electricity Board 
that helped this project through. 
Many electricity, drainage and • 
water-supply schemes get loans 
from Lie funds. Funds of which 



your premiums are a part.^Wheii 
you take an LIC policy, you not > 
only gain security but Join I 
hands In a vast endeavour for: 
mutual benefit. 

14 State Electricity Boards 
got LIC loans to the tune Of 
Rs.22.5 crores in 1968-09, bringing 
electricity to thousands of 
small towns and vtilages. 


LlC-your partner 
in progreM 
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BCKDKS BRIEFLY 


Bargaining for Productivity 

Prodttctivltsr Brnr^iiinfiiR and Industrial Change: Nora Stettincr; Foundation on Automation 
and Employmtnt Ltd; Pp 185; Price not given. 


that it constitutes an invaluable link in a grp- 

S ramme for coping with industrial dbuiw. The 
evcioping countries such as India which have 
ambitious industrial programmes on hand can 
learn much from the dynamic institutional 
changes such as productivity bargaining and 
agreements which are taking place in con tmpC* 
rary Britain, This extremely readable book is 
therefore strongly recommended to the students 
of industrial economics in these countries. 

IN DEFENCE OF SIZE 


Size md Capital-Intensity in Indian Industry: J. C. Sandesara; University of Bombay; 1969; 
Pp 163; Price Rs 14. 

Industrial Relations in Printing Industry; C. P. Thakur and I'red C. Munson; .Shri Ram Centra 
for Industrial Relations^ New Delhi; 1969; Pp, 152; Price Rs 25. 

Snrphis Mamiower in Agricultitre and Economic Development (With special reference to India); 
Prafulla Sanghavi; Asia Publishing House; 1969; Pp 343; Price Rs 36. 

poverty and Social Change (With t Reappraisal):Tarlok Singh; Orient Longmans; 1969; Pp 352; 
Price Rs 25. 

Foreign Coliaboration--Report and Proceedings of the Seminar held hv the Centra of Advanced 
Studies; Edited by Prof. R. K. Hazari; University of Bombay; Pp 271; FVice Rs 18. 


According to Pi of. Sandesara, the Covcrii" 
men! of India's policy of promoting small-scale 
industries in the country is based on two 
important premises. It is believed that per unit 
of capital employed, the small industry produc* 
e$ more output’ and secondly per unit of capi¬ 
tal employed, it also employs more workers 
than large industry. If th« above assumjdtions 
are correct, the policy implication logically 
following is that a developing country such as 
India, with its given factor endowments, 
namely relative abundance of labour and scar¬ 
city of capital, should obviously try to evolve 
and follow the policy of promoting small indus¬ 
tries. 


Reviewed by Prof. 


Productivity Bargaining and Industrial Change 
is a delightful book which will enable manage¬ 
ment and workers reach better understanding 
of what is needed to raise efficiency and achieve 
a greater measure of social justice. 

Progress in technology has a profound impact 
on employers and workers and hence on the 
entire system of industrial relations and by 
implications on income distribution and econo¬ 
mic growth of the country. For employers, 
technological change means ever-growing scale 
of production, increasing specialisation and 
enormous investments in costly machinery with 
a rapid rate of obsolescence- All these neces¬ 
sitate more accurate and more precise manage- 
rir I decisions. This has made management more 
planning-conscious and compelled it to seek 
greater efficiency and control over manpower 
utilisation in order to reduce direct labour costs 
and to aciiieve more effective use of capital 
equipment* 

It is in this context that productivity bargain¬ 
ing can be seen as, an extremely useful tool for 
management control. Productive bargaining 
may oc defihed as *‘An agreement on which 
advantages of one kind or another, such as 
ht^T wages or increased leisure, are given to 
workers in return for agreement on their part 
to accept changes in working practices or in 
methods or in organisation of work which will 
lead to more efficient work,... the conces¬ 
sions on the workers’ part must. ..bein speci¬ 
fic concrete terms.” Thus, productivity bargain¬ 
ing enable management ”to make a frontal 
attack on restrictive pcactioes in collaboration 
with workers, not in sterile opposition to 
them. It facilitates an increase in the inter¬ 
changeability of work force; a reduction in 
number of men required to do the job; elimina¬ 
tion of unnecessary overtime and more flexibi¬ 
lity in working hours; and overhauling of the 
wage structure to make it simpler, more stable, 
more equitable, more 4:^ a stimulus to output 
and more cbnducive 40 ^ flexible use of man¬ 
power,” 

For workers, the^tnfpiCt of technological 
change is even more tittering as it has enect 
on job content, skill m requirements, 

lev^ and stability j^teotion pros¬ 

pects, working coalKfmg and emtrfbyxneat 
prospects. ^Hence tbev^^fidLtXoe of pi^duc- 

acceptabtoto piitiercoiteervied. ThrmiSh 
uegotig^QAs at, pl^t and company level. 


S. S. M. DESAI 


workers can, through their trade unions, ob¬ 
tain commitments assuring them of a fair share 
in the fruits of technological progress and pro¬ 
tection against its evil effects. 

It is at the plant level tliat the effects of 
changing technology make themselves felt first. 
It is at this level that worker participation and 
involvement can give real meaning by linking 
concessions to employees with productivity and 
labour utilisation. Even more signi^am, 
many of the obstacles to efficient use of labour 
can only be removed by action close to the 
plant level, instead of company or industrial 
levels. It should be noted that most of the 
benefits obtained by workshop negotiations are 
not in contravention to national agreements but 
are supplementary to them. National negotia¬ 
tions provide a flexible framework within which 
plant negotiatioas can be effected to suit local 
conditions. Thus has been emerging in Great 
Britain the concept of “fwo-tier” bargaining. 
It should be noted that this requires the esta¬ 
blishment of effective institutional machinery 
at plant level and also development of new 
attitudes, new channels of communication, 
new types and sources of information and better 
training of both management and trade union 
staff. Also it should be noted that as techno¬ 
logical change never comes to an end, produc¬ 
tivity bargaining is never finished. It is an 
ever-continuing process. 

A major factor in the inflationary process in 
Britain has been the “wage drift” so that the 
iitflationary chain reaction of wage-cost-price- 
wage increases is perpetuated with its serious 
consequences for individual and social stabi¬ 
lity, for balance of payments equilibrium and 
for economic growth. Froductivity bargaining 
can help contain this wage drift and thus fight 
inflationary pressures by bringing about a 
more rational and equitable wage structure 
within a plant and enterprise. It can do this 
by consolidating wage rates, cutting down over¬ 
time, tightening up incentive systems, loosening 
crah demarcations, stimulating occupational 
mobility, eliminating anomalies within the firm 
and encouraging joint management-worker deci¬ 
sions. It must however be never lost sight of 
that productivity bargaining was never design¬ 
ed as k way of improving distributioiiof income. 
Its purpose is to increase efficiency In the utili¬ 
sation of manpower. 

Experience of productivity bargaining in 
Britain to date clearly warrants the conclusion 


But according to the author of Size and Caph 
tai-Intensity in Indian Industry the question 
whether the above two premises are valid and 
whether they have been empirically tested can¬ 
not be satisfactorily answered without sufficient¬ 
ly detailed analysis of the size, technique and 
economic characteristics of small as well as 
large industries in the country. The author has 
therefore made an attempt in this volume to 
empirically test the above two premises on the 
basis of detailed analysis of 29 important indus¬ 
tries of different sizes reported in the Census 
of Indian Mafwfacture. 

On the basis of his empirical analysis. Prof. 
Sandesara has arrived at the following startling 
conclusions. According to him the facts of 
Indian industrirs do not support the two 
premises referred to above. In fact, the small 
industry in India is generally found to be pro¬ 
ducing less output and often employing less 
labour, each per unit of capital than the corres¬ 
ponding large industry. In other terms this 
means that such merits as are explicitly claim¬ 
ed Or tacitly assumed for small industry on capi¬ 
tal saving count are generally to be associated 
with large units or industries and the other 
virtue such as on employment-creating count is, 
according to the author, to be found evenly in 
small as well as large industrial units in the 
country. On the basis of these findings, 
Prof. Sandesara concludes, *'a policy of 
promoting small-scale industrial units would 
be tantamount to promoting those which be 
penalised and penalising those which should be 
promoted seriously. Surely, large units and 
labour-intensive techniques do seem to deserve 
a new and better deal; 

Thoiqsh the author shows awareness of the 
limitations of the methodology that he has 
employed in his investigations, those limitations 
are quite serious and need mention. Perhaps 
the most serious charge that can be levelled is 
that really small units do not figure at ail in the 
Census of Indian Manufactures from which the 
author has taken die inures. There are other 
equally serious limitations. It should be noted 
that output is not the function of just capital 
and labour. Other factors also influence it. 
While for practicai purposes the estimates of 
capital on the basis of re(Macement cost would 
be more logical, the author’s valuation is how¬ 
ever based on the valuation of capital as given 
in the books pf the factories. One mote seri¬ 
ous Itmitailon Is that while making estimates 
of total capital requtrements, both social as 
well as private capital should be taken into 
consideration, in actual fact the author takes 
imp consideration only private capital require¬ 
ments. Since large industries use more social 
capital (e,g, electricity, rail and other means of 
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transport and communication etc.^ etc.) than 
small units, ii is possible that this might vitiate 
to some extent at least the conclusion of the 
author that per unit of canital in large indus¬ 
tries produce more value than small industry. 

With all the above limitations. Prof Sa.'^^de- 
sara feels that **the tone and trend of thui 
conclusions arrived at here are probably not 
likely to be much disturbed even when the 
inftuence of the various limitations are consi¬ 
dered." The critical reader is however left 
with the impression that more compreheasive 
and detailed analysis of this problem is neces¬ 
sary before Prof. Sandesara's conclusions are 
accepted as empirically established proposi¬ 
tions. However, the greatest service which the 
author has rendered by the publication of this 
book is to warn us to be sceptical about and 
fi&^k empirical verification of many of our 
assumptions which over years we in India have 
come to accept as almost axiomatic truths. 

PRINTING INDUSTRY'S PROBLEMS 

The autl'"rs of industrial Relations in Print ini' 
industry have undertaken the investigation of 
the commercial printing industry in Delhi with 
four specific objeciivcs in view. First, the study 
attempts at describing the state of industrial 
relations of an industry which is characterised 
by small firms. Secondly, it seeks to bring out 
the quality and the possibility of enforccn;eit 
and implementation of labour legislation in 
such an industry. Thirdly, the study seeks to 
determine the influence of the product market 
pressures on wages and working conditions in 
the industry. And lastly, it seeks to iinder-^ 
stand tlv^ manner in which the ability of small 
firms to expand sales and improve quality of 
product is influenced by such labour market 
conditions us the availability of skill, wage rate 
and work rules. 

The investigation lias given some very ins¬ 


tructive conclusions, the authors point out that 
printing is an industry of small firms and is 
quite likely to remain so. The market favours 
small firms and makes it easy for newcomers 
to enter the industry. The market is exceptional¬ 
ly diverse in size of orders, quality demands and 
variety of products. A common technolc^y 
means that both experienced workmen and in¬ 
expensive second-hand equipment will be avail¬ 
able to new entrants. It needs to be noted 
that in Delhi almost half the firms in the print¬ 
ing industry were less than six years old. 

It also needs to be noted that tlie nature 
of the printing market is uniquely suited to 
allow enterprising workers to try their hand at 
managemcm. But tlie combination of small 
firms, new employers, simple technology and 
competitive markets all mean that labour laws 
will not be implemented easily and effectively. 
It was found that employers in such firms will 
have neither tl)e knowledge, nor the inclination 
nor the resources to do so. For such Anns, 
governmental prescriptions will not be the chief 
source of operating rules. Informal working 
arrangement between the employer and his 
workmen regarding rules of work is the com¬ 
mon practice in these small printing firms. 
The effect of labour legislation in printing in¬ 
dustry in Delhi, according to the authors, is 
not what the framers of the legislation bad in 
mind. Ts one effect of labour legislation to 
cause printing firms to consciously decide to 
remain small as measured by employment? 
The investigations give no clue to this question. 

A regards the functions of printing unions, 
the authors are of the opinion that the nature 
of forces at work in the priming industrial rela¬ 
tions scene arc such that it is the workers' 
organisations which hold the key to rapid pro¬ 
gress in improving conditions of work. The 
workers' unions can most easily become the 
social innovator by tapping the latent bargain¬ 
ing power of the skilled group. Until they do 


this, individual bargaining wilt continue to 
characterise the Delhi priming industry. 

As regards the ^ect of product market 
pressures on wages and working conditions. 
It was found that the demand for quality pro¬ 
ducts has placed the deified workn^ in a very 
diffetent position than his unskilled brethren. 
He is in a position to bargain independently 
as he owns a salable commodity. A$ a re¬ 
sult, the working rules concerning wages, 
availability of overtime or even second job, and 
the general respect according to the skilled 
worker differ sharply from the conditions fac¬ 
ing the unskilled worker, fn the present con¬ 
text, the market is dearly a powerful depressant 
on working rules for the low-skill workers, lust 
as it is the lever by which high-skill workers 
gain their advantage. 

As regards worker mobility and skill forma¬ 
tion, the investigation has revealed that expe¬ 
rience and training will lead to higher skill 
more surely than Vacation and training can. 
Further, the present high mobility should be 
viewed as an asset and not as a liability. No 
doubt, it lacks rationality and sometimes causes 
hardships; but it is the crucial feature of the 
printing industrial relations and makes change 
and improvement possible. Mobility should be 
strengthened rather than weakened in the pro¬ 
cess of adding rationality to it. 

What are the wider implications of this 
study? Industries in which small firms pre¬ 
dominate are quite common in India and so is 
the shortage of skilled labour. Tlie study 
suggests that efforts to overcome this shortage 
of skilled workers should start with the needs 
of the industry as determined by a study of that 
specific industrial relations system. The 
authors rightly emphasise that conceptually it 
is quite easy but of little practical value, to 
apply macro analysis to such questions. Crafts¬ 
men arc a key to rapid industrial development: 
but they cannot be easily produced in an 
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GLAZED-OFFSET 
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For accurate colour reproduction and 
sharp printing, printers choose OPM Map 
Litho and Glazed-Offset papers for their 
superb quality. 

The largest paper manufacturers in India, ORIENT 
PAPER MILLS can offer the bast quality because 
their products are manufactured by the most modern 
machines under expert supervision. Rigid laboratory 
test and Ouality Control Systems ensure 
consistency of quality well known to printers. 

ORIENT PAPER MILLS LTD. 

GftAJRAJNAGAR. ORtSSA AND AMLAl, M.F. 
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t& inIJiM ocilitl^g in4^ or in simtlar ifuk»* 
oliemiMter, nn ifiveinnifiiit in indcistriai 
inoinlKMOtte^ tn4iwtrial^« 
tioa» ^ we8 ^ tQ hti^ industHnl prodiiciivtty. 


aptxoach to the problems of indus- 
triftl lemtioitt, especially in vest countries like 
IndUi^ lips eevere liimtations. Such an app- 
icaO at the most provide die broad frames 
inork of jpidicy, leaving the vaiying details to 
be SIM oy policies based on micro analysis of 
the type provided by this book on Mustria! 

In Priming JMusiry. The joint 
aathors have provide ah excellent model for 
similar studies. The solution to the problem 
of industrial relations should hrst be sought at 
the ^ant leyd on the basis of anah^is provided 
by Thlkttr and Munson, if that complex 
pmlem is to be tackled successfully at the 
industry and national levels, to secure industrial 
peace so necessary for the rapid industrial 
development of the country* 


SURPLUS MANPOWER 

Since Prof. Nurkse stimulated the discus¬ 
sions on the implications of the existence of 
surplus labour in the agricultural sector for the 
growth of underdeveloped countries, the basic 
issue in all these discussions has been the extern 
to which the surplus manpower existing in the 
agricultural sector is ihobilixable for economic 
omlopment. But unfortunately there are 
hardly any intensive studies, subsuming the 
i^nical, economic and sociological data, of 
the emergence and impact of surplus labour 
force in agriculture on total farm output and 
on the course of economic development. Pra- 
fulla Sanghavi has made an attempt to study 
this subiect with special reference to India in 
hi$ Surplus Manpower in Agriculture and Ew 
nomie bevehpment. 

The author deiines surplus manpower in 
ajprfculture as a situation in which **rhe with- 
i£awal of surplus labour force accompanied by 
oomi^oto reorganisation of agriculture 
would result in some tnerease in the total out¬ 
put.** He defines a reorganisation of 

agriculture as the consolidation of fragmented 
holdings and the rearrangement of small hold¬ 
ings into larger units. In chaptei three the 
author has given the technique of measuring 
surplus manpower in agriculture. The demand 
for labour during didinent agricultural operai* 
tiom is uneven and it is at the maximum during 
the harvesting period. The author therefore 
thinks thit **demand for labour for harvesting 
operations should be taken as the requirement 
of labour in agriculture as a whole in working 
oof the estimate of the surplus workers.'* 
With this concept of surplus labour and on the 
bas» of some Ullage surveys, the author has 
calculated that nearly 47 *20 per cent of the 
total labour force is surplus and can be released 
from agriculture. 

This analysis throws light on how a large 
number of sdrpfus workers in vnan- 

iages to exist and add to their number. Sale of 
assets, espedally of land, plays the central 
role in finming the meagie consumption of the 
underemployed and utoimloyed in agriculture. 
The process Of grmyth of sun^ manpower i n 
agriewure brings about a reduction in per 
capita area owiM >y culdwitowLbut at the 
game tinm ft Miaimm This proem 

gets prokmiM over a long period. IJrom the 
pbint of view of thoopmti^ty as a Whole, it is 
an unmOductive copaumimpn since it leads 
only to teans^r of assets and not to the cina- 
ttqnofimvroiiea. This means that the institu- 
. rians of teaangf and private moaeyleiuliiy 
haled on the ptinciM of maximiaatiOB. of pri¬ 
vate gunsin tSeeawOimiega of growi^ 

xdifipower inafricttlhinamM^^^ 
jgrbwth of agrfeu&o^ ^ aatlon- 

. olecimouiy ua-Wholeii nOfR iMs the author 
d m e h arite s no guumtmwus forces 


in the j^nomy whiem cad gmmto satf- 
sitttmnad growth of the p^ ;cimta Income. 
The intervention of the state mi soipe form of 
pbmntng by the government alone can trans¬ 
form the present-day stagnant ondetdeveldped 
economy into a dynamic an4 mature economy 
in a reasonable span of timer 

Considering (he aspect of surplus manpower 
in agriculture from the point of economic 
development, Sanghavi is of the opinion that 
even in modern industrial countries construc¬ 
tional activity which lends itself to hand labour 
is as much as 30 to 60 per cent of gross hxed 
investment and therefore it should not be djdi- 
cult to think of this surplus agricultural labour 
in India creating capital amts without using 
any but the simplest tools. The extent to which 
this surplus labour can be used for the creation 
of capital assets depends upon the organising 
ability of the community. 

This will mean that the planning authorities 
wilt not only have to provide for an increase 
in farm output but will also have to plan for an 
increase in the supply of goods and services of 
the industrial sector to beexdianged against the 
increase in the optional surplus in accordance 
with the demand pattern of the cultivators. 
This should obviously inAucnce the investment 
pattern of the future live year Plans. 

This is the first systematic attempt to study 
the subject of surplus agricultural labour in 
India and its impact on total farm output and 
the course of economic development. Relat¬ 
ing demand for agricultural labour to harvest¬ 
ing of major crops during major harvesting 
season and estimating surplus labour on the 
basis of a few farm surveys are likely to give 
only tentative conclusions. And yet this pio¬ 
neering study, though containing much that is 
commonplace, points the way ak to how to 
proceed to measure the suplus labour in agri¬ 
culture and relate it to ectmomic development. 
Agricultural reconstruction which commenced 
after independence seems to have got bogged 
down and on that account, if not any other, this 
book by Prafulla Sanghavi is extremely wel¬ 
come. 

THE REAPPRAISAL 

Prof. Tarlok Singli's Poverty and Social 
Change^ first published in 1945 was regarded 


as a ptoneering work on the probbms of India*! 

ruraatruntimeandpwwu^ 

ed an mlysis of nWnl imverty im 

that analysts various propomkii tbat wouW 

bring about transformation of xunM 

The oook created quite a stir ip India when it 

WAS first published due to its what Was then 

consideiea a comprehensive and .oritfiiitl ap- 

C LCh to the problem of rural roeongjiiiictioii* 
ugh most books belong to ibe noriod in 
which they are written, yet the problems and 
objectives set out in this book nearly .23 years 
ago are as true today as when the book made 
its first appearance. Despite the great chaim 
that have come about on the rural scene afsar 
independence, the old core persists. And. Iwnoe 
the ^bltcation of the text of poverty and SosrjlM 
Change as part one of the present book. Draw¬ 
ing to a great extent on new data now available, 
part two of this volume consists of a new essay 
on The Present Perspective of Pural Stfciety, - 


In part one, the author has emphasised ihe 
necessity to plan and reorganise rural society 
in terms of a number of major objectives. 
Present economy has to be reorganiM So that 
it becomes efficient. In so fat as ‘superior* 
rights bar the way to village reorgawafion on 
Zamtndart areas, a solution to this problem 
must be found. If the existence of substantial 
landlords who hold land directly, is to be so¬ 
cially defensible, tenants^at-will must be pro¬ 
tected. The depressed classes must get both 
social and economic freedom and equauty with 
others. Village artisans must be broui^t into 
relationship with the industrial economy. 
Money lenders must give place to more efilciefiit 
credit institutions. If large and significant 
economic changes are desired, it is necessaty 
to set about reorganising our society on the 
basis of a number of liberating social and eco¬ 
nomic ideas. Unless all these problems Of 
rural masses are seen as a whole, we will not be 
able to plan consciously in a manner which 
will set new forces into motion and so by 
simultaneous action transform the life of every 
section of the rural community. 

This is the burden of the song with which 
wc have become all too familiar all these years 
so much so that we have convinced ourselves, 
consciously or unconsciously, that this is the 
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onJy to ruraJ reconsiruction mtu} i^peri|y« 
Tkftok Stngb'f entUe solution to we 

K roblem of rural reconstruct^ and poverty 
ingefi on his plan of joint villas management 
which scheme has been spelt in great deudh 
'Fhe stupendous nature of the scheme as also 
its impracticability in a backward counti> like 
India becomes obvious when the author statet 
that the joint village management will require 
^tailed information from eac*^ family read¬ 
ing (i) its composition, (ii) the Helds owned and 
euUtvaied by it, (iiij its supplementary sources 
of income, (tv) its agricultural implements in 
the shape of implements and tools, <v) its indeb¬ 
tedness. both secured and unsecured, and(vi) 
particulars concerning the health and education' 
of each of its members. He feels that on the 
basts of this exhaustive inforAnation we should 
be able to form a complete picture of our pro¬ 
blem for the village as a whole. At every stage, 
the.authoremphasises that special control is of 
fon^mental importance in the complete social 
and economic reorganisation of our rural 
society. The grandiose nature of the plan 
shows its own limitations which became obvious 
when many of the ideas suggested by the author 
were attempted to be put into execution after 
independence. The entire concept of joint 
village management is based on the idea that 
the majority of the units of cultivation are un¬ 
economic. However. Japan has shown that 
with average units of Cultivation smaller than in 
India* Japanese farmers have been In a position 
to produce more per hectare than large farnis in 
the USA and USSR. The organisational pattern 
suggested by the author some twenty-five years 
ago may be in consonance with the agricultural 
twniques prevailing then but the new scheme 
of organisation will have to take note of revolu¬ 
tionary changes in agricultural technique 
which have taken place during recent times. 
The whole of part one therefore appears almost 
of historical significance and therefore makes 
extremely dull reading. 

Kn part two the author gives the reappraisal 
which covers practically me same ground all' 
over again. To achieve the objective of rural 
reconstruction, the author again insists on 
community approach to agriculture as also 
systematic regional and area planning, careful 
selection of industrial techniques and their 
location. Above all he insists on a complete 
commitment on the part of the society to assure 
work and livelihood and opportunity for growth 
to every single citizen. 

The arguments in both the parts covers tlie 
same ground and advocate practically the same 
point of view and proposals, inevitably there 
are repetitions which often make reading 
t^ious. Since many of the ideas adumberated 
in the old book were tried in some form or 
another after independence, the author should 
have seen their limitatioas and ’^accordingly 
modified his views and proposals towards the 
problem of rural reconstruction and poverty. 
That he has not done so only means that pro¬ 
bably consistency is the greatest merit of the 
book and of its author. 

FOREIGN COLLABORATION 

Foreign CoHaboration—Report and Proceed¬ 
ings of the Seminar Ml by the Centre of Ad- 
vmteed Studies details the proceedings of the 
seminar held by the Centre in February 1963 on 
foreign collaboration. 

The underdeveloped countries which have 
made ambitious plans for rapid industrialisa¬ 
tion have in general irr the words of Prof. 
FrMman ^*cDmc to see that co-operation with 
industrially developed countries for use of their 
capital, their resources, and their skill and ex- 
perietice is more economical and ultimately 
quicker way of achieving industrialisation than 
to go it alone*'. But though foreign ooUabora- 
tion in industrial ventum looks beneficial from 
the short-term point or view, its tonrierm 
likely adverse consequem, esppally on 
growth of indigenous talent, evolution of sun^ 
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able ttchnioikes end on balanee of payments, 
etc., etc. wifi have to bo uatelhtly weighed be* 
fore deciding on poliqy.^ 

The topics that cameimfOrdiscttsidon at the 
seminar were (i) sco(ir ofooUabomtion in. vari¬ 
ous economic activiues, (2) nroMcms of tuni¬ 
ca! collaboration. (3) colhooiition in public 
enterprises, (4) collaboiation with die centrally 
planned economies, (5) financial coUaboratiem 
in the private sector, and (6) export of Indian 
capital, enterprise and know-how as also its 
impact on the balance of payments. This volume 
presents the papers and the proceedings of the 
seminar. 

The first articles on Policy and Procedures 
outlines the policy of the Oovemment of India 
in respect of foreign capital as that policy evolv¬ 
ed since 1958 to 1963. We definitely notice a 
trend towards liberalisation as a consequence 
of better appreciation of the subject 1^ the 
government. 

The article on Foreign Collaboration by the 
Research Bureau of the Economic Times is 
full of facts and figures, indicating the various 
bases on which collaboration has been brought 
about. The paper points out that most of the 
joint stock companies working with foreign 
participation are woiking very efficiently in 
India and the profitability rates of many such 
units are found to be higher than those of other 
Indian companies or even larger than many of 
the corresponding parent companies operating 
outside. It is clear from the table that during 
recent years many of the collaborations were in 
industries falling under the major groups 
'engineering* and 'chemicals\ The major 
bam of collaboration have been financial and 
teehnicaL The paper rightly objects to the 
withholding of the details of agreements from 
the shareholders and research workers. 

In his brief paper P. K. Srivastava has very 
well analysed the effect of foreign collaboration 
on the locational pattern of industries. The 
foreign collaboration has only accentuated the 
concentration of industries in the already deve¬ 
loped areas. Thus about 50 per cent of all the 
joint ventures analysed in the paper liave come 
to be sot up in Maharashtra and a third in West 
Bengal, Delhi and Madras, while backward 
states such as Orissa, Bihar, Madhya Pradesh, 
R^asthan and Assam have only 7, 6. 6,6 and 2 
joint ventures respectively. An important fea¬ 
ture of the new location pattern has been the 
emergence of union territory of Delhi which 
comes next only to Maharashtra and West 


Thm bak ibb bean sfgiUflcittl iaa- 
fWm^iathecimctf 
wbi^have 68 and 41 JrHat venturattniraefira- 
ly. Theraascmforccmeeiiintioiir 
namly provision of adequate 
fiidlities which cannot be provided to the i 
extern by the backward stem* 

N. Sakhwalfcar has dhkmsSed ihe gemml 
principles which povem the taxation bn mions 
payments made ^ tndian conoems lb Smm 
entcepteneun when they enter ihto lemtol 
ednabaration. He has made ihe genml pcinci- 

r dear by giving a number of ittustn^ons. 

K. Subrahmatitan in his very informative 
paper has outlined atul analysed the evoMton 
of foreign finaociat coUaboratioii in the private 
sector from 1956 to 1965. The tablee given on 
pages 66 to 88 contain rich material. The author 
has drawn attention to the fact that acemding 
to a recent survey conducted by the U*K. Boam 
of Trade, the earnings ratio of British direct in¬ 
vestment in India was 9 *4 per cent in 1962. ifw 
author has shown that this return is much hirik- 
er than the rates of return on similar invest¬ 
ments in many otlm countries. 


As regards export of Indian capital and 
know-how, it is pointed out that foully till 
the middle of 1964, the policy of the Govern¬ 
ment of India was to discourage the export of 
Indian capital. Since then there has been de¬ 
finite liberalisation of the pedicy. The main 
industries in which the posstbilities of industrial 
collaboration are to be explored are textiles, 
sugar, cement, cement products, asbestos ce¬ 
ment, solvent extraction, toilet ^uisites and 
soap, engineering goods and various kinds of 
chemicals including fertilisers and sulphuric 
acid. 


The paper rightly warns that due to the 
present tremendous competition among western 
nations and Japan to capture markets in 
underdeveloped countries of Asia and Afiica 
for their investments, this is not going to be easy 
for India. 


While the inflow of capital into a country 
increases available resources, it also creates 
liabilities which involve future international 
payments by the recipient. The inflow of re¬ 
sources. if put to productive uses, can create 
the means to make such payments plus a net 
addition to future consumption. This is the 
basic rationale for seeking foie^ investment. 
In the light of this, K. M. Kauffman examines 
at great length some balance of payments im- 
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plications of two brood categories of foreign 
iDvestments nainety loans and equity. 

This i$ an citremely important book contain¬ 
ing valuable papers analysing the various theo¬ 
retical aspects of foreign coFlaboration as also 
Indian experience in the field. The exposition 
is authoritative and backed by rich empirical 
data. Certain amount of repetition which is 
inevitable in such seminar papers hardly attracts 
readt^’s attention which gets absorbed in the 
lively exposition,of various aspects of foreign 
collaboration which is bound to play an increas¬ 
ingly important role in years to confie. It is a 


pity that there were no papers by experts on 
such aspects as collaboration in the public 
sector enterprises and coUaboration with cen¬ 
trally planned economics. ' 

And yet in spite of the above shortcomings 
and though the seminar was held some five 
years ago during which time we have accumu¬ 
lated considerable amount of additional know- 
le^ and experience in this field, the papers and 
discussion in this volume are worth reading and 
definitely contribute to the better understanding 
of this complex subject. 


Guides for Company Secretaries 

Secratarlal Pioctioe and Office Procedures (Profession of Company Secretaryship Series): S. Lat; 
Premier Book Co, Amir Clhand Marg, (N i Sanik), Delhi-6; Pp 54; Price Rs 7 

Comiwny Law (Profession of Company Secretaryship Scries): S. Lai; Premier Book Company; 
Amir Chand Marg, (Nai Sarak); Delhi-b; Pp 209; Price Rs 8. 

Reviewed by B. GANAPATHY SAlEMA 


CiloMPANY SECRETARYSHIP is Comparatively a 
new profession in India and it is merely emer¬ 
ging on the Indian horizon. Company secre¬ 
taryship examinations arc now conducted regu¬ 
larly by the Institute of Company Secretaries 
of India and only qualified candidates are ab¬ 
sorbed in service. Obviously the emphasis is 
now on greater sophistication in the field of 
company secretaryship and it can be met to a 
large extent through appropriate books. Natu- 
rallv there has been a long felt need for good 
books written by competent authors which will 
suit eminently the requirements of aspiring 
students. To fill the void in this neglected but 
a very important field, the author Mr S. Lah 
who is an authority on the subject, proposes to 
bring out a series--a volume for ca<^ p«ipcr- - 
to provide skilled guidance to students who 
wish to sit for company secretaryship exami¬ 
nations. This intention, of course, circum^Ti- 
bes the scope of the treatment of the subjects 
and makes it more or less examination-orient¬ 
ed but it immensely fulfils the purpose for 
which it is intended. 

The books have been written in question 
and answer formi and it includes all the ques¬ 
tions, it secm.s, that have been set since the in¬ 
ception c»f the examination. The coverage is 
compiehensive and up-to-date and all subject 
matter has been dealt with and discussed 
threadbare. The,, style is unique—concise, 
precise and simple. Perhaps one among the 
chief merits of these publications is its unusual 
simplicity of style so much so that even com¬ 
plex and complicated points could be under¬ 
stood and easily digested by intelligent stu^ 
dents. 


Secretarial Practice and Office Procedures is 
the ihst volume-in the series. The style of 
presentation in this book-^ubstions that have 
bwn asl^ on t]|e subject in the examinations 
and answers to them—>is maintained uniformly 
throughout the book. An index-cum-contents 
follows the preface and this should provide some 
liolp to the students who want to study the sub¬ 
ject (^pter-wise as the same gives rdfetence to 
the suhmt, the question number, the year of the 
question put ana the pagd Humber. A thorough 
study of the book will enable the student to 
gain expert knowledge of the subject. 

Compuny law, the second in the ,serjes,is 
also designed in such way as to provide com- 
preheittive Guide to the students of the Institute 
of Comp^ Secietarics of India. The b<»k 
incorpotates the latest 'amewiincnts to tM 
Companies A^, 1956, including those of the 


Companies (Amendment) Act, 1969, which 
seeks to prohibit employment of managing 
agents and secretaries and treasurers from April, 
1970. In view of the significant role played by 
the managing agents and for the obvious 
necessity of d^p study and understanding of the 
subject, thi.s chapter has also been included in 
this book. The standard and form of presenta¬ 
tion remains the same as of the first book in 
the series. Exhaustive contents following tlv 
the preamble is set to make topic-wise reading 
possible for the selective readers of this and 
other similar examinations. 

In brief this authoritative, exhaustive and 
comprehensive volume, neatly designed, in¬ 
dexed and discussed, will be of invaluable help 
and benefit not only to students but also for the 
fellow professionals as well. Further when 
considered aguinst the Administrative Reforms 
Commission^ recommendation on Company 
Law Administration,that in case of large public 
companies only qualified secretaries or persons 
with suitable professional qualifications be 
appointed a.s company secretaries, these publi - 
cations are sure to gain in popularity. 


Books Received 

Seminar on Tax Administration'. Indian Institute 
of Public Administration, Maharashtra Re¬ 
gional Branch; Popular Prakashan; Pp 135; 
Price Rs 12. 


Construction Equipment Directory 1970: Pub¬ 
lished by the Indian Engineering AsscKia- 
tion; Pp 72; Price Ks 5. 


Conditions of Stability and Growth in Arid 
Agriculture: N. S. Jodha and V. S. Vyas; 
Agro-Economic Research Centre, Sardar 
Patel University. Vallabh Vidyanagar; 
nist. Kaira. Guiaral; Pp 127; Price Rs 15. 


As Labour Organizes: S. M. Pat^y; Shir Ram 
Centre for Industrial Relations; Pp 243; 
Price Rs 25, 


Simposium on Bulk Handling of Paw Materials : 
Special Issue of the Journal of Mines, Metals 
and Fuels; Managing Editor: P. K. Menon; 
Published by Books and Journals Pnvate 
6/2MMan Street, Calcutta-13; Pp 214; 
Price Rs 25. 


oekrniilv Fmcmt Soeietits {A Om^eitive 
Study in Askt md Afi^iaty, Gt«f Hunter; 
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Singapore Year Book J96ti : A Mmistr>' of 
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The International Monetary Fund 1945-65 
{Twenty Years of International Monetary 
Cooperathm): Volume I by J. Keith Horse- 
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Modern Marketing Management in the Indian 
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Fountain, Boinbay-1; Pp 632; Price Rs 
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To start 

0 small industry 
was then 

a big problem for me 



uiiUi raS's help I now ran 
nn industry terloinly big for me 


I was facad with a problem too big for me 
to cope with...I had ideas technical knowledge, 
ambition, in fact everything required to start 
a small industry of my own...except the most ^ 
vital...finances. Now I am a happy man. I run a 
flourishing industry, thanks to the f^unjab National 
Bank PNB came to my rescue when I needed 
help most. 

You too can avail of PNB's help. PNB advances 
money ro establish small scale industries and to 
modernise and expand existing units. Talk over your 
ideas with the Manager of PNB'S nearest branch 
and watch your dreams come true 

___ 


PINJAB 

NATimiAL 

BANK 

(Wholly owAud by Govurnmonl of lndi«) 

In the service of 
the nation since 1695 

Custodian S. C. Trikha 
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RECORDS AND STATISTICS 


The Patents 

(Draft Report of the 

Orbat interest attaches to the Patents Bill, 

1967, which was referred to a Joint Committee 
of both Houses of Parliament in August 1968. 
The report of this committee was presented to 
Parliament on February 27. It included a 
number of recommendations concerning the 
royalty and other remuneration payable on 
patented articles. Full text of the report 
follows :— 

1. the Chairman of the Joint Committee to 
which the Bill to amend and consolidate the 
law relating to patents was referred, having been 
authorised to submit the report on their be¬ 
half, present their Report, with the Bill as 
amended by the Committee, annexed thereto. 

2. The Bill was introduced in Lok Sabha on 
the 12th August, 1967. The motion for refe¬ 
rence of the Bill to a Joint Committee was 
moved in Lok Sabha by Shri Fakhruddin Ali 
Ahmed, Minister of Industrial Development, 
Internal Trade and Company Affairs, on the 9th 
August, 1968. The motion was discussed and 
adopted on the 13th August, 1968. 

3. Rajya Sabha discussed, and concurred 
in the said motion on the 26th August, 1968. 

4. The message from Rajya Sabha was 
read out to the Lok Sabha on t^ 28th August, 

1968. ^ 

5. The Committee held twenty-nine sittings 
in all. 

6. The first sitting of the Committee was 
held on the 5th October, 1968 to draw up a 
programme of work. The Committee, at this 
sitting, decided that a Press communique 
be issued advising individuals, public bodies, 
business organisations and other associations 
who were desirous of presenting their sugges¬ 
tions/views or of giving evidence before the 
Committee in respect of the provisions of the 
Bill^ to send written memoranda thereon by 
the 5th November, 1968. 

7. Fifty-one Memoranda/representations on 
the Bill were received by the Committee from 
diffemit associations/individuals. 

8. At their second sitting held on the 25th 
November, 1968, the Committee decided to 
visit not only the pharmaceutical units but also 
the units of other industries, both in public and 
private sectors, in the field of chemicals, cera¬ 
mics, petro-chmicab, electronics etc., so that 
the Members might be equipped with first hand 
information about the working of the patents 
and 111 what way proposed iegisJation, could be 
suitably improved and modified. 

9. The Committee divided itself Into several 
groups and ytsited certain, industrial units. 
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Bill, 1967 

Joint Committee) 

research institutes etc. located at Lucknow, 
Rishikesh, Bombay. Baroda, Poona, Cal¬ 
cutta, Asansol and Hyderabil. At these 
places the Members of the Study Groups 
of the Committee saw the working of these 
industrial units and elicited information re¬ 
garding the patents and likely impact of the 
proposed legislation on the working of these 
units. 

10. At their sittings held on the 17th, 20th, 
21st, 22nd, 23rd, 24th and 25th January, 14th, 
15th February, 17th, 18th. 19ch. 20th, June, 
16th, I7th 18th, 19th anj 26 July, 1967 re.s- 
poctivcly, the Committee heard the evidence 
given by 35 Associations/individuals. At their 
sitting held on the 29th January, 1970, the 
Committee heard the views of the Attorney 
General of India on the Constitutional validity 
of clause 48 of the Bill. 

11. The Committee have decided that the 
evidence given before them should be primed 
and laid on the Table of both the Houses. 

12. The report of the Committee was to be 
presented by the first day of the second week of 
the winter Session of the Lok Sabha i.c, by llte 
18th November, 1963. As this could not be 
done, the Committee requested for extension 
of time up to the 31st Mirch, 1969 which 
was granted by the House on the 18th Novem¬ 
ber, 1963. Again, on a request being made, the 
House granted extension of time for the presen¬ 
tation of the report up to the last day of the 
monsoon Session of Lok Sabha (1969). Again 
the time was extended up to the first day of the 
second week of the winter Session (1969). 
Since clause by clause consideration of the Bill 
could not be taken up it was not possible 
for the Committee to present their report by 
the scheduled date. Accordingly tlic Committee 
sought another extension up to the first day of 
the third week of the Budget Session (1970). 
This was granted by the House on the 17th 
November, 1969. 

13. The Committee considered the Bill 
clause by clause at their 25th, 26th, 27th and 
28th sittings held on tlie 27th, 28th, 29th and 
30th January, 1970, respectively. 

14. The Committee considered and adopted 
their Report on the 20th February, 1970. 

15. The observations of the Committee with 
regard to the principal changes proposed in 
the Bill are detailed in the succeeding para¬ 
graphs. 

16. Clause 2. (i) Sub^Umse (I) (g). The 

defihition of coieied only substances 

intended for the use of babies, invalids or 
convalesoeqis as an article of food or drink. 
The Commitree feel that the definition should 
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cover alt articles of nourishment as well. The 
definition has been amended accordingly. 

(li) Suh^lause (1) (h). The Committee con¬ 
sider that not only the Council of Scientific and 
Industrial Research but also institutions fi¬ 
nanced wholly or for the major part by 
ihat Council should be treated as government 
undertakings. At tlie same time the Commi¬ 
ttee feel that having regard to their constitution 
and functions universities and other institu¬ 
tions for scientific or technical education finan¬ 
ced by the Government should not be treated 
as “Government undertakings.” The definition 
of ‘Oovcrnmeni undertaking' has been amen¬ 
ded accordingly. 

(iii) SuMatise (1) (i). The definition of 
“medicine or drug’" expressly excluded in¬ 
secticides, germicides, fungicides and other 
substances intended to be used for the pro¬ 
tection or preservation of plants from its scope. 
The Committee feel that in the interests of de¬ 
velopment of agriculture the provisions in- 
cUid:;! in the Bill in respect of inventions in the 
field of food, drugs and medicines should apply 
also to all inventions in the field of insecticides* 
germicides etc. The definition of “medicine or 
drug” has. therefore, been amended according¬ 
ly. 

17. Clause 3 (d). This clause has been 
amended to make the intention underlying 
therein more clear. 

18. Clause 5, The Committee feci that in 
the case of inventions claiming ''substances 
which are intended for use or capable of being 
used as food or as medicine or drug” and sub¬ 
stances prepared or produced by chemical 
processes (including alloys, optical glasses, se¬ 
mi-conductors and inter-mrtallic compounds) 
no patent shall be granted in respect of the sub¬ 
stances themselves and that patents may be 
granted only in respect of the method.s or pro¬ 
cesses of manufacture of such substances. 
This clause lias been amended accordingly. 

{^.Clause 8 (1) (b). The Committee feci 
that the period of eight weeks provided for 
submitting information regarding applications 
for patents made outside India is too rigid and 
that the time limit may be prescribed by rules. 
The clause has, therefore, been amended ac¬ 
cordingly. 

20. Clause 9. The amendments are of a 
drafting nature. 

21. ClauH 10(5). The Committee feel that 
generic claims for processes for preparation of 
substances specified in Clause 5 should not 
cover multiplicity of processes within their 
scope and that such claims should relate only 
to a single method or process of manufacture. 
The clause has been amended accordingly. 

22. Clause It and 12. The Ck>ounittee feel 
that the provison for specifying priority dates 
of daims in the complete specification does not 
serve any useful purpose and would on the other 
hand cast an unnecessary burden on the Patent 
Office, Sub-clause (2) of clause 11 has« there- 
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fore, Iwjcn omitted. Other amendments to 
the clauses arc of a coase(|ttcntiaI nature. 

2.1, C/amc 25 (1) (d). The Committee feel 
that only prior public knowledge or prior 
public use and not mere knowledge or use, 
of an invention in India should operate as ap 
objection to the grant of a patent for the in¬ 
vention. The sub-clause has been amended 
accord ingl>. 

24. Ciau^e 45, Tlic Committee note that 
there arc a largo number of applications for 
patents in the field of food, drug and medicine, 
action on which was held in abeyance in pur¬ 
suance of the directions of the Central Govern¬ 
ment to the Controller under sub-rule (3A) 
of'rulc 47 of the Defence of India Rules, 1962 
and subsequently under section 73C of the 
Indian Patents and Designs Act, 1911. The 
Committee feel that as action on these applica¬ 
tions has been delayed by Government direc¬ 
tions some provision should be made so as to 
ensure that patents sealed on pending applica¬ 
tions ha\e their nonnal term. Accordingly 
a proviso has been -added to this clause stipu¬ 
lating that the date of the patent on any pend¬ 
ing application shall be the date of filing of the 
complete specifications or the date of the com¬ 
mencement of the nc\^ Patents Act, whichever 
is later. 

25. yVcM’ CIqum's 47 ami 48, (Orif^inal Clauses 
48 A 47). The Committee feel that the provi¬ 
sions of original clause 48 may be confined to 
future patents and may be recast as conditions 
of grant of fiiiurc patents to ensure their consti¬ 
tutional validity. Original Clause 48 has been 
recast accordingly as new Clause 47. Neces¬ 
sary modifications consequeni to tlur new 
Clause 47 and the amendments to Clause 5, 
have been made in the existing C'laiise 47 
which has been transposed as new Clause 48. 

26. Clause 53. (i) Suh^clausc (1). The Com¬ 
mittee feel that the term of 10 years provided 
for patents in the field of food, drug and medi¬ 
cine is too long and should be reduced to 7 
years. The sub-clause ha.s been amended 
accordingly. Tile other change made in the 
sub-clause is consequential to tite amendment 
made in clause 5. 

(ii) Siih^clausc (2) The Commilice fed that 
the term of patents granted under the Indian 
Patents and Designs Act, 1911 should not be 
curtailed. This sub-clause has, therefore, been 
omitted. 

27. Clause 64. <i) Suh-clausc (1) (r), (/ ). The 
Committee feel that public knowledge or pub¬ 
lic use (and not mere knowledge or use) in 
India of an invention before the priority state 
of a claim should be a ground of revocation. 
The sub-clauses have been amended according- 

b- 

28. Clause 68, 1 his clause provides a period 
of si\ months for the registration of docu¬ 
ments relating to assignment of a patent, mort¬ 
gage, licence or creation of any other interest 
therein, from the date of execution. In the 
case of such documents executed before the 
commencement of the new Act, the said period 
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may have already expired wholly or 
partially. The Committee therefore feel 
that the period of six months should be com¬ 
puted from the commencement of ilie new Act 
or the date of execution of the document which¬ 
ever is later, The clause has been amended 
accordingly. 

29. Clause 7.1 (2). Sub-clause (2) has been 
revised in order to ensure proper administra¬ 
tion of the flew Patents Act and the efficient 
functioning of the Patent Office. 

30. Clause 87 (1) The Committee feel that 
patents referred to in this clause should be 
deemed to be endorsed with the vrords ‘‘Li¬ 
cences of right“ only after a period of three 
years from the date of sealing so that the pa¬ 
tentee may have an opportunity to exploit his 
invention to his best advantage. Accordingly, 
the Committee feel that patents granted under 
the Indian Patents and Designs Act, 1911 
should be deemed to be endorsed with the said 
words from the commencement of the new Act 
or from the expiration of three years from the 
date of their sealing, whichever is later. Pa¬ 
tents granted under the new Act should be 
deemed to be endorsed with the words “Li¬ 
cences of right*' from the dale of expiry of 
three years from the date of their scaling. The 
sub-clause has l^cen amended accordingly. 

.31. Clause 88. The Committee feel that 
royalty and other remuneration of four per 
cent of the net cx-factory sale price in bulk 
of the patented article provided for in this 
Clause should be enhanced to five per cent. The 
Committee was assured that the five per cent 
was only by way of ceiling and that the royalty 
would actually be fixed on the merits of each 
case by the Controller. Sub-clause (5) of this 
clause lias been amended accordingly. 

(ii) The other changes made in the clause 
are of a consequential nature. 

32. Clause 90 {a) (iVO. The Committee feel 
that it would be unfair to penalise a patentee 
for his failure to manufacture the patented 
article on a scale adequate to meet the require¬ 
ments of a market which is not actually exist¬ 
ing but which is capable of being created. The 
Committee therefore, feel that the words “or 
Midi market capable of being created is not 
crcuted*’ occurring in the clause should be 
omitted. This clause has been amended 
accordingly. 

33. Clause 93. The Committee feel that the 
Controller should exercise the powers con¬ 
ferred on him under sub-clause (.1) only for 
reasons to be recorded in writing. The clause 
has been amended accordingly. 

The changes made in sub-clause (5) are of a 
drafting nature. 

Sub-clause (6) has bcfcn omitted as unneces¬ 
sary in view of clause 116 (2). 

34. Clause 99. (t) The Committee feci that 
only “Government Undertakings” as defined 
in Clause 2 (l)(h> sJ^uld be entitled to use in¬ 
ventions as contemplated in Chapter XVU. 
The Committee did not approve of any other 
undertaking using inventions in the manner 
provided in the Chapter. 

(ii) As the conditions specified in new' Clause 
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47 do not apply in respect of any inachinet 
apparatus or other article or any drug or medi¬ 
cine covered by a patent granted before the 
comroenocroent of the new Act, the Committee 
feel that a specific provision may be made in 
this Clause to provide for importation of such 
articles or die importation and distribution of 
such drugs or medicines. This will ensure that 
Government may, if the need arises,* import 
such articles, medicines or drugs for the same 
purposes as under new Clause 47 but subject 
to the obligation to pay compensation. The 
Clause has been amended accordingly. 

35. Clause 1(X). The Committee feel that the 
royalty or compensation to be paid in respect 
of use of inventions in the field of food, drug 
and medicine should be subject to the same 
ceiling as is provided in the amended sub- 
clause (5) of Clause 88. Sub-Clause (3) of this 
Clause has been amended accordingly. The 
other changes made in the Clause are of a draft¬ 
ing or consequential nature. 

36. Clause 107. The Commillcc feel that by 
way of caution it should be provided that the 
making, using or importation of any machine, 
apparatus ur article or the using of any process 
or the importation, use or distribution of any 
medicine or drug in accordance with the condi¬ 
tions specified in new Clause 47 should be made 
a ground of defence in actions t or infringement. 
The Clause has been amended accordingly. 

37. Clause 116. Sub-Clause (2). The amend¬ 
ment is intended to provide appeal from the 
Controller’s decision under sub-clause (3) 
of Clause 88 to lie to the High Court. 

38. Clause 144. The Committee feel that 
provisions of this Clause regarding disclosing 
the result of search made under Clause 13 in 
rcsiKct of an application for patent to any 
person may be abused. The Committee there¬ 
fore feel that the proviso to this Clause may be 
omitted. The Clause has been amended 
accordingly. 

39. Clause 146. The Committee feel that it 
will be of great advantage if information re¬ 
garding working of patei^ed inventions on a 
commercial (scale is collected and published 
from t i me to ti me. Accordi ngiy the Comtnittce 
feel that provisions should be made in this 
Clause for imposing an obligation on patentees 
and licensees to fumi.sh such information 
and on the Controller to publish such 
information periodically. The Clause has been 
amended accordingly. 

40. Schedule. The amendments made are of a 
formal or consequential nature. 

41. The amendment to the Enacting for¬ 
mula is of a drafting nature. 

42. Clause sub-Clausr 0). The amendment 
is of a drafting nature. 

43. The Joint Committee rccorpmend that 
the Bill as amended may be passed. 

RAJENDRANATH BARUA 

Chairman, 

Joint Committee. 

New Delhi, 

The 20th Ft^ffuary, 1970. 



EAStERN ECONOMIST 


Match 6.1970 



NBC Taptred Roller Bearings are apaclally 
anginaarad for haavy load vahlclaa and 
machinaa. Daslgnad to taka greater shock 
loada, they are batter suited to our road 
conditions. 

Made from high*carbon alloy vacuum* 
procassad staaT. only NBC Tapered Roller 
Baaringaara CASE CARBURI^ by the 
moat modem carburlting process. They 
have Stronger Cages. Higher Ranges. 
Downed Rollers. Spherical Roller Heads. 

Manufactured In collaboration with Federal 
Mogul of USA (Bower) In the most modern 
plant In India equipped wRh the latest 
designed machines and Inspection 
equipment 



Offices : 41 Indie Exchange 8ldg.» Calcutta f 
V 0/Si Advent, 12-A| Foreshore Road, Backbay 
Heclamation, Bombay ■ 29A/1, Asaf All Road, 
: New OethI 1 N Amar Niwas, 66, Ma|itha Road, 
‘ Amritsar (i 16*20, West Poriaswamy Road, R. S. 
Puram, Coimbatore • 1060, Relief Road, (Behind Bank 
Of India) Ahmedabad-1. 

NatioiialEiiBimMiiiiiliidusuin Ltde 

(iMrkiBi DibliUMi) slaipiir 


WIDE RANDE OF APPUCATIONS 
OOMPLETE INTER CHIUIflEiyHUTY 
INTERNATIONAL QUAUTY AND PRECISION 














, ^tnduttriaiice or perish*” ♦ 

Dr. M VisvMvftraya —Pur Foundei-~had«xhort(M|iL 

Thera need be no fear ^ 

MISL ehapes a strong, secpre future, producino ffttfit 
Special and Alloy Steols. Vital to every industry. 

And MISL also exports to the U S A , the U.K.« * 
Japan, Holland, West Germany, Australia, Spain. 
Bringing in considerable foreign exchange. 

MML FOR A STILL STRONGER WOU' 





THE MYSORE IRON & STEEL LTDl 


(A Oovt of MfMwo 

INadnwaM (l^re ltate> 


MsiayuBisiiiMniH 



wbmm amt Ruwirtwe e> A. f. eawiis, mWlliSfi0 Owaiia'i rt ee eaiM fjilii* Iflipf i i iil l hl jSs# Rdaaiifc'>, 

RxtfiaiiKw Smat. Nmv OtOu. at die New India'nilifr OhMmghi Chsei, Nm {mis. * 

fiditer: V asieaieiseMaiM O i w i y swO at we >■ *»*> » of* * <e*»fiN ir 




March 13, 1970 


BUDGET NUMBER 


RUreES FIVE 



March 13. l')70 


EASTERN ECONOMIST 




MISL makes finest Special and Alloy Steels 
Essential to almost every industry 
With special quality control systems and 
sophisticated tests, MISL is stealing the 
steel show' 

And exporting to countries 
all over the world. 

As special as MISL’s Special Steels are 
Ferro-Manganese, Ferro-Chromium, 
Silico-Manganese—which reduce imports 
and bring foreign exchange, too. 

MISL—the muscle of industry 





nNE 


ISO 



THE MYSORE IRON « 
STOLim 

(A Govt ot Mysore Underanuu) 

Bhadravati (Mysore State) 






March 13, 1970 


SPECIAL BUDGET NUMBER 


387 


tfWiiMMii/llaiidka iMtedhaiBi Ini'fttfaa tiitfim 

^ iihiirft! 8 a Aini a a--,-.,.—— 

If ww At <l(fliMi^ HHV. «l«i Afn II.IP.P. 
lll%Ali|^jA MMMlf 
wiNllAiiAMlifK, 

m 9tM iMU Mtretmfi Aimtluftktjlhit 

IMtiAMlAtflll Jf AifcitMa fffif/ i||||||fiAfc*#Artia>^ ai^yaJhi ^ 

iMrMi AlMloVtal A i snai i to iMttMr jAam Jtritoto to 

^S&MAlIk 

^AHAihfcA ikfctA jJlltotoJiiAtj^to dfjMMift 

IrWrv pW JWwW»Wy 

lAJNMit ilwjibw*^^ 

MaMV, ifmtm, thtwtMtiotffyul^t^ 
timhimiii mUH nif thpmintnirip wttdMiM 
huv tmprtum WhUhHUMUji tmipmi kt , tm w 
£«m(w W MW IR AAnAw. 

MytUsHm. <lk>rJ 0 H AC 0 . M hvbt^ 

tft# i«jMM-i mHli if»tmHiM*d MMw mhI 
$kti»\Jimi>M«ittUt0tii,famMtetp«i^mf* imcAwqpimw 
Ao«»<r 10 COMO, lAo;' teA«n w fAMt s^towfi ^Aaiif 
IttAaiHfllMfim, If mw nor iiirjirlfiNt fluf thfthjlm 
WMAow Ai rMy HtvfitM tkolMbe eotuti^ viHik lMfAfr« 
otH^dn the Hth Oeiehee. 19X1, Cartikm Wiodmjft ImhAot 
hfatutfhcliirtnt Ce, Ui, mefiuwed tu o nbXdkiry dPOWMOr 
mHih the math obfeet eftaimlng, 4M$lni tmd fiiHthki$ heitfe^ 
fi>rt3(por^> ikwiimcktM$,Mwnmh^»tintwfne»tm 
Ime been Mndueetl, ptodteetHm hu been expMM 
ofmorf f o the pelar ef NMxfwwM et^aelty there em be 

few Hugh tmits todey whieh Mfethlfidlyprediiebte MMfP 
ranetiee of het^. Beet end trtfhw hwkere medt 
from Mkm eewhulii ere exported tb the Vrdted Whddem., 
iniforted hides ore promnd In MerMa mptjer es^xm, 
tiuUgexem Aides ere lenmedtesdfieAdiidfitr the hidbm 
merheuperttaderly/er the memtfihhireet efsAenjper etqpert, 
and aueheuhel and IndastrM habere Ore ptemeed far the 
mm^eetmrsefttxitkeeeemiket Mm bet^ and 
eyXe mtdthee. fhls mbttdiery h am aiMd tdth the patem 
eatupany es eae of the dirtsieas ef<htrti^ HhedraMr.dt Ce. 

(Atedtesi fmete Ui. 


In I9SS, dtepeteatCempeay farmed mum 
stdh^ery, TaHlt WooMf* ^ ^a. lidn ia 
eeMmetiea trith JMa TUI/td Sea ML of 
Cbagew to maatfeetare phkiitt baadtfet textUe 
hems end a wide rerhay of ttsdattrie! hather 
eeteteerhs. 


I 11.LIS 

VVOODROFI K & CO., I I I). 

MADRAS. 

Mjinulaclurerti ol 
lndu»triaJ 
and Textile leathern 


(.OR DON 
WOODROI I L 
LI A mi R 

MANLI A( I I RINC Dl\ !SION 
I* \1 IW ARAM. MADRAS. 

Chrome .ind veget.iblo lanni r« 
m ,in u IA ct u r e r n ol 


i.ORDON 
WOODROI I I N (O. 

( MADRAS) 
RRD A I L I I I). 
MADR VS. 

I,Xpotter, of 
La ',1 India Tanned l^nthet . 


in i#5P> a third Cetmeay. Ftmim thedraHh d 
. Ce. Ltd,i^aias firmed hi OMoeWMon with 

I H, thnaer d Ce. (Qmseee) MLdfStdl to 
tmam^itae leethitf befthipaad eMI Ibhe. 
in ifidf, lAe^cnf CeammdhlAM^hlhirk 
lammaMtihaemt hat hem MM Id M de d 

, WeedteSfir (Mtht} M 

1 ^ 


(,ORDON 


WOODROLI 1 


dll L I INt.) I*RIN A LL 11 

1 D. 

MADRAS. 


JVlAnul*ctur»ri of 


L.e other Bel tiny 



(.ORDON 

WOODROI I I LNCIM I RS LID 

Madras. 

Manufacturers of 
Collets and f eed Finqers 
(Round, Hexagon and Square) 
Conforming to Intr i nation.il 
Speedical) ons. 


I id ttbdt, Mkd Waedrefi^Sathreers Ud. tm 
* Anpmtf be hohliMd eeUeberttifan dith Crtnfierd 
Ct. £ Id mdmMme &>U^ 



r* 1 V 
LtVc) 


V ^ 






388 


EASTERN ECONOMIST 


March 13. 1970 






What's this sign a symbol for? 


New ideas in engineering. They originate at L&T where skilled engineers design, 
manufacture and install plant and equipment for major industries—chemical and 
pharmaceutical, food and dairy, minerals and oil, pulp and paper, steel and cement, 
power and irrigation. The L&T sign also symbolises complete plant construction 
based on process know-how from clients and collaborators—plants seen through 
from greenfield site to final commissioning. In short, the L&T sign symbolises the 
development ot every vital industry in India. 

LARSEN & TOUBRO UMrTED P.O. Box 278, Bombay i. 


INS au 





EASTERN ECONOMIST 

BUDOET IIUHIER 1970 

VOL. 54, No. 11 MARCH 13, 1970 

THE 9UDGET IN PERSPECTIVE 


The Ba<«ct and tha Prime Mlalttcr 


—The Editor 

389 

SqaaertBS Hm Tax-Payor—S.P. Chopra 

394 

Enphaais on Excise Dotlas—R.C. Utnmat 

404 

Expert alter the Bndget — A Special 
Correspondent 

412 

Tnapedta for Borrowins—“Sagittarius" 

417 

Ritual Rise of Postal Rates—Hardev 

Singh 

418 

Rouitions to the Badget—R.V. Murthy 

421 

BUDGET DOCUMENTS 


stability as Well as Social Justice 

423 

Towards Self-Reliance 

427 

Finance Bill, 1970 : Proposals Explained 

434 

Postal Rates Raised 

485 

Savings Schemes 

486 

Towards Growth with Social Justice 

494 

Budget at a Glance 

521 

Economic Survey : 1969-70 . 

545 

COMPANY MEETING 

541 

The Industrial Credit and Investment 
Corporation of India Ltde 


INDEX TO ADVERTISEMENTS 

554 

ANNUAL SUBSCRIPTION 



INLAND ; Re $5.00 
FOREIGN : $7<0-0 or $17-00 
Airmail A AdverttMowH RaM 
on ^oiry. 

REOISTGRED OFFICE 

UCO Bank Boildini, P. Box 34, 
ParliameDt Strwt, New Delhi-I. 

SUB-OFFICES 

United Commercial Bank Bldg, 359, 
Dr Dadabhuy Naoroji Road, Bombay. 

5 A, Sachidanaada Chambers, 7 Chow- 
rin^iee, Galcntta. 

Purushotham Bldg, 193, Mount Road, 
Madns. 

3, Sali^wty Court, Flirt, Street, 
Londcm. . ... 


THE BUDGET IN PERSPECTIVE 

The Budget and 

the Prime Minister 

THE EDITOR 

As I studied the reactioos of certain politicians and some businessmen (which were 
reported in the press) to the central budget for 1970-71, or went through the post¬ 
budget editorials in some of the newspapers, I caught myself wondering whether 
these commentators were really talking about the budget proposals which the Prime 
Minister (and Finance Minister) had presented to Parliament on February 28 this 
year. Mrs Indira Gandhi, 1 was informed, had earned credit and congratulations 
for achieving the difficult goal of promoting both economic growth and social 
justice at one master-stroke. She, it was suggested, had somehow managed to 
produce a produclion-saving-investmcnt curiented budget, while incorporating 
in it, at the same time, the elements and instruments of a socialist programme. 
This, however, was not the impression that I myself had received from going 
through the budget papers immediately after they were presented. A second and a 
more leisurely reading, subsequently, I am sorry to say, has still left me uncon¬ 
vinced that these newspapers or other commentators were dealing with the realities 
of this budget. 

Now, far be it from me to decry the various extensions of the small savings 
scheme or Uie tax concessions in respect of savings which have been introduced into 
the structure of the income-tax or the wealth tax. The Prime Minister, I am 
sure, has thought of these attractions for the saver with high hopes and the best of 
intentions. But, then, let us, for a moment, look facts in the face. So far as the 
risk or other investment capital for the private sector is concerned, that part of it 
which is drawn directly from private savings, as distinct from institutional finance, 
has to come from that section of the people which, besides being motivated to 
save, has also the ability to save. Quite clearly persons answering to this descrip¬ 
tion are to be found, in the main, among the urban higher middle class. 

It does not follow that other, less wcll-pladed sections of the population do 
not save at all. They do save to some extent. But, by and large, they do not save 
in order that they may invest. Their savings essentially are for a rainy day and, 
regrettably enough, rainy days tend to be rather frequent in their existence. This 
apart, there are the periodical calls of marriages in the family and other occasions 
for special expenditure which tend to liquidate their savings at more or less regular 
intervals. So far as systematic, consistent and investment-oriented saving is 
concerned, it is clear that only people in the higher brackets of incomes, who happen 
to have both the willingness and the capacity, save and invest to any significant 
extent. It is, no doubt, a disagreeable thought that the bulk of the middle class does 
not qualify as steady and sustained savers, but given the high and rising level of 
prices or the legitimate priority which a certain improvement in the standard of 
living has come to enjoy in the calculations of domestic budgeting of inch'viduals 
or households, this must be accepted as an inescapable situation. 

Given these circumstances, a budget which makes such a fierce onslaught on 
incomes above Rs 40,000, whatever the merits it may have, certainly cannot be 
credited with the virtue of being saving-and-investment oriented. It would be 
reasonable to assume that practically every extra rupee of government revenue 
that may be secured through the proposed additional taxation of the incomes in 
question would be a rupee withdrawn from the saving and investment potential 
of this section of the population. In the process, it is the availability of capital 
for industry in the private sector that is likely to be most severely hit, since the 
main source of non-institutional finance for the corporate sector is to be found in 
the voluntary savings of higher income groups. 

It may be argued that the proposed income-tax concessions relating to sav¬ 
ings should help to soften the adverse fiscal impact on the capacity of the higher in¬ 
come groups to save, but the possible relief on this account will be less than may 
be apparent on the surface, since the tax concessions in question liave ^en de¬ 
signed, in part, to spread their attraction over a wide range of investment forms, in- 
dluding bank deposits and government securities. Strictly from the point of view 
of investment in industry in the private sector, the meaning and value of these 
concessions will have to be evaluated with great circumspection. 

The argument that this budget places the accent on the promotion of saving 
and investment mid therefore economic growth, becomes even more untenable 
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when the Prime Minister s proposals 
relating to the wealth tix are concerned. 
She herself has had the candour to 
state that the purpose of this part of 
her budget proposals is to aid and abet 
her measures relating to income-tax 
in discouraging incomes and wealth 
beyond certain levels. Mrs Gandhi, in 
fact, has said in so many words that the 
combined effect of her proposals re¬ 
lating to the income-tax and wealth 
tax would be to place an effective ceil¬ 
ing on incomes above Rs 25,000 where 
such incomes are wholly unearned, 
i.c., derived solely from the holding of 
property in one form or another. 

After the proposed increases in the 
rates of wealth tax and the rates of the 
special lax on urban land and build¬ 
ings, the combined levy on property, 
when account is also taken of the in¬ 
crease of income-tax on higher slabs of 
income, would amount to a recurrent 
capital levy. ThLs is because the aggre¬ 
gate tax liability may exceed the income 
of the assessee from his properties, 
after allowing for expenses of manago- 
ment. maintenance, depreciation or 
other obligations. This, of course, is a 
general statement and the degree of 
hardship suffered by individual asses- 
sees will, of course, vary according to 
their respective circumstances^ The 
thrust of the Prime Minister’s fiscal 
policy, however, isr clear and its direc¬ 
tion is not to be mistaken for other 
than what it is, which is towards the 
positive and progressive dismantling 
of individual wealth through a recurring 
capital levy. 

Negative Circumstance 

Some commentators, including a few 
from the business world, have tended 
to attach exaggerated importance to the 
purely negative circumstance that the 
Prime Minister has refrained from im¬ 
posing new levies on the corporate sec¬ 
tor. A good deal of the pre-budget 
speculation tended to concern itself 
with the possibility of bonus shares 
being discouraged or dividends being 
curbed. There was even a scare about 
the likelihood of a capital levy being 
imposed on company assets. Broadly 
speaking, there was general apprehen¬ 
sion that corporate earnings would 
attract new fiscal penalties in some 
form, ll is but natural that there 
should have been some relief however in 
business or investment circles when these 
fears were not borne out. 

Relief, however, is one thing, while 
uncritical complacency is quite a diffe¬ 
rent thing. There has been an un¬ 
warranted disposition on the part of 
many people to draw from the Prime 
Minister’s forbearance on the present 
occasion the inference that she has 
realised that the corporate sector can 
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be fiscally exploited further only at 
the risk of industrial expansion being 
held up. I personally see no reason 
for believing that this reading faith¬ 
fully represents the working of the 
Prime Minister’s mind. It seems to 
me that, if, on the present occasion, 
she has chosen to concentrate her effort 
in the direct tax field on personal 
income and wealth, it is simply because 
such a move has offered her the most 
immediate as well as the most striking 
political advantages. The government’s 
political attitudes being what they 
arc and its need for additional revenue 
being a continuous one, it would be 
surprising, indeed, if next year the 
sharp edge of direct taxation is not turn¬ 
ed against the corporate sector. The 
point I desire to make here is that, so 
long as the central government stands 
committed to its present political 
approach or obligations, it will be 
labouring under a continuous urge to 
squeeze incomes and wealth above a 
steadily falling level of relative safety 
against such fiscal exploitation, regard¬ 
less of the adverse implications of such 
a budgetary policy for economic growth. 

Frightening Aspects 

Indeed, the most frightening aspect 
of this budget, in my view, is the 
Prime Minister’s implied rejection of the 
notion that expropriatory personal 
taxation may have an adverse bearing 
on the ability and willingness to save 
and invest or the impulses of initiative 
and enterprise. Mrs Gandhi is clearly 
acting on the impression that an indi¬ 
vidual’s enjoyment of bis personal in¬ 
come or the scope left to him for 
possessing or disposing of wealth could 
be curbed to any extent she chooses 
without such a fiscal policy damaging, 
in any way, the attitudes of men and 
women towards work, saving or invest¬ 
ment. It is true, of course, that the 
Prime Minister is not the only person 
who is disposed to think along these 
lines and that there arc others. How¬ 
ever, such experience as wc have, in 
historical or contemporary terms, of 
the functioning of what may be called 
free societies, does not seem to lend 
support to their view. 

The progressive impcrsonalisation of 
the functions of saving and investment 
must, in due course, find their logical 
expression in the conversion of such 
free societies to a totalitarian politico- 
economic order which is identified with 
certain ideologies. But even countries 
which have opted for or rather have 
been overtaken by that particular politi¬ 
cal destiny arc apparently discovering 
through the painful processes of econo¬ 
mic stagnation and social frustration 
that personalised incentives cannot be 
banished from any productive apparatus 
without damage to its dynamics 
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of growth. By bitting iodiscrimi- 
nately at the ability and willingness 
to save of those sections of the 
population who have demonstrated or 
are demonstrating their capacity to 
generate investible resources through 
the exercise of entrepreneurial skills, 
business judgment or professional or 
technical talents, the Prime Minister, 
in my opinion, is not only creating a 
hostile environment for the emergence 
of new industries, but also a psychologi¬ 
cal as well as an economic climate with 
a. built-in animus against the progress 
of new entrepreneurs and managers. 
A fiscal policy which is pregnant with 
such results can have no pretence what¬ 
soever to being an intrument of econo¬ 
mic growth or of its creatures — social 
justice or welfare. 


n 

Among the merits claimed for this 
budget is that it has made a bold bid 
for social justice and social welfare as 
important ingredients in the develop¬ 
ment process and thereby befriended 
the common man to an extent not 
attempted in any previous document 
of this kind. It is rather strange that 
this argument should have been put 
forward at all. For some time now, the 
prices of essential commodities as well 
as the general price level have been 
going up. In particular years, the spurt 
in prices has been substantial and over 
the period generally there have been 
steadily increasing pressures on 
living standards through repeated 
increases in the cost of living. In the 
circumstances, a budget which claims 
to be a compassionate budget or a 
budget for the common man will be 
justified in its pretensions only if its 
policies and proposals hold out a 
reasonable expectation that the cost of 
living would be kept relatively stable, 
if not brought down. 

At a later stage of this discussion, 1 
shall deal with the larger question whe¬ 
ther this budget is inflationary and, if so, 
to what extent. Here I would point out 
that, so far as the fiscal programme of 
the budget is concerned, it contains no 
concessions of any kind with regard to 
the existing level of excise taxation and 
to this extent it has made no contribu¬ 
tion towards bringing down the price 
level or the cost of living. Those who 
may be disposed to assert that this 
budget has eased the lot of the common 
man must be sternly told that the budget 
has not reduced any of the existing 
rates of central excise which, in some 
cases, are certainly very hi^, on 
essentia] articles of daily consumption. 

The exemption limit of income-tax, 
it is true, is now proposed to be fixed 
higher at Rs 5,000 as against the present 
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exemption limit of Rs 4,000 rising to 
Rs 4,800 on account of personal allow¬ 
ances, with assessees who are married 
and have two or more children qualify¬ 
ing for the maximum benefit under this 
provision. The proposed exemption 
limit, which will be uniform in its 
application to all non-corporate asses- 
aees, will certainly confer a substantial 
benefit on assessees who are unmarried 
and who, under the present dispensa¬ 
tion, are entitled only to an exemption 
limit of Rs 4,000. For other assessees, 
who are married and have a child or 
children, the gain will be smaller. At 
present a resident Hindu individual, 
married and with two or more children, 
having a total income not exceeding 
Rs 10,000 and supporting a dependent 
parent or grand-parent, receives a fur¬ 
ther deduction from his tax apart from 
the other deductions on account of per¬ 
sonal allowances so that, in his case, 
no tax is payable on the first Rs 5,100 
of his total income. Since it is now pro¬ 
posed to stop ail deductions from tax 
on account of personal allowances in 
view of the new exemption limit being 
fixed at Rs 5,000, those now enjoying 
the dependent parent allowance will be 
slightly worse off in the future as only 
the first Rs 5,000 of their total incomes 
would enjoy exemption from income- 
tax and not Rs 5,100, as at present. 

Sabatantial Beneficiaries 

The only substantial beneficiaries 
from the change would be assessees who 
are unmarried, since the tax benefit 
in their case would be Rs 137.50. 
Assessees who are married and have 
two or more children stand to gain 
the least, the tax saving in their case 
being only Rs 11. Assessees falling 
within this category would constitute 
the greater part of the 500,000 persons 
whom the new exemption limit may be 
expected to release from liability to in¬ 
come-tax. As a blow struck in a right 
course, viz., family planning, the propo¬ 
sal for revising the exemption limit may 
deserve commendation. But it surely 
does not go very far as a measure 
of relief to the middle class or the low¬ 
er middle class, especially when allow¬ 
ance is made for the fact that some of 
the increases in the central excise duties 
proposed in this budget are related to 
articles of daily consumption of 
middle class or even lower^middle class 
families. What may, at best, be claimed 
for the proposed revision of the exemp¬ 
tion limit for income-tax is that, be¬ 
sides its relevance to family planning, 
it may help to provide partial — and, 
in many cases, only notional — com¬ 
pensation to the urban middle class 
against the impact of the increased 
central excise duties proposed to be 
levied on certain goods. 

I The emphasis, here, is on the word 
^'partial'’ for, although Mrs Gandhi 
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has pleaded that her proposals relat¬ 
ing to central excise taxation have 
been framed so as to avoid placing new 
burdens on the less well-to-do sections 
of society, some of the increases in 
commodity taxation proposed by her 
are bound to affect all classes of the 
people, including' the less well-to-do. 
This is clearly true of the higher duties 
relating to tea, sugar and cigarettes. 
The budget has gone through the virtu¬ 
ous motion of confining the increases 
in the duties on cigarettes to superior 
varieties, while in th^e case of sugar the 
increase in duty is virtually restricted to 
free-market sugar. The argument is that 
duties thus circumscribed arc not likely 
to affect the less well-to-do consumers 
who, in the case of tea and cigarettes., 
may be presumed to be disinterested in 
the superior qualities of these com¬ 
modities and who, in the case of sugar, 
have the option of restricting their 
consumption to “levy” sugar, which is 
sold through fair price shops and in 
the case of which the central excise 
duty has been left practically untouched. 

Flaw in Reasoning 

The flaw in all this reasoning is that, 
since cigarette manufacturers are free 
to readjust the prices of various brands, 
they may well decide to distribute the 
burden of the excise duty over the en¬ 
tire range of their production, if this 
is what their market strategy demands. 
As a matter of fact, something like 
this has always been happening and 
there is no doubt that the impact of the 
increased central excise duty on ciga¬ 
rettes will be felt on the prices of all 
brands of cigarettes and not merely on 
the prices of the superior brands. This 
is even more true of tea where a good 
deal of tea is marketed after being 
blended. 

The Prime Minister and her advisers 
in the Finance Ministry must be naive 
indeed to believe that the less well-to-do 
consumers will not be affected by the 
increase in the central excise duty on 
tea or that a cup of tea at the wayside 
tea shop will continue to sell at the 
same price as before the budget despite 
the higher central excise imposts on 
sugar and tea. Incidentally, it is worth 
noting that tea, sugar and tobacco are 
articles which undoubtedly enter into 
the common man's consumption and it 
will not therefore be idle to speculate 
that, had the circumstances of the cotton 
textile industry permitted it, Mrs 
Gandhi might not have hesitated to 
increase the central excise duty on cot¬ 
ton cloth, little caring what the common 
man might think of it. 

So far as the taxation proposals go, 
then, the common man has not been 
very much in the picture. No relief has 
been given to him in the form of any 
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reduction in central excise duties on 
essential articles of consumption. On 
the contrary, some of the increases in 
duties now proposed may impose a 
heavier burden on his domestic budgei. 

What he has gained, principally, is 
psychological satisfaction of sorts. By 
sharply increasing the rales of income- 
tax on higher slabs of income, the rates 
of wealth fax and the rates of the special 
tax on lu-ban land and buildings and 
thereby “soaking” the rich, the Prime 
Minister has perhaps made it possible 
for the less well-to-do sections of the 
community to draw comfort, if they 
would, from the discomfiture of the 
affluent. This, no doubt, is social 
justice of a kind. What relevance this 
has to social welfare is, of course, a 
different issue. 

Mere Window Dressing 

Included in the packet of budget 
papers is a memorandum entitled, 
“Towards Growth With Social Justice”. 
This gives an outline of some prog¬ 
rammes included in the budget for 
1970-71 with a view to improving the 
living conditions of the Icss-privileged 
or the more vulnerable sections of the 
community. These programmes have 
been described as “new initiatives lor 
the well-being of the needy and the 
poor in the shape of schemes for small 
farmers and agricultural labour, nutri¬ 
tion programmes for pre-school and 
school children, housing and urban de¬ 
velopment, rural drinking water supply 
and social security benefits for industrial 
workers and government employees”. 

I may be pardoned for suggesting that 
this is mere window-dressing. After all, 
from the first five-year Plan onwards 
there have always b^n programmes in 
the field of community development or 
social welfare. These programmes 
had naturally been framed with a view 
to meeting the special requirements 
of, or conferring special benefits on 
those sections of the .community who 
may be deemed to be in need of such 
attention. Year after year, financial 
provisions have been made for these 
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fields. It would be wor^fh noting that 
such welfare-oriented development 
activity is being carried on by or through 
the state governments as well as the 
central government. If certain new 
programmes relating to this field are 
being proposed for the new financial 
year and if financial provisions are made 
for them in the central budget for 
1970-71, the process can hardly be 
advertised as some kind of a socio¬ 
economic revolution. 

The measures for social security and 
other benefits for industrial workers 
and government employees, included 
in fhe budget, for instance, arc essenti¬ 
ally extensions of what is being attemp¬ 
ted already and no special credit is due 
to the Prime Minister for having had 
tl’ic generosity to take a few more steps 
in this direction. A great deal of em¬ 
phasis has been placed on a programme 
for improving the condition of dry land 
farming. Now, far be it from me to 
minimise either the serial or the econo¬ 
mic importance of stabilising agricul¬ 
tural operations and yields on lands 
which have no assured supply of water 
and which have to look to uncertain, 
uneven and generally meagre rain¬ 
fall for their sustenance. But it is sure¬ 
ly too much to claim that dry farming 
has not been known or practised before 
the “new Congress,” of which the 
Prime Minister is the leader, thought 
of it or began talking about it. 

Propaganda Fanfare 

Dry farming is no more the invention 
of our radical politicians than the multi¬ 
plication table is that of the village 
school master. Our agricultural deve¬ 
lopment programme has been passing 
through various phases. Over a period, 
the emphasis has been on intensive 
agriculture in irrigated areas where quick 
increases in yields or production could 
be expected. It is now quite legitimate 
to bring into the .sweep of the nation's 
agricultural effort measures for the 
conservation of soil or tvatcr in regions 
wholly or substantially dependent on 
the rainfall. Surely, these purely techni¬ 
cal changes in agricultural policy can 
be cffec'led without any fanfare of pro¬ 
paganda designed to squeeze political 
benefits out of the gullibility of the 
public. The need for the government 
observing a certain measure of decency 
or dignity in self-advertisement is all 
the more apparent from the fact that, in 
the case of many of the welfare schemes, 
such as, for instance, the nutrition pro¬ 
gramme for children, the financial pro- 
vissions, as Mr Asoka Mehta has poin¬ 
ted out, are ridiculously low, thereby 
casting doubt on the hona fides of their 
sponsors. 

My submission, then, is that in terms 
of hard facts or figures, this budget is 


certainly no great leap forward towards 
a world in which the common man may 
be said to have come into his own. 

m 

The question whether the economic 
policies and fiscal proposals of this 
budget will have an inflationary effect 
on the economy is one which, as I have 
suggested earlier, concerns the common 
man much more intimately than any 
reliefs or other benefits that may have 
been extended to him. It is however not 
only the common man who is concerned 
with the issue of inflation but the entire 
public which has a stake in the politi¬ 
cal stability, social integrity and order¬ 
ly economic progress of the nation. 

The theme of inflation has perhaps 
acquired an increased urgency at the 
present time. Over a period of 12 
months, the wholesale price index has 
moved up by more than .seven per cent. 
Simultaneously, quite a few critical 
shortages of goods have made their 
appearance. With the growth of em¬ 
ployment opportunities lagging behind 
the growth of population, these trends 
in prices and supplies are tending lo 
make life unpleasant and hard all round. 
Public opinion is therefore extremely 
sensitive to intimations of inflation. 

Now, it has been the hard experience 
of the people of this country that, with 
the arrival of every new financial year, 
the economic burdens borne by all 
classes of the community have tended 
to pile up. This continuous sacrifice 
which has been imposed on the public 
has been sought to be justified as the 
legitimate cost of the five-year Plans of 
economic development. The public, 
however, is only too wise to the fact that 
a good deal of the additional resources, 
diverted from private ownership or 
spending to the coffers of the govern¬ 
ment, has been absorbed by increases 
in administrative expenditure, while 
another large part of such resources 
has been consumed in wasteful or in- 
fructuous expenditure in the name of 
development. 

This being the case, the citizens of this 
country would naturally demand that 
the central budget presented by the 
Prime Minister for 1970-71 should 
present some convincing evidence that 
the additional resources it seeks will be 
raised and spent in a non-inflalionary 
manner. I am not sure that Mrs 
Gandhi is in a position to pass this 
test. To the extent that her budget has 
an economic strategy as distinct from 
political tactics, it is that the present 
state of the economy warrants an in¬ 
jection of purchasing power which 
would raise aggregate demand to a 
higher level and thereby enable several 


industries to improve their utilisation 
of installed capacity and step up their 
production. Additionally, it has been 
argued that increased government 
spending on economic and social over¬ 
heads or the infrastructure would, be¬ 
sides stimulating current production, 
also strengthen and promote impulses 
of long-term industrial expansion and 
economic growth. 

There is, no doubt, some substance 
in this argument although 1 am in¬ 
clined to believe that it is not the ag¬ 
gregate money supply but the effective 
demand for particular products which 
needs a little doctoring at present. 
What really bothers me, however, is 
that the government has always been 
more adept at spending freely rather 
than spending wisely. Jn the circum¬ 
stances, I have serious doubts whether 
an increase in the level of public spend¬ 
ing, as has been proposed in the budget, 
will be a wholly constructive influence 
on the level of economic activity; the 
risk of merely inflationary spending 
cannot be ignored. 

Disquieting Features 

The central budget, indeed, has a 
number of disquieting features from 
this point of view. In the current finan¬ 
cial year, the budget estimate of deficit 
financing at about Rs 254 crores has 
been converted into the revised esti¬ 
mate of Rs 290 crores. The budget 
estimates for the new financial year show 
deficit financing at about Rs 225 crores. 
There is no ground for believing that this 
figure also will not be surpassed by the 
actuals in due course. Considering the 
steady deterioration in the technical 
standards of budgeting and the conti¬ 
nuous political pressures on the govern¬ 
ment to live beyond its means, it would 
be a reasonable expectation that the 
government will normally be compelled 
to resort to deficit financing to a greater 
extent than it is willing to concede in 
the first instance. Also of relevance 
here is the fact that prices are on a ris¬ 
ing curve. 

The central government budgeted 
for a total civil expenditure of Rs 
1,857 crores on both revenue and capi¬ 
ta] account in the current financial year. 
It is now expected that the amount 
would be higher at Rs. 1,891 crores. 
For the new financial year, the budget 
provision for civil expenditure on both 
revenue and capital account is Rs 
2,023 crores. Even in the unlikely event 
of the actual expenditure not going be¬ 
yond this level, there will be a substan^ 
tial increase in civil expenditure which 
is in the nature essentially of consump¬ 
tion expenditure. Defence expenditure, 
which has been raised from Rs 1,115 
crores in the revised estimates for 1969- 
70 to Rs 1,152 crores in the budget esti- 
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mates for 1970-71, follows the same 
trend. 

Here, I may also refer to the dis¬ 
closure by the Prime Minister in her 
budget speech that she is providing Rs 
170 crores to cover the gaps in the re¬ 
sources of certain states. This would 
mean ifiai the revenue deficits of these 
states are sought to be made good 
through a subvention from the central 
government. When all these increases in 
the expenditure of the central govern¬ 
ment, viz., higher provisions for civil 
administration and defence and the 
special provision for covering the defi¬ 
cits of some state governments are taken 
into account, it is clear that there will 
be a very large clement of inflationary 
spending in the disbursements from the 
central exchequer which have been pro¬ 
jected for the new financial year. 

Depressing Voluntary Saving 

A similar inflationary risk seems to 
inhere in the government’s programme 
for raising resources in the new finan¬ 
cial year. As I have pointed out earlier, 
the entire parcel of proposals relating 
to direct taxes is designed to cut into 
the income or wealth of those sections 
of the community which have a high 
propensity to save and invest. The 
transfer of resources from this part of 
the population to the coffers of the 
government the expenditures of which 
arc inclined to be consumption-oriented 
is surely likely to have an inflationary 
effect. In other words, the fiscal policy 
adopted in this budget may depress 
voluntary savings more than it may 
build up public savings. 

The position is not improved in any 
manner by the scheme of indirect taxa¬ 
tion adopted in the budget. The various 
proposals for commodity taxation are 
such that they will push up the prices 
of particular / commodities without 
exerting any appreciable deflationary 
pressure on the volume of aggregate 
demand. In this context, a reference to 
the Railway budget is relevant. Es¬ 
pecially after the Railway Minister’s 
surrender on tlie issue of the proposed 
increases in fares for third class travel, 
the scheme of fare and freight increases 
will operate, in the main, to push up 
costs. It is also worth pointing out that 
the increases in the tariffs of the Posts 
and Telegraphs Department, which are 
intended to narrow the gap between the 
receipts of this department and its 
continuously rising operating expenses, 
will add not inappreciably to the costs 
of business. 

With repayments on market loans 
ruiming at a lower level in 1970-71 than 
in 1969-70, the government’s gross 
borrowings at Rs 455 crores in the 
budget year would also be less than its 
gross borrowings in the current financial 
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year. Nevertheless, the net borrowings 
will be higher at about Rs 162 crores as 
against a little above Rs 141 crores in 
the current year. This would certainly 
be a welcome development. Un¬ 
fortunately, it is not possible to infer 
from this that the government’s borrow¬ 
ing programme will necessarily make a 
large disinflationary contribution. This 
is because of the fact that, in view of the 
government’s declared policy of utilis¬ 
ing the resources of nationalised banks 
for supporting a rising level of public 
expenditure, it is not possible to say 
what part of the increased market 
borrowing would only be, in the event, 
another form of deficit financing through 
the expansion of bank credit to govern¬ 
ment. Rather more respectable in its 
pretensions to be non-inflationary is the 
small savings target. The budget 
assumes credit for Rs 140 crores for 
small savings as against Rs 125 crores in 
the current year. The projected in¬ 
crease however is relatively small and 
its deflationary effect should be corres¬ 
pondingly inconsiderable. 

Industrial Activity 

Ultimately, what would decide 
whether the year 1970-71 is going to be a 
year of increasing inflation is, of course, 
the level of productive activity in the 
industrial sector. 1 am aware, of course, 
that so far as agricultural production 
is concerned, there is scope for expect¬ 
ing that an increased output of food- 
grains may be depended upon to relieve 
an excess of pressure on the price level. 
It would be 3 mistake, however, to 
exaggerate the dimensions of this dis¬ 
inflationary factor. Despite an increase 
in the production of foodgrains, their 
prices are bound to remain high due to 
a variety of reasons among which the 
increase in the cost of production of 
foodgrains and official restrictions on 
their free movement across the country 
are the more important. It is also to be 
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borne in mind that, although the output 
of cereals has been going up, the output 
of other food crops, such as pulses and 
oilseeds, has not been increasing in 
step with demand. On the contrary, 
there is a pronounced shortage of oil¬ 
seeds and edible oils which has been 
pushing up the prices of essential arti¬ 
cles of consumption and thereby contri¬ 
buting lo an increase in the cost of 
living. 

Main Bottlenecks 

Against this background, the probable 
trends of costs and productii>n in the 
industrial sector become all the more 
significant. As for costs, all the indica¬ 
tions arc that they will keep going up 
and up. Where output is concerned, 
the prospects of installed capacity 
being utilised more fully or more 
intensively arc on the whole 
bright. The snag is with regard to the 
expansion of existing production facili¬ 
ties or the setting up of new production 
units. The main bottlenecks here are, 
of course, the political attitudes of the 
government and the inertia of the ad¬ 
ministration. 

Even in the case of strategic industries, 
the immediate expansion of which has 
been accepted by the government itself 
as a matter of high national priority, 
governmental obstructionism shows no 
sign of waning or weakening. Urgent 
fertilizer projects, for instance, are being 
delayed because the administration 
seems unable or unwilling to take even 
routine decisions on details. When this 
is the case, the plight of other industrial 
ventures can be easily imagined. The 
Prime Minister, in her budget speech, 
expressed concern over the emerging 
shortages of critical materials, such as 
steel. Bui even in the case of .steel, 
schemes for the manufacture of special 
or alloy steels are being compelled to 
drag their feet because the govern- 
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A Budget is a financial statement of expendi¬ 
ture and revenue. If it receives so much atten¬ 
tion by the public it is because both expe^iture 
and revenue impinge upon economic and social 
policies and are an expression of such policies 
as framed and adopted by the Government. 
Every criticism of the budget is, of course, 
directly and in the first instance a criticism of 
the Finance Member who is the custodian of 
the country’s finances but it is also a criticism, 
indirectly and a little remotely, of every other 
member of the Govermncnl who either has fail- 
^ to press upon the Finance Department (he 
right course of action or meekly submitted to 
its wrong decisions. All this is well-known. 


It is therefore unnecessary for the the Supply 
Member to tell the Legislative Assembly sole¬ 
mnly as if it can be any diminution of the res¬ 
ponsibility of the Finance Member, that for 
every kind of policy or action he and his other 
colleagues are prepared to take equal responsi¬ 
bility. But this assurance is welcome for another 
reason; it would afford the public an oppor¬ 
tunity to lest the measure of the knowledge and 
responsibility of some members of the Govern, 
ment in respect of an important matter of 
policy in whicli at least three depaxlmcnts ar^ 
involvotl, tile Industries and Civil Supplies, tlv 
Supply and llie Planning Departments. 
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ment, for reasons best known to itself, ructionism practised in New Delhi than 

is not prepared to give up its obstruc- the vandalism per|»terated in West 

tionist attitudes. In tSe case of several Bengal. A budget is only one of the 

other industries, such as for instance, instruments of economic policy. It has 

aluminium and staple fibre, there is to be seen in the larger perspective of 

tremendous scope for the early expan- the government’s management of the 

sion of production provided the govern- economy. Viewed in these terms, as 

ment is prepared to permit it. well as in relation to the specifics of 

its fiscal and other proposals, the oent- 
The tragedy is that industrial stag- ral budget for 197(K71 has little claim 

nation and demoralisation arc being to be a landmark in the nation’s quest 

caused to a greater extent by the obst- for a brighter economic future. 

Squeezing: the Tax-Payer 

S- P- CHOPRA 


The total lax revenue of the Govern¬ 
ment of India has multiplied almost 
seven times during the last two decades. 
In 1950-51, the yield from direct and 
indirect taxes (including the share of 
the states) totalled Rs 449.24 crorcs. 
According to budget estimates, the 
total tax revenue is expected to be Rs 
3,136.64 crores next year (1970-71) 
including the incidence of the fresh 
imposts abnegating to Rs 170 crores. 
During this period, national income in¬ 
creased by about ihree-and-a-half times 
with the production of factory estab¬ 
lishments showing an increase by four 
times at current prices. The incidence 
of taxation has thus progressed much 
faster than the growth of our econo¬ 
my, and, as is shown later, the pressure 
of rising taxes has been extremely large, 
and growing on a small section of 
society. 

Back in 1950-51, the incidence of 


percentage rise in indirect taxes. Where¬ 
as the rise in direct taxes between 1950- 
51 and 1970-71 was 273 per cent, the 
corresponding increase in indirect taxes 
was 916 per cent. 

This is a pointer to the fact 
that, in the history of tax evolu¬ 
tion in this country, the government 
turned to direct taxes first. It was only 
when the direct taxes had become in¬ 
elastic that the government started 
tapping indirect taxes. In the budget 
for 1970-71, no new taxes have been 
levied on the corporate sector; the 
additional yield of Rs 15 crores is ex¬ 
pected from changes in income-tax and 
wealth tax rates. 

At the existing rates of taxation, the 
income-tax likely to be collected in 
1970-71 works out to be Rs 423.00 
crores. The distribution between ad¬ 


vance coUections, ordinary collections, 
surcharge etc., has been estimated by 
the union Ministry of Finance asfollows: 


Rs 

crores 

Advance tax collections (net) 

'75.00 

Ordinary collections 

319.00 

Surcharge (Union) 

15.00 

Surcharge (Special) 

8.00 

Additional surcharge (Union) 

2.00 

Miscellaneous 

4.00 


423.00 


The yield from income-tax in 1950-51 
was Rs 132.73 crores only. Jt follows 
that during the past 20 years, the 
yield from income-tax has increased 
more than twice over. By and large, 
this increase in yield was made possible 
by the rise in the number of assessees 
and only to a small extent through in¬ 
creased rates of taxation. The number 
of individual assessees in 1950-51 was 
395,107; in 1964-65, the latest year for 
which figures are available, their num¬ 
ber had multiplied nearly three times to 
1,229,854 (Table I). 

It is a safe guess that the 
strength of these assessees has now 
crossed the two-million mark. In 
1950-51, out of 395,017 assessees, as 
many as 353,544 were in income groups 
below Rs 15,000 a year (Table II). 


direct taxes was almost equal to that of 

indirect taxes. While direct taxes to- Table I 


tailed Rs 221.75 crores, the indirect 
taxes yielded Rs 227.49 crores. Jn 
1970-71, the share of direct taxes is 
expected to be nearly onc-fourth of the 
total taxes. The direct taxes at Rs 


INCOME TAX ASSESSMENTS 
(Individuals) 


827 crores will constitute 26.36 per cent 
of the total tax revenue. The break-up 
of this total is expected to be as 
follows: 


1970-71 
Rs crorcs 


Income-tax 

438.00* 

Corporation tax 

342.00 

Estate duty 

7.50 

Wealth tax 

18.00 

Expenditure tax 

0.01 

Gift tax 

1.50 

Land revenue 

0.15 

Taxes on vehicles 

2.44 

Stamps 

6.92 

Registration fees 

0.16 

Others 

10 36 

Total 



Years 

No, of Income Tax* 

assessees 

(Rupees in crores) 

1950-51 

3,95,017 

342.32 

63.70 

1951-52 

5,47,539 

475.49 

80.35 

195.5-56 

4,54,695 

500.54 

79.41 

1956-57 

4,99,621 

551.83 

87.57 

1960-61 

8,28,347 

777.80 

98.06 

1961-62 

9,40,246 

884.60 

112.58 

1962-63 

9,61,841 

923.12 

118.35 

1963-64 

10.^6,534 

959.15 

115.84 

1964-65 

12,29,854 

1091.79 

128.02 


’^'Including Rs 15 crorcs due to the 

budget proposals, ’^Includes Income-tax and Super-tax for 1950-51 and 1951-52 and Income- 

The percentage rise in di^t taxes Super-iax and Surcharge for 1955-56 to 1962-63. 

in 20 years was nearly one-third of the SoljU^e: Income-tax Revenue Statistics—^AU-In4ia Statement No, 5. 
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In 1964-65 out of 1,229,854 assessees, 
1,095,155 assessees had incomes below 
Rs 15,000 a year. (Table III). 


Tabu II 

DISTRIBUTION OF ASSESSEES. INCOME AND TAX OF INDlVlDUAIi? 
BT INCOME GROUPS : 1950-51 


It means that the percentage distribu¬ 
tion of assessees in difibrent income 
groups has not changed much. If 20 
years ago, nearly 90 per cent of the 
assessees had incomes below Rs 15,000 
a year, then even in 1964-65 the per¬ 
centage of such assessees had not 
chan^. Again, the number of assessees 
having annual income of more than 
Rs 15,000 was 41,473 in 1950-51, which 
had multiplied more than three times 
in 1964-65 to 134,699. 

While some marginal relief in income- 
tax has been provided for incomes be¬ 
low Rs 40,000, the rates of income-tax 
have been raised above this level. The 


Grades of income 

(R8) 

Assessments 
Number Per 

cent 

Income 
Amount 
(Rs Crores) 

Per 

cent 

Tax 
Amount 
(Rs C rorcs) 

Per 

cent 

Below 5,000 

2,12,037 

53.7 

72.73 

21.3 

1.89 

3.0 

5,001-10.000 

1,07,911 

27.3 

74.38 

21.7 

3.92 

6.1 

10,001-15,000 

33,596 

8.5 

40.70 

11.9 

3.77 

5.9 

15,001-25,000 

22,419 

5.7 

42.65 

12 5 

6.37 

10.0 

25,001-50,000 

13,078 

3.3 

44.20 

12.9 

J 22.67 

35.6 

50,001-1,00,000 

4,148 

1.1 

28.20 

8.2 

1,00,001-1,50,000 

933 

0.2 

11.30 

3.3 

6.20 

9.7 

1,50,001-2,00.000 

405 

0.1 

6.91 

2.0 

4.12 

6.5 

Over 2,00,000 

490 

0.1 

21.28 

6.2 

14.75 

23.2 


Table III 

CLASSIFICATION OF THE TAX PAYABLE FOR THE YEAR ENDED 31ST MARCH, 1965, BY GRADE OF 

TOTAL INCOME AND CLASS OF ASSESSEES. 


Individuals (all sources) 


Grade of total 
Income 

Asse¬ 

ssees 

Total 

Income 

Assessed 



Tax payable 



Income-tax 

Super-tax 

Surcharge 


Net Income 







Union 

Special 

Total 



Rs. 

No. 



Rs. (000) 


Rs(000) 



Below 

— 3,000 

3,779 

33,65 

5,09 

2,88 

62 

21 

8,80 

24,85 

3,001 

— 5,000 

466,190 

1,89,30,23 

1,80,89 

6,64 

29,24 

75 

2,17,52 

1,87,12,71 

5,001 

— 7,500 

333,776 

2,03,64,13 

4,76,69 

3,07 

46,96 

2,16 

5,28,88 

1,98,35,25 

7,501 

— 10.000 

152,320 

1,32,01,77 

5,56,83 

3,09 

42,38 

4,58 

6,06,88 

1,25,94,89 

10,001 

— 12,500 

82,316 

92,22,67 

5,43,94 

2,62 

31,92 

4.96 

5,83,44 

86,39,23 

12,501 

— 15,000 

56,774 

77,64,42 

5,50,38 

2,88 

27.86 

5,29 

5,86,41 

71,76,01 

15.001 

— 17,500 

35,283 

57,21,75 

4,98,43 

2,92 

20,84 

5,73 

5,27,92 

51,93,83 

17,501 

— 20.000 

23,663 

44,05,60 

4,32,94 

2,97 

22,87 

5,53 

4,64,31 

39,41,29 

20,001 

— 25.000 

26,504 

58,98,61 

7,05,65 

47,08 

34,55 

13,12 

8.00,40 

50,98,21 

25,001 

— 30,000 

15,227 

41,55,21 

5,65,70 

1,10,84 

32,80 

12,45 

7,21,79 

34,33,42 

30,001 

— 40,000 

15,252 

52,66,06 

8,14,25 

3.21,74 

52.33 

23,89 

12,12,21 

40,53,85 

40,001 

— 50,000 

7,592 

^3,73,82 

5,70.88 

3,45,15 

45,03 

19,65 

9,80,71 

23,93,11 

50,000 

— 60,000 

3,890 

21,23,35 

3,79,57 

3,02,49 

33,26 

16,18 

7,31,50 

13,91,85 

60,001 

— 70,000 

2,216 

14,31,04 

2,64,73 

2,54,72 

26,32 

13,77 

5.59,54 

8.71,50 

70,001 

—1,00,000 

2,835 

23.33,24 

4,45,32 

5,29,41 

52,59 

30,51 

10,57,83 

12,75,41 

1,00,001 

—2.00.000 

1,618 

21,80,42 

4,5 M3 

6,74,08 

73,79 

50,89 

12,50,19 

9,30,23 

2,00,001 

—3,00,000 

327 

7,83,95 

1,68,12 

2,80,96 

33,17 

22,96 

5,05,21 

2,78,74 

3,00,001 

—4,00,000 

123 

4,27,00 

94,21 

1,59.71 

22,98 

14,15 

2.91,05 

1.35,95 

4.00.001 

—5,00,000 

57 

2.52,37 

55,07 

94,77 

9,05 

13,43 

1,72,32 

80,05 

Over 

— 500,000 

112 

13,12,06 

3,23,69 

5,66,53 

66,79 

37,79 

9,94,80 

3,17.26 
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number of individual assessees >\ith in¬ 
comes above Rs 40,000 a year in 1964- 
65 was 18,770 only, flow^ many arc 
currently in those income groups is not 
known. Perhaps the number may not 
exceed 30,000. The increased incidence 
of income-tax will thus fall on a 
small number of individuals, mostly 
in the middle and upper middle classes. 

Table TV below compares the rates 
of income-tax in 1950-51 and 1970-71 
(proposed) applicable to a married indi¬ 
vidual with more than one child. For 
a person earning Rs 10,000 a year, the 
income-tax in 1970-71 will be Rs 550 - 
only Rs 58 more than what w^as paid by 
an Ussessee 70 years ago earning t he same 
amount in a year. Thus, the increase 
in income-tax is relatively small. The 
depreciating value of the rupee has, 
however, imposed increased burden. 
For example, an income of Rs 10,000 
in 1970-71 is equivalent to Rs 5,140 
in terms of 1950-51 prices after provid¬ 
ing for income-tax. 

Mr S. Bhoolhalingam, former secre¬ 
tary in the Ministry of Finance, had 
analysed in his report on “Rationalisa¬ 
tion and Simplification of Tax Struc¬ 
ture’’ the yield of income-tax from diffe¬ 
rent income biackeis and had come to 
the conclusion that the total income- 
tax revenue from assessecs with income 
up to Rs 10,000 would be not more than 
Rs 12 or 13 cTores a year. He had 
suggested that the exemption limit' 
should be raised from Rs 4,000 to Rs 
7,500 which would reduce the burden 
of tax assessment sizably without loss 
of much revenue. Tn the latest budget, 
the Prime Minister has raised the exemp¬ 
tion limit to Rs 5,000 which will pro¬ 
vide relief to about 500,000 assessecs 
from income-tax, according to 1964-65 
data. 

Capacity to Save Curtailed 

The latest budget proposals contain 
a number of incentives for promoting 
savings of the community while at the 
same time taking steps to curtail rhe 
capacity to save in the case of those in¬ 
come groups which are known to be 
traditional savers and which have taken 
active interest in the past 20 years in 
the promotion of new ventures. Take 
the case of a person earning Rs 50,000 
a year. Until this year he paid Rs 17,611 
by way of income-tax and was left with 
Rs 3.3,389. Assuming that he spent only 
half of his gross income for the mainte¬ 
nance of his family (including his per¬ 
sonal extravagancies) he saved Rs 
8,389 by way of providem fund contri¬ 
butions, life insurance premia and pur¬ 
chase of units. The incrctisc in the tax 
burden by Rs 1,089 in 1970-71 will 
force him to either curtail his life in¬ 
surance cover or cut his family expendi¬ 
ture. The opportunity to avail of the 
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incentives provided by way of increased 
investment in Unit Trust of India, 
shares of Indian companies^ securities 
of the central government and deposit 
in banking companies will not be 
availed of by this group because of the 
.absence of savings. 

The elaborate details given in a sepa¬ 
rate paper circulated along with the 
budget documents entitled “Savings 
Schemes and Tax Incentives for Sav¬ 
ings” Jose much of their significance for 
this group. Only the retired employees 
who obtain large funds by way of provi- 
den! fund accumulations and gratuity 
arc likely to benefit from the conces¬ 
sions which have been allowed. As 
slated earlier, the rising prices have cut 
into the standard of living of the people. 
To expect them to increase their sav¬ 
ings when the incidence of tax is in¬ 
creased and consumer prices continue 
to rifle, is to fly in the face of facts. 

Streamlining Administration 

The Prime Minister has thought it 
fit to increase the burden of income-tax 
on middle and upper classes, forgetting 
that the objective of increased revenue 
could also be attained by streamlining 
the administrative machinery. The 
Public Accounts Committee of the last 
Lok Sabha in its 28th report had 
slated that test -audit of six per cent of 
the assessecs had disclosed under¬ 
assessment to the extent of Rs 2.29 
vrores. I quote: 

“The Committee are surprised to find 
that the test-audit of 82,495 cases (6 per 


March 13,197»: 

cent of the total number of 13.81 lakh 
assessecs) has revealed under-assesa* 
ment to the extent of Rs 2.39 croreg^ 
(in 5,195 cases) and over-assqssments 
amounting to Rs 3,93 la^hs (in 258 
cases), besides several lap^ in proce¬ 
dure. The large number of cases in¬ 
volving under-assessment to the tune of 
Rs 2.29 crores clearly establish the 
necessity of streamlining administrative 
machinery and the Committee suggest 
that effective steps should be taken in 
this direction, keeping in view the com¬ 
plexity of income-tax law. 

Heavy Work-Load 

“It appears to the Committee that one 
reason for the magnitude of the mis¬ 
takes committed by the Tncomertax 
Officers is the heavy work-load. Con¬ 
sidering that there are 13.81 lakhs of 
assessecs to be assessed by about 1300 
officers, the work-load on each Income- 
tax Officer on an average comes to 
about 1,000 cases a year which has been 
‘considered high by the Santhanam Com¬ 
mittee in its report on prevention of 
corruption (item (ix) — page 272). 
Any streamlining of the administrative 
machinery must take into account the 
need to reduce this work-load with a 
view to obtaining the optimum effi¬ 
ciency. They note that the functions of 
the Internal Audit have been enlarged 
so as to include the checking of mistakes 
of law or rates, besides verifying the 
arithmetical calculation of the tax. 
The Committee trust that, with the en¬ 
largement in the nature of the duties 
performed by Internal Audit, there will 
be .significant improvement in prompt 


Table IV 

RATES OF INCOME-TAX : 1950-51 AND 1970-71 
(Married individual with more than one child) 


Income 

1950-51 

1970-71 

Increase 




(■+)cr 

Decrease 

(Rs) 

(Rs) 

(Rs) 

(”) 

5,000 

117 


■fin 

7.500 

273 

275 

+2 

10.000 

492 

550 

+58 

15,000 

1,086 

1,485 

+m 

40,000 

9,711 

12,100 

+2,389 

70,000 

26,586 

33,000 

-1 6,414 

90.000 

40,492 

48,950 

+8,458 

100.000 

47,680 

57,200 

+9,520 

150.000 

85,180 

101,200 

+ 16,020 

200.000 

124,242 

145,200 

+20,958 

300.000 

202,367 

238,700 

+ 36,333 

500.000 

358,617 

425,700 

+67,083 

1000,000 

749,242 

893,200 

+ 143,938 
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Stocks lying aiound 
in warehouses 
cost yon money 



Pioflt from Air Cargo 


If you don't use Air Cargo bacauae you think its 
expensive you could be cheating yourself. 

Some of your profits could be lost on unnecessary 
inventory, warehousing, packaging, labour and 
insurance. 

Air cargo is not as costly as it first seems, because 
transport costs are not really a true Indication of 
these total distribution costs. Also, because air cargo 
gives you faster delivery, you get a faster sale and a 
faster return on your investment. 

Customers are impressed, further orders are * 
encouraged. Suddenly new market; are opened tP you. 


Now, if your particular product or 
market won't allow a complete switch ^ 
n ^ir Avnnrtmil \/mi sttll ndfidn't risk tosino orders 


through late deliveries. 

You can take advantage of air cargo's speed 
with BOAC's Air/Sea Mix Plan. You send the bulk 
by sea, but build an allowance into your costing 
system to u$e air in emergencies. The extra cost is 
offset by spreading it over every unit you export. 

Discuss the potential of air cargo exporting with 
your local 30AC Cargo Office, 

You owe h to youf profits. 
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detection of cases of over<«ssess- 
ments and under«asses8iiients. They 
also suggest in Aiture individual cases 
iav<^ng an underassessment beycmd 
a certain amount (say Rs 10,000) 
should be investigated in detail and 
action taken against officers concerned, 
if under-assessment is found tc be due 
to their negligence or non-observance of 
rules or malafides.'’ 

It is a pity that the reports of the 
Public Accounts Committees are not 
given the attention that they deserve. 
It action were taken on the suggestions 
made by these committees, there would 
perhaps have been no ne^ to increase 
the income-tax rates. Again, the 74th 
report of the Public Accounts Commi¬ 
ttee indicated that the arrears in tax 
increased from Rs 282.37 crores in 
1963-64 to Rs 381.88 crores in 1965-66. 
This continuous rise in arrears is a sad 
commentary on the working of the 
Central Board of Direct Taxes. 

Hig^st IncUleni» 

The Federation of Indian Chambers 
of Commerce & Industry (FICCI), 
New Delhi, has recently completed a 
study of the incidence of income-tax 
(including surcharges) in our country 
and 30 other countries. Its findings re¬ 
garding incomes from Rs 10,000 to Rs 
S0,0(X) are summarised in Table V. In 
the case of our country, the income-tax 
rates are those proposed in the budget 
proposals for 1970-71 while in respect 
of all other countries, no change has 
been made and they relate to the latest 
year for which information was avail¬ 
able to the research staff of the FICCT. 
It will be seen that for an annual in¬ 
come of Rs 50,000 a year, our country 
was at the top with incidence at 
37.40 per cent followed by Austria 
and Sweden at 26.00 per cent, 
Ceylon at 25.80 per cent, Costa 
Rica at 24.88 per cent and New Zealand 
at 24.02 per cent. It follows that in this 
income bracket, the maximum propor¬ 
tion of income-tax in those countries 
where the rates are stringent, is not 
more than one-fourth of the income 
whereas in our country, it has been 
raised to more than one-third of the 
income. 

Again, (or an income of Rs 25,000 
a year, the incidence of income-tax in 
our coiuitiy at 16.56 per cent is a shade 
lower than that in Austria at 16.76 per 
cent. Out of 31 countries which have 
been studied, only three countries (in¬ 
cluding ours) had rates above 16 per 
cent of income. Those having rates 
income-tax between 10 and 16 p«' cent 
were 12 in number while the remaining 
16 had rates bdow 10 per cent. Again, 
for an annual income of Rs 10,000 
Irah was the leader with an exceedingly 
high tm of tax at 16,50 per cent 


followed by Thailand at 8.20 per cent, these income-tax rates which acts as 
Ethiopia at 6,50 per cent, Belpum at a disincentive. 

S. 8 per cent and our country at 5^.50 per 

cent. No less than 16 countries out of a The tax on wealth was imposed for ihe 
total of 31 did not impose any income- first time in our country in 1957. The 
tax at this level of income considering Wealth Tax Act, 1957, levied tax 
it too low for attracting this tax. on the wealth of every individual and 

Hindu undivided family. The rates 
What follows from this comparison of this tax have varied over the years, 
is that our country is one of the most though the number of asscssecs have 

heavily-taxed countries in the world. been on the decline. Consequently the 

In the case of the middle income yield from this tax has been meagre. As 

brackets, the income-tax rates are very Table VI shows, the yield from 

harsh leaving little incentive for hard this tax in 1960-6], was not more than 
work. It is this crippling character of Rs 8.15 crores. During the current year. 

Table V 

TAXATION OF PERSONAL INCOME 

Incidence of income-tax including surcharges, if any, at selected levels of taxable 
income of resident married individnal with two children 





(Roundea 

off to 

nearest Rs 

10) 

Level of 

Rs 


Rs 


Rs 


income 

1,000 


25,000 


50,000 



Tax 


Tax 


Tax 


Country 

Rs Per cent 

Rs Per cent 

Rs 

Per cent 

Argentina 

,, 


1,990 

7.96 

9,710 

19.42 

Australia 

130 

1.30 

2,530 

10.12 

10,680 

21.36 

Austria 

250 

2.5 

4,190 

16.76 

13,000 

26.00 

Belgium 

580 

5.8 

3,280 

13.12 

9,690 

19.38 

Brazil 

. . 

. , 

410 

1.64 

4,310 

8.62 

Canada 

. . 


900 

3.60 

6,290 

12.58 

Ceylon 

430 

4.30 

3,070 

12.28 

12,900 

25.80 

Costa Rica 

. . 

... 

3,840 

1*.36 

12,440 

24.88 

Ethiopia 

650 

6.50 

2,160 

8,64 

8,000 

16.00 

Finland 

90 

0.9 

2,630 

10.52 

9,820 

19.64 

France 

500 

5.0 

2,830 

11.32 

8,600 

17.20 

Germany 







(West) 

. . 

. . 

2,500 

10.00 

7,670 

15.34 

Ghana 

440 

4.40 

4,140 

16.56 

8,560 

17.12 

India 

550 

5.50 

4,400 

16.56 

18,700 

37.40 

Iran 

1,550 

15.50 

3,860 

15.44 

8,040 

16.08 

Ireland 

. , 

. . 

2,300 

9.20 

10,080 

20.16 

Japan 

80 

0.80 

2,130 

8.52 

8,710 

17.42 

Luxembourg 

, . 

. « 

1,510 

6.04 

6,410 

12.82 

Malaysia 

. . 

. . 

910 

3.64 

5,110 

10 22 

Netherlands 

. . 

. . 

2,360 

9.44 

10,000 

20 00 

New T^land 

. . 

• . 

3,470 

I’. 88 

12,010 

24 02 

Nigeria 

160 

1.60 

2,030 

8.12 

7.oro 

14.12 

Pakistan 

, , 

• • 

2,010 

8 04 

8,250 

15.50 

Panama 

60 

0.60 

500 

2.00 

1.900 

3.80 

Philippines 

. . 

• . 

1,400 

S 6 

6,700 

13.40 

Puerto Rico 

. , 

, , 

190 

0.76 

3,300 

6.60 

Sweden 

460 

4.6 

3,890 

15 56 

13.000 

26.00 

Thailand 

820 

8.20 

2.890 

11.56 

7,330 

14.66 

U.K. 

• • 

* • 

3,270 

13 08 

11,290 

22.58 

U.S,A. 

. . 

V • 

350 

1.38 

4,140 

8 28 

Venezuela 

•* 

•• 

•• 

•• 

1,270 

2 54 


Soocoe: Direct Taxes (An International Comparison)—a publication of the. 
Federation of Indian Chambers of Commerce and Industry, New Delhi. 
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certain amendments have been proposed 
in the Wealth .Tax Act, 1957, so as to 
increase the incidence of this tax. 
It is now proposed to raise the minimum 
rate of wealth tax from 0.5 to 1 per 
cent in the lowest slab of net wcUth. 
It may be recorded here that tax on^ 
wealth up to Rs 100.000 in the case of 
individuals (and Rs 2 lakhs in the case 
of Hindu undivided family) is exempted. 
On the next Rs 4 lakhs, the tax hitherto 
was 0.5 per cent but in has now been 
raised to 1 per cent. 

In the net wealth slab of Rs ^ lakhs 
to 10 lakhs, the rale has been enhanced 
from one per cent to two per cent. 
Sin ilarly in the net wealth slab of Rs 10 
lakhs to 15 lakhs the rate has been raised 
from 2 per cent to per cent. For the 
net wealth slab of Rs 15 to 20 lakhs, 
the rate has been raised to 4 per cent 
and for all net wealth in excess of Rs 
20 lakhs, the rate has been raised to 5 
per cent. It has been estimated that 
this increase in the rates of income- 
tax will add to the revenue sub¬ 
stantially. As a^jainsi the revised 
estimated y*eld of Rs 14 crorcs in 
1969 70, the budget for 1970-71 has 
taken credit of Rs 18 crores from this 
tax. In order to attract additional 
assessces into the net of wealth tax, a 
new definition of urban areas has been 
devised in the Finance Bill, 1970. The 
urban area *s now defined as an area 
within the linils of the muriicipality 
or cantonment board which has a 
population of not less than 10,(XX) 
according to the latest census for which 
relevant figures has been published. 
It means that a large number of indust¬ 
rial towns which had not been brought 
within the purview of the Wealth Tax 
Act will now be covered. 

Penalising the Thrifty 

The wealth tax is designed to penalise 
the wealthy for not having recklessly 
squandered their acquisitions gained 
over one or more generations. What is 
worth point mg out ^s that more than 
90 per cent of them lie within the net 
wealth range of Rs 2 lakhs to Rs 12 
iakhs, Nearly two-thirds of all such 
assessces arc in the Iowc‘it range of Rs 
? lakhs to Rs lakhs. Ever since 1957, 
the number or' assessces in the top range 
of net wealth has been declining. In 
1960-61, the number of assessees hav¬ 
ing net wealth of Rs 1 crore was 3?. By 
1964-65, their number had dropped to 
20, and it will be no surprise to find that 
in the assessment year 197 i-71. no 
assessce commanded net wealth of a 
crOre of rupees. 

The foremost advocate of wealth lax, 
Mr Nicholas Kaldor,hdd, in his report 
to the Government of India more than a 
decade ago, recommended that the 
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maximum rate of incom^tar and super¬ 
tax should not exceed 45 per cent if the 
wealth tax and other taxes recommended 
in the report were to be introduced in 
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this country. Strantely the goveromeitt 
has ignOKM the basic condition of 
lowering the mcomo-tax (plus sup^ 
tax) rates ^hile imposing stringent 


Table VI 


YIELD FROM WEALTH TAX 



(Rs crores) 

1960-61 

8.15 

1961-62 

8.26 

196^63 

9.54 

1963-64 

10.20 

1964-65 

10.50 

1965-66 

12.05 

1966-67 

10.58 

1969-70 (Revised) 

14.00 

1970-71 (Budget) 

18.00 


Table VII 

DISTRIBUTION OF NET WEALTH AND WEALTH TAX LEVY : 1964-65 

(tndividiials) 


Range of 
net wealth 

No. of 
assess¬ 
ments 

Total Value of Net Wealth 

In respect In respect 

of assets of assets Total 

in India outside 

India 

Wealth 
tax levy 

Rs 


Rs 

Rs 

Rs 

Rs 

lakhs 


crores 

crores 

crores 

crores 

1—2 

19,271 

281.3 

0.6 

281.9 

0.5 

2—3 

13,555 

327.8 

0.8 

328.6 

1.8 

3—4 

5,895 

200.3 

0.7 

201.0 

1.7 

4—5 

3,085 

136.4 

0.7 

137.1 

0.6 

5—12 

5,117 

361.4 

2.2 

363.6 

5.1 

12—13 

181 

22.5 

0.1 

22.6 

0.2 

n~14 

130 

17.3 

0.2 

17.5 

0.2 

14—15 

103 

14.7 

0.1 

14.8 

0.1 

15-r22 

421 

74.7 

0.4 

75.1 

O.S 

22—2’ 

42 

9.3 

0.1 

9.4 

0.1 

23—24 

13 

3.0 

. . 

3.0 

0.04 

24—25 

24 

5 9 

0.04 

5.9 

0.07 

25-50 

214 

70.1 

1.4 

71.5 

1.0 

50—75 

33 

18.5 

1.0 

19.5 

0.3 

75-100 

21 

18.4 


18.4 

0.3 

Over 100 

20 

47.2 


47.2 

0.9 

Total 

48,215 

1.609.1 

8.4 

1,617.5 

;i3i'7 
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That is what Mysore Sales International has achieved. 
Look at the range ot products handled by us. Pumpsets. 
Silk, Agricultural implements. Radios. Sandal products. 
PVC Wires & Cables. Energy Meters... and also 
Mysore State Lottery Tickets. 
We represent such reputed houses ot manufacture asThe 
Government Soap Factory. The Government Sandalwood 
Oil Factory. Radio & Electricals Mfg. Co. Ltd., 
The Mysore Implements Factory, etc.. .andThe, 
Mysore State Government for the sale of its lottery tickets. 
With a wide network ot branches and dealer outlets 
at important centres, Mysore Sales International serves 
the manufacturer and the consumer with effective 
distribution ot products of proven excellence. 


11 ^ 

DIVERSITY! 


mySORE 8AU8 INTERNATIONAL LIMITED, 

Hari Nivas, 36, Cunningham Roadi Bangalore-1B. Phone :75595-*71189 
Branches: Arun Chambers. Tardeo aS^/l. Jhandewalan Extension, 
Main Road, Bombay-34. New Delhi-55. 


Soh Selling 
Agents of 


FOR TICKEIO JUST ONE RUPEE EACH... 
HERE’S k FORTUNE WITHIN YOUR REUH. 
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How could India Bstons 
have sold A MILUON 
piston castings to a 
sin^e customer In the 
United Kingdom 



unless the quality 
of our products 
is consistently good? 


In the of exports, repeat orders are worth their 
weight in gold, endorsing the ability of a manufacturer 
to maintain quality standards and delivery schedules. 

India Pistons have received such recognition from al! 
parts of the World. Take the United Kingdom, for exam¬ 
ple. A single customer there t^as trusted us with repeat 
orders valuf'd totally around £400XS00. In addition to this, 
we supply Original Equipment and f^eplacement pistons 
to a host o1 manufaclureis in theU.A.R. and Yugoslavia, 


besides our regular exports to Asian, African and Europ¬ 
ean markets. 

At home, we meet the OE requirements of almost all 
automotive and industrial engine manufacturers and 60% 
of the total replacement needs. 

How do we manage both? 

One of the reasons is we have the largest and the most 
modern piston assembly-making unit in South East Asia. 
Another is we give precisely what our customer specifies. 



INDIA PISTONS LIMITED 

Sembian>; Madras-11 

Manulactuicis of:Pistons, Piston Rings, Cylinder Liners, Gudgeon Pins and Circlips 
A unit copipany of the Amalgamations Group 



IP-IIIA 
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wealth tax and other taxes. In the 
budget proposals lOTO-?!, instead 
<^lowering the maximum rate of income- 
tax of 82. M) per cent (including sur¬ 
charge) on income in the slab over R$ 
250,000, the rates of incmne-tax have 
bm enhanced wM the restdt that the 
maximum rate of income-tax including 
surcharge win now be 93.5 per cent on 
income in the slab over Rs 200,000. 
At the same time, the wealth tax 
rates have been enhanced and the 
exemption limit for gifts has been 
lowered. 

All these measures are thus designed 
to put a ceiling on income and wealth 
even thou|^ no direct legislation has 
been put forward in this regard. What 
is patent is that, at higher levels of in¬ 
come and wealth, the assessees will 
not only be forced to fcwgo all the 
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current income but also to.shed a part 
of the aocomulated savings. A person 
commanding wealth eqpuvalent to ,Rs 
20 lakhs and earning a return of 7.5 
per cent pm- year on it, will haVe to pty 
Rs 101,200 bsr wsv . inooine^ax 
and Rs 49,000 as wealth tax. As ^ go 
up the ladder, a stage, is reached when 
the assessee has to surrender the whole 
of his income and a part of his capital 
to meet the tax obhgations. 

The Gift Tax Act. 19S8, Was designed 
to discourage the wealthy assessees 
from evading estate duty by making 
gifts of assets to their near and dewr 
ones. A loMc at the yieM fr(»n this 
tax during the past decade shows that it 
has been a success in this regard. Hie 
number of persons who did give such big 
gifts to others as attracted the gift tax 
was 14,329 only in 1964-55. The de¬ 


403 

c^g yield from this tax since that year 
. mows that the number of pearsons 
attneting this tax has droiqiM sub¬ 
stantially; In the budget proposals fbr 
1970-71, the gift tax rates have bemi 
> enhapoed and the exemption limit has 
bemt Ipwered so as to raise the yield 
fttmi this tax. Hitherto gifts valum at 
Rs 10,000 or less did not attract this 
tax. Now the limit has been lowered 
to Rs 5,OOP so that even smaller gifts 
should brite some tax revenue to the 
exchequer. The rates of tax have also 
been raised all along the line except die 
gift range Rs 350,000-20.00,000 for 
which the rates are undhangm. The 
rate of tax fbr ^fts above Rs 20 lakhs 
has been increased sharidy from 50 to 
75 per cent. 

According to data for 1964-65, the 
largest number of gifts wo-e in the range 


Table VllI 

ANALYSIS OF GIFT TAX FOR THE YEAR 1964-65 



Individuals consolidated 

Hindu undivided family 


Company 

All Classes Assessees 

Range of taxable 
gifts 

No. of 
asse-* 
ssees 

Total 

taxable 

gifts 

Gift 

tax 

No. of 
asse¬ 
ssees 

Total 

taxable 

gifts 

Gift 

tax 

No. of 
asse¬ 
ssees 

Total 

taxable 

gifts 

Gift 

tax 

No. of 

aste- 

ssees 

Total 

taxaUe 

gifts 

Gift 

tax 

(Rs 

lakhs) 


(Rs 

crores) 

(Rs. 

nores) 


(Rs 

crores) 

(Rs 

crores) 


(Rs 

crores) 

m 

crores) 


(Rs 

crores) 

(Rs 

crores) 

UploO-5 

13,368 

n.8 

1.0 

34 

0.04 

0.001 

1 

0.003 

neg. 

13,403 

13.8 

1.0 

0.5-1 

534 

3.9 

0.4 

7 

0.04 

0.004 



.. 

561 

3.9 

0.4 

1—1.5 

160 

1.9 

0.2 




1 

0.01 

neg. 

161 

1,9 

0.2 

1.5—2 

94 

1.6 

0.2 




# • 



94 

1.6 

0.2 

2-3 

59 

1.4 

0.2 

• • 



• * 



59 

1.4 

0.2 

3-5 

34 

1.3 

0.2 

• « 



B ft 



34 

1.3 

0.2 

5-10 

14 

, 0.8 

0.2 

,• * 



M • 



14 

0.8 

0.2 

10-20 

2 

0.2 

; 0.1 




« ft 



2 

0.2 

0.1 

2030 

.. 

# • 

• * 




• « 



.. 

* • 

. . 

3030 

• * 


- 

• * 






•. 

ft ft 

• . 

50-100 

1 

0.9 

0.3 

• * 






1 

0.9 

0.3 

Above 100 

• • 

, •• 

- 

• * 


• • 



... 

•• 



Total ... 

14,^ 

25.8 

2.8 

41 

0.08 

o.oos 

2 

0.01 


14,329 

25.9 

2.8 


Note t in impede sind assoeiistioii th» ^{dtes am nil. 
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Dp to Rs 50,000. SiiKe the rates of gift 
tax have been increa^,«.«he yield from 
this levy is likely to be maintained in> 
stead of declining as in recent 


years, at the level of Rs 1.50 crores 
a year. It is thus not a big source of 
revenue but it acts as a measure for 
checking the avoidance of estate duty. 


Emphasis onT Excise Duties 

R. C- UMMAT 


In line with the dominant trend in the 
planning era, the R-ime Minister and 
Minister for Finance, Mrs Indira 
Gandhi, has again, this year, depended 
more on indirect than direct taxation 
for mobilising resources for develop¬ 
ment. Of the total additional proceeds 
from taxation proposed by her for the 
next financial year (Rs 170.06 crores), 
as much as Rs 155.06 crores are to be 
raised throuj^ indirect taxes —excise 
and customs levies—as against just 
Rs 15 crores through direct imposts. 
Even if the proposals the proceeds from 
which will mostly accrue in 1971-72 
are taken into consideration, the total 
additional direct tax burden will not 
come to more than Rs 40 crores out 
of the aggregate taxation of nearly 
Rs 195 crores proposed by Mrs 
Gandhi. 

In indirect taxatitm also, the excise 
burden preponderates. Customs levies 
are not expected to add more than Rs 
30 crores gross and Rs 20 crores net. 
The balance of additional revenue from 
indirect taxes is to accrue from excise 
duties. The additional excise burden is 
estimated at Rs 135.47 crores. After 
allowing for the very marginal reliefs 
which have been granted to small 
manufacturers of paints and varnishes, 
producers of compound fertilizers and 
small-scale units Reducing paper, the 
net additional excise burden aggregates 
to Rs 135.06 crores. 

Widened Net 

Not only several existing cxci.se duties 
have been stepped up but also the ex¬ 
cise net has been widened to cover a 
number of new items. 

Among the commodities on which 
excise duties have been raised steeply 
are free-sale vaccum pan sugar, tea, 
medium and superior grade cigarettes, 
motm: spirit, soda ash, caustic soda, 
medium and superior categories of ray¬ 
on and artificial silk fabrics, sanitary¬ 
ware and glazed tiles, aluminium, and 
refrigerators and air-conditioning appli¬ 
ances and machinery and parts thereof. 
The existing excise duties have been 
raised moderately on polyester fibre, 
superior kerosene, furnace oil, and low- 
grade cigarettes. The new items sub- 
jected to excise levies include office 
machines like typewriters, calculating 
machines, computers and intercom de¬ 


vices; metal containers such as casks, 
drums and cans; sparking plugs; stainless 
steel blades; slotted angles, iron safes 
and safe deposit vaults; chemicals such 
as calcium carbide, bleaching powder 
and sodium hydrosulphite; s]mlhetic 
rubber; and food products such as 
cocoa powder and drinking chocolates, 
biscuits, pasteurised butter and pasteu¬ 
rised or processed cheese produced 
with the aid of power, abated waters 
produced with the help of power and 
sold under a brand name or a registered 
trade mark, glucose, dextrose, instant 
tea and coffee, vegetable juices, synthe¬ 
tic syrups, dehydrated peas, malted 
foods, jelly crystals, custard and ice¬ 
cream powders. 

Import Doties 

' Import duties have been raised 
steeply on certain alcohols, synthetic 
resins and plastic materials and mode¬ 
rately on intermediates used in the 
manufacture of drugs and pharma¬ 
ceuticals, certain items of machinery and 
components, non-ferrous metals, motor 
vehicle parts, and instruments, appara¬ 
tus and appliances other than electri¬ 
cal. With the increase in excise duties, 
countervailing import duties have been 
raised. 

A notable and indeed a healthy 
feature of the new indirect imposts is 
that at least to some extent, the Prime 
Minister has refrained from taking 
resort to tax measures which foster 
cost-push inflation. This is evident from 
the fact that the proposed increase of 
7.5 per cent in the import duty on ma¬ 
chinery — from 27.5 to 35 per cent — 
has not been made applicable to ma¬ 
chinery which is required for the initial 
setting up of projects or for substantial 
expansion of the existing projects, 
whether in the public or the private 
sectors. Similarly, components and 
machinery required for cold storage 
plants, air-conditioning of hospitals 
run by government, local bodies 
and public trusts as well as factory 
establishments have been exempted 
from the scope of the enhanced excise 
duty on this <fpe of machinery and 
components. 

But Mrs Gandhi has hesitated to 
carry this wholesome principle to its 
logical conclusion. The raising of the 
excise duties on sv^h materials as 


ash, caustic soda, calcium carbide, .tdea- 
chit^ powder, sodium hydrosulpfaite, 
sanitaryware, tfaaed tiles, aluminium, 
polyester fibre, metal containers, syn¬ 
thetic nibbm:, etc.,. ate instances of 
deviation firmn the above judicious 
prindf^e. In the same category 
fall Uie increases in the import duties 
On intennediates used in the manu¬ 
facture of drugs and pharmaceuticals, 
non-ferrous metals, synthetic resins and 
plastic materials and non-electricat 
instruments. 

The most controversial excise levies 
proposed by the Prime Minister, appa¬ 
rently, are those relating to tea, alumi¬ 
nium, synthetic and artificial silk fab¬ 
rics. food products and sugar. 

Welcome Stop 

The abrogation of the export duty 
on tea is ind^ a welcome step for the 
recent experience has shown that this 
levy had been a great hindrance to the 
stuping up of exports. But simul¬ 
taneously, the Prime Minister has 
proposed a significant increase in the 
excise duty, both on loose as well 
as package tea. In the case of Assam 
tea, the effective excise duty on 
loose tea has been raised by SO paise 
per kg. The excise levies on the 
Nilgiris and Darjeeling loose teas have 
been stepped up by 45 paise and one 
rupee a kg, respectively. On the low- 
grade teas, the increase in excise duty. 
is 10 paise per kg. The pack¬ 
age tea has not only to bear the in¬ 
creased incidence of excise on loose 
tea but has also to bear an additional 
burden of 60 paise a kg if the containers 
contain 25 grammes to 20 kgs loose tea. 
Rebate on excise duty is to be allowed 
on loose tea exported on or after April 
15, 1970, at a rate equivalent to 30 per 
cent of the f.a.s. price in excess of 
Rs 5.25 per kg, subject to a maximum 
of 75 paise per kg. A similar rebate 
is to be allowed on loose tea exported 
on consignment account to foreign desti¬ 
nations and on the loose tea content of 
package tea exported. Full rebate of 
pack^ tea duty is to he allowed in 
addition, as hitherto. 

The revenue minuses and pluses on 
account of the above changes in taxes 
on tea, as estimated by the Prime 
Minister, should suggest that consider¬ 
able relief has been granted to tea ex¬ 
ports. But a statement issued by the 
Consttltative Committee of Plantation 
Association tells a different story. It 
points out that the increases in excise 
duties are substantial and contrary to 
the recommoidations of the Borooah 
Committee on Tea; eventui^, they will 
act as a disineentive to prpehtetioh by 
midtng to producers* cc»f& 

The increases , in tea 

not' - mttent 
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thiB rdirf granted; the abrogation of 
fflipcHt doty, but %iU al$o push up 
the coat of produetiini by no small degree 
because of the fact that the capital em* 
ployed in the indust^ will have to be 
nicwe. The competitive position of our 
tea in the iatematioiiid marlcet, there¬ 
fore, can he. said tb have ihiproved not 
very significantly* la view of the ip'ow- 
ing competition to our quality teas from 
African couhtrim, it is doubtful if the 
producers will be able to pass on a 
major portion of the excise duty on the 
foreign buyers. "The intnease in the 
excise duty for zones three and four, 
Darjeeling and the Nilgiris”, the Planta¬ 
tion Association suggests, "will be a 
particularly crushing burden in view 
of the already high production costs in 
these areas and about which a cogent 
case for reduction in excise duty has 
been submitted to the government. 
Moreover, teas from these two areas 
are mainly purchased by a foreign 
monopoly buyer who, in the absence of 
competitors, will not be compelled tc 
increase his prices". 

Reprehensflfie Stop 

The imposition of 10 per cent ad 
valorem excise duty on instant lea. over 
and above the zonal levy on loose tea, 
is all the more reprehensible. The en¬ 
tire output of instant tea is exported 
and this activity is just in the nascent 
stage. The export of instant tea indeed 
has a great future, but the market has 
yet to be fully devdoped. The imposi¬ 
tion of additional excise on the manu¬ 
facture of instant tea can hardly be 
expected to foster the export of this tea. 

Another factor to be noted in the 
case of tea is that one of the state go> 
vernments has already steeply enhanced 
the agricultural income-tax in a situation 
whore plantations in the state are al- 
' ready facing a serious economic crisis. 
There is appafemly a case for rationali¬ 
sation of ^ ‘taxes, both central and 
state, on the planmtioh industry lest its 
economics should get damaged serious 
ly. Once ' damaged, the restoration of 
the health of the plantation industry is 
not going to be ail easy task in the 
present-day situatio i of keen mterna-. 
tional compeMtion. 

Now tidee .aluminiuia. The chan|e* 
over froth the specific basic excise' 
levy of lb»950 pw; tonne on pri¬ 
mary aluhi^niuih or aluminium wires 
aad bars to 25 per cent dd valotem is 
said to have meant an increase in bur¬ 
den to mi latge an extent as Rs 470. 
Addihg tM^lpecihl excisednty at the rete 
of20 per g«st of the basic levy, the addi¬ 
tional burdeh works out to Rs 564 pw 
tonne. NiiMl^OOperceBt^'i^'thealuihi-^s 
nium Goniiitmedi in the emmtry is bn 
aecpttm,Mag^i^ dM ^^rial 
decttifimt^V'. Iho sieefi. rie* ni .the ex-. 


cue levy on primary aluminium, wires 
and bars, etc, is bound to. give a set¬ 
back to the electrification programme, 
particularly in the countryside, The 
anticipations of energising nearly 1.5 
million agricultural pump-sms during the 
current calendar year will be upset, 
with the epnsequem adverse effect on' 
agricultural growth. 

Setbade to Cable Export 

Exports of aluminium cables too will 
receive a setback, particularly when the 
internationsd lUice is softening. The 
US quotation for primary aluminium 
currently is said to be around 28 cents 
per lb. Japan is reported to have even 
decided not to buy aluminium at a rate 
above 27 cents per lb. This is a clear 
indication that aluminium prices 
wodd go dmvn further in the inter¬ 
national market. The cash recompense 
on exports of aluminium cables, there¬ 
fore, will have to be raised. 

As regards synthetic and artificial 
silk yarn and fabrics, the following re¬ 
ported statement of the Board of the 
Silk and Art Silk Mills Association, is 
indeed revealing: 

"According to official estimates, the 
revenue earned from the pre-budget 
duty of 7.8 paise (exclusive of handloom 
cess of 1.9 p.) per sq. metre was Rs 
6.37 crores. The Finance Minister has 
propo^ changes in the levies on polyes¬ 
ter fibre, and synthetic fabrics and esti¬ 
mated a pross revenue of Rs 13.78 
crores. It is estimated that the increased 
levy on polyester alone would yield Rs 
3.75 crores, comprising increased reve¬ 
nue of Rs 1.25 crores on indigenous 
pnxluction and Rs 2.25 crores on im¬ 
ports. . 

Thus, the expected revenue from 
the ]>sU«p 08 ed changes in the levy on 
synthetic fabtics is around Rs 10 crores, 
against the pre-budget yield of Rs 
6.37 crores, indicating that the burden 
is sought to be increased by about 50 
per cent. In efibet, however, it has been 
estimated that the new duty on fabrics 
would yield about Rs 50 crores and not 
Rs 10 crores. The incidence of the old 
duty.. work^ out at about 12 paise per 
(inief metre, while such incidence of the 
new.duty ia the case of fabrics costing 
Rs 5'|>eit: Jiieire' work out at 40 paise per 
liiiltt mtere.. In the case of shirting 
. pricj^.nt Rs to per metre, the excise 
levy will be a rupee per metre;" 

Talking of the impact' of the btfdget 
proposals on the art silk weaving, 
knitting aad {xrocessing units, the Presi¬ 
dent of the Bombay Screen. Printors 
and Processors’ Association, Mr D.T. 
i^othi, is reported to have observed, 
that the factories ..proceSBinjt ordiakry 
wieties wodl^ hai^ to pay about 4iOO 
per dent mow by way of duty as luom- 


pared to what they paid hitherto. Those 
units which do special processing would 
now be required to pay about 900 per 
cent more. Mr Kethi fbais that the new 
burden on the industry will lead to 
closure of many a unit. 

No wonder, the artificial silk industry 
has described the impact of the Prime 
Minister’s taxation proposals afieciing 
it as very heavy. 

The change-over from specific rates 
of duty to ed valorem basis, it is further 
pointed out by the industry, would 
create many practical problems. The 
implementation of ad valorem duties, 
it is contended, will be well-nigh im¬ 
possible in a hetrogeneous industry like 
the art silk industry where prices of 
fabrics fluctuate widely and vary from 
unit to unit. The Prime Minister has 
not made it clear whether the ad valorem 
duty will be assessed by the industry 
under the self-assessment procedure. 

Surprising Move 

Coming to prepared and preserved 
foods, it is indeed surprising that in¬ 
stead of removing the excise duty on 
such items as canned fruits, jams and 
juices, etc, the Prime Minister has 
thought it fit to enlarge the list of ex¬ 
cisable items, by adding such products 
as vegetable juices and dehydrated peas. 
Notwithstanding the progress made in 
the recent past, the food preservation 
industry in this country is still in the 
nascent stage. With the notable ex¬ 
ception of a few co-op^etives, success¬ 
fully operating mainly in milk products, 
sugar and fruits, and a Jiandful of in¬ 
dustrial establishments, v<»y little has 
been achieved so far. Out Of the total 
production of nearly 16 million tohnes 
of fruits and vegetable ih the country, 
not more than 50,000 tonnes were pro¬ 
cessed in 1968. Of a catch of about 1.5 
million tonnes of fish, processed fish 
products added up to no mere than 
2,(M10 tonnes. Similar is the Story of 
milk, meats and other food products. 
The result is that a good deal of pre¬ 
cious food is being wast^ for lack of 
processing facilities. In the case of 
fruits and vegetables albne, the annual 
wastage is estimated, between 20 and 
25 per cent of the total oii^t* 

Ihe expeditious deyelofanemt of the 
food processing indtrilk^ can go a long 
way not Only in obtdatmg the wastages 
of food but also in improving the diet 
of the people. But a more whtdesome 
dividend.can be in the form of wide new 
avenues itf^^binplpymeat. This industry 
is of stich a nature that aliboui^ a few 
lerge^scafe units in it can be profitably 
set up at some udecled places, essen^ 
tii^y the growth has to be in the sinaB- 
sre^e seetor. ‘Ihe limited capitod tb- 
quhed for it can wdl be found or pro- 
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vided in the rematest corners of the 
country where there is excess production 
of fruits, vegetables ^nd other food¬ 
stuff which goes waste ^ue to trans¬ 
portation diificukies. These small units 
can serve as feeding units for the medi« 
urn and larger enterprises. The sitills 
required in this industry are not exae^ 
ing. Moreover, machinery for it is 
also available indigenously and at a 
cost less than that of the imported 
equipment. 

The exports of preserved foods can 
also be multiplied manifold if a judici¬ 
ous approach is made to foster the 
growth of this industry. But unfortu¬ 
nately preserved and packaged foods 
arc still considered in this country 
luxury items; they are treated as a fair 
game for taxation, directly on finished 
products and indirectly through tax¬ 
ing the packaging material and raw 
materials. According to experts* esti¬ 
mates, whereas in countries like the 
United States packaged foods cost less 
than the fresh foods and in some other 
countries they cost between 10 and 15 
per cent more, in this country they are 
at least three times as expensive as the 
fresh foods. The entire approach to the 
problem has to be changed. Burdening 
this nascent industry with excise levies 
is hardly justified. 

As regards vacuum pan sugar, there 
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is no doubt that tlie ooiiffuiiiers of free 
sale sugar had been paying till a turn 
months ago much bi^er prices than 
they are paying today, thanks to the 
improved supply position and with the 
enhanced burden, the price of free sale 
sugar will not go up to anywhere near 
the price prevailing in the latter half of 
1968 and the early half of 1969. But 
is it fair to burden the consumer with 
additional levy just because he had paid 
a higher price in times of scarcity? 

The enhanced burden of excise duty 
on free sale sugar will surely be passed 
on to the consumer in the areas which 
are serviced by factories in the deficit 
sugar xones. In the states producing sur¬ 
plus sugar, an anamotous situation can 
be expected to arise. In these areas, the 
industry will be adversely affected by 
the imposition of differential rates of 
excise duty on free sale and levy sugar. 
A reference to such a situation was 
made a few days ago by Mr P. Maruthai 
Pillai, Vice-President of the Southern 
India Sugar Mills Association. Com¬ 
menting on the budget proposals, Mr 
Pillai said that a hiatus had bscn created 
in the marketing of sugar, especially by 
Tamil Nadu mills. On the basis of the 
Rs 150 per quintal tariff value, the duty 
on non-levy sugar now works out to 
Rs 56.25, as against Rs 34.50 before 
the budget. In the case of levy sugar, 


the iti««Me40 etwiee it^boly mwiM 
frgmi?3 to 23}wt Attbe 

free {Hiee la TaioS Rs I80i 

per qniatal — a IhiMt, wiU 

^ebo ut Rs 12S per,<}uuiw^jr it seHs 
Its sugar ift the free ia#keH os. against 
Rs 135 if it sUKreadeiV the fiin tnarket 
quota for the levy. iTbe pr^ for the 
levy sugar is Rs 170 a quu^al. The 
excise duty even at the . marginally 
enhanced rate does not wqt% out to 
more than Rs 35. 

In the case of khandsari . sugar, the 
statutory rate of excise doty has no 
doubt bwn stepped up, but in view of 
the fall in khandsari ^ces, the com* 
pounded rates, for wUdh most the 
producers opt, have been brought down 
as should te evident from the follow* 
ing statement issued by the Ministry of 
Finance: 

“The statutory rate of central excise 
duty on khandsari sugar was 10 per 
cent ad valorem up to the midnight of 
February 28, 1970. It also bears an 
additional duty of excise at two and a 
half per cent ad< valorem. In the budget 
proposals, 1970, the statutory rate of 10 
per cent ad valorem has been increased 
to 15 per cent ad valorem. 

“There is a special procedure in the 
central excise scheme called the com- 
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MASSEYFERGUSON 

Indian 

fanners’ 



Massey-Fer^son 1035 tractor 
is the Indian farmers* first 
choice. There are more firm 
orders for Massey-Ferguson 
1035 than any other tractor 
produced in India. It is 
because Massey-Feiguson 
1035 tractors have proved 
over the years most suitable 
for Indian conditions and 
are backed by country-wide 
dealer organisation with 
the most comprehensive 
after-sales service. 


Indian farmers are fully 
convinced that Mass^ylFemuso^ 
1035 tractors are the best 
value for their money. 


TrasCme mnd P*rm EqUIpinmit Mmuft 
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pounded levy procedure. Aocordii^ td 
this procedure, if the manufacturer a 
commodity to which this scheme is ex¬ 
tended opts for the sdietne, he pays a 
specified sum prescribed, by a notima- 
tion per we«K/per imutta. and such 
payiMnt is deemed as full discharge on 
his liability for the duty leviable on his 
production of occisable goods durii^ 

\ the period for which the said sum is 
paid. This scheme is extended to mantis 
facturm of khandsari sugar. By and 
large, the manufacturers of khandsari 
sugar elect to adopt this scheme. 

“Weekly rates are prescribed for 
khandsari sugar based on the height and 
diameter of the centrifugal machines 
employed for the manufacture of khand¬ 
sari sugar. Taking into consideration 
the fall in the prices of khandsari sugar, 
the Ministry of Finance has issued a 
notification on March 1, 1970. revising 
the weekly compounded rates for the 
di^erent sizes of centrifugals employed 
for manufacturing khandsari sugar 
without and with the aid of sulphitation 
plant. Units using sulphitation plant 
produce better quality sugar. The 
rates for khandsari sugar manufactured 
with the aid of sulphitation plant are. 
therefore, slightly higher than the rates 
fixed for khandsari sugar manufac- 
tun;d without the aid of sulphitation. 

Kates Reduced 

“On the basis of height and diameter, 
the machinery is divided into four 
classes and rates are fixed for each 
class. In respect of centrifugal machi¬ 
nery without the sulphitation plant, the 
rates that prevailea up to February 
28, 1970 were Rs 730. Rs 970. Rs 1.470 
and Rs 1,950 per week for each of the 
four types. These rates have been con¬ 
siderably steimcd down to Rs 590, Rs 
780, Rs 1.160 and Rs 1,520, respective¬ 
ly. Similarly, the rates for four classes 
of machinery using the sulphitation 
plant were Rs 1,090, Rs 1,470, Rs 2,190 
and Rs 2,920 and they have also been 
stepped down to Rs 880, Rs 1,180, Rs 
1.720 and Rs 2,280, respectively. The 
reductions in the rates for the four 
categories range between 19.2 per cent 
and ? 1.9 {)er cent”. 

The enhancement of the statutory 
rate of central excise duty on khand¬ 
sari sugar should not, therefore, cause 
concern to the industry. 

Two other proposals of the Prime 
Minister also deserve pertinent notice. 
These relate to (i) sanitaryware and 
glazed tilesr'and (ii) motor spirit, mper- 
tor kerosene and furnace oil. 

' The use of sanitaryware and gjaaed 
tiles is no loDfer restricted to liuury 
hottsii^ Bven jniddkHclaiis housing 
has to leeort to . thinn for sanitation 
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purposes. Their use is also convenient 
for meeting the municipal requirements 
in cities. Already housing construction 
costs have gone up phenomenally, 
thanks to the increase in labour costs 
aad lhe prices of bricks, iron and stoeh 
wood and various other building 
accessories. The price of cement is 
expected tO' be raised very shortly. 
Now sanitaryware and glazed tiles are 
also to attract 10 and 15 per cent addi¬ 
tional excise duty. 

Petroleum products were already 
among the most heavily taxed com¬ 
modities (see table below). Some of 
them have been further subjected to 
imposts. The Prime Minister has justi- 

EXCISE LEVIES ON SI 
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fiad additional imposts on motor 
spirit, .superior kerbsene and furnace oil 
by saying: “The demand for petroleum 
products has been increasing very ra¬ 
pidly and it is necessary to exercise some 
restraint in the interest of saving valu¬ 
able foreign exchange. It is also neces¬ 
sary to curtail the adulteration of diesel 
oil by kerosene, which has assumed 
substantial proportions, and to dis¬ 
courage the use of fumance oil as a 
substitute for other fuels such as coal”. 

These reasons of the Prime Minister 
have a familiar ring. These very reasons 
were trotted out whenever Mrs Gandhi’s 
predecessors in the Finance Ministry 
took resort to raising of excise duties 

ECTED COMMODITIES* 

(Rs crores) 


1950-51 1955-56 1960-61 1965-66 1970-71 

(Accounts) (Accounts) (Accounts) (Accounts) (Budget) 


Total 

67.54 

145.25 

416.35 

897.92 

1814.00 

Petroleum products 

2.08 

26.11 

98.14 

271.21 

636.54 

Tobacco 

31.99 

36.46 

59.41 

109.13 

227.53 

Cotton fabrics 

9.26 

28.18 

62.95 

70.01 

77.52 

Cotton yarn 

Rayon and synthetic 



0.13 

25.63 

33.66 

fibres and yarn 

Rayon and synthetic 



2.82 

20.01 

91.15 

fabrics 

Synthetic organic dye- 

•• 

2.18 

2.05 

1.84 

15.77 

stuffs 

, , 


6.90 

2.94 

6.40 

Iron and steel products 

, , 

. , 

. , 

70.86 

88.56 

Cement 


2.22 

18.54 

30.73 

46.68 

Chinaware and porcelain 


, , 

0.30 

1.43 

2.76 

Tea 

3.36 

3.17 

7.47 

17.21 

31.90 

Coffee 

1.17 

0.93 

1.35 

2.11 

4.03 

Jute manufactures 


. , 

, , 

7.17 

20.35 

Paper 

, , 

2.68 

8.38 

18.09 

24.63 

Aluminium 

, , 

, , 

1.17 

3.73 

23.00 

Motor vehicles 


, , 

8.03 

20.09 

29.50 

Internal combustion engines 

. , 


1.53 

2.18 

1.54 

Tyres and tubes 

Patents and proprietory 

4.04 

5.53 

13.54 

29.58 

61.20 

medicines 

, . 

. . 

0.26 

7.23 

18.00 

Fertilizers 


, . 


, . 

24-82 

Sugar 

6.46 

18.58 

55.10 

70.07 

124.77 

Matches 

Electric batteries and 

8.07 

10.08 

18.08 

23.24 

28.00 

parts thereof 

. . 

0.73 

1.88 

3.51 

9.00 

Electric bulbs and lubes 

, , 

0.25 

0.68 

1.74 

3.53 

Electric fans 


0.27 

1.17 

1.98 

3.24 

Soap 

Plastic materials and 


1.55 

2.38 

4.73 

9.24 

synthetic resins 

, , 

. * 

0.08 

5.75 

23.04 

Paints and varnishes 
Refrigerators and air- 


1.01 

1.40 

4.10 

7.44 

conditioning appliances 

•• 


0.2 

2.93 

8.20 


^Indtida basic, special and additional duties as well as special cesses. 
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on peiroieum products. A steady in¬ 
crease in the demand^or petroleum pro¬ 
ducts cannot always tSto obviated by 
hscal measures in a developing econo¬ 
my. Surely, the prices of motor spirit in 
this country are prohibitive enouj^ for 
any consumer to indulge in the luxu^ 
of uneconomic use. So far as the conti¬ 
nuance of adulteration of kerosene with 
diesel oil is concerned, it is a reflection 
of the fact that the levies on diesel had 
pushed up its prices abnormally. Fur¬ 
nace oil is produced by refineries not 
at the cost of superior categories of 
petroleum products; a certain propor¬ 
tion of crude oil results in furnance 
pil and not much can done about it. 
if an industrial establishment switches 
on from coal to furnace oil, there will 
surely be valid reasons for this — the 
cost of coal may be prohibitive. But 
a more pertinent question that arises in 
regard to furnace oil is: how is the en¬ 
hanced excise duty on flirnace oil 
going to affect the plans for using this 
feedstock for ' fertilizer manufacture? 
In view of the growing shortage of 
naphtha, the Ministry of Petroleum is 
trying to prevail upon some prospective 
manufacturers of fertilizer to use fur¬ 
nace oil as feedstock instead of basing 
their plants on naphtha. 

Pushing up Transport Costs 

With the public transport system 
being what it is, the 10 paise per litre 
increase in the excise duty on motor 
spirit is bound to push up the convey¬ 
ance and transportation costs, as 
the use of motor spirit is still large in 
public transport, if scooters, auto- 
rickshaws, taxis, three-wheelers, etc., 
can be termed so. 

The impact of the indirect taxation 
proposals of Mrs Gandhi cannot be ex¬ 
pected to be marginal on the cost of 
Jiving as made out by the spokesmen 
of the Finance Ministry. As pointed 
out earlier in this article, the proposals 
in regard to intermediate goods, chemi¬ 
cals and other items of essential ex¬ 
penditure by manufacturers will lead 
to cost-push inflation. Notwithstand¬ 
ing the exemption granted from the 
enhanced import duty on machinery 
and equipment for new units or sub¬ 
stantial expansion of the existing units, 
the cost-push inflation generated by 
Mrs Gandhi’s proposals, the increase 
in freight rates of railways and the re¬ 
cent stepping up of the prices of steel, 
etc., will not be insignificant. But a 
major additional factor will be the in¬ 
crease in labour costs resulting from the 
increase in cost of living. The living 
costs can be expected to go up, apart 
from the inflationary potential of the 
import and excise levies on materials 
consumed by industry, because of the 
excise duties on cigarettes, sugar, tea. 


etc., and the fairly heavy doge of deficit 
financing which has vem proposed. 
Although the c^dal spokesmen expect 
that the prices of low-priced cigarettes 


will not go up materiatly, the freedom 
allows to ctgaiette manufSsicturers to 
adjust their prices can upset their 
calculations* 


Export After the Budget 


A SPECIAL CORRESPONDENT 


though the Prime Miaister has shown 
in her budget speech some awareness of 
the importance of export promotion, the 
proposals announced by her for this 
purpose are quite inadequate. The 
approach to export duties has not been 
realistic. The revised estimates for 
1969-70 reveal a net revenue of Rs 
70.27 crorcs from export duties as 
shown in the table below. But 
the concessions granted amount only 
to about Rs 10 crores. This means the 
government continues to look upon 


export duties as substantial sources of 
revenue even though their impact on 
exports has been advene. 

The Explanatory Memorandum says: 
‘The effect of export duties on the 
country’s export trade is kept under 
constant review.. The export duty levi¬ 
able on each item of export takes into 
account, inter alia, factors Hke home 
production and likely exportable sur¬ 
pluses, deonand for products abroad, 
prices in the intmiational market, de- 


TRENDS IN EXPORT DUTIES 


(Rupees lakhs) 


Accounts 

Budget 

Revised 

Budget 

1968-69 

1969-70 

1969-70 

1970-71 

1 2 

3 

4 

5 


Export duties 


Jute manufacture 

31,57 

19,25 

19,50 

14,00 

Raw cotton 

2,10 

1,90 

2,60 

2,60 

Cotton waste 

71 

75 

50 

50 

Raw wool 

41 

20 



Tea 

21,08 

10,45 

8,20 

8,20 

Coffee 

1,82 

1,55 

1,70 

1,70 

Black pepper 

2,16 

3,00 

2,10 

2,10 

Groundnut oil-cake 

1 

32 

16 

16 

Deoiled groundnut meal 

2,46 

9,50 

7,80 

7,80 

Unmanufactured tobacco 

29 

4,00 

3,35 

3,15 

Hides, skins and leathers 

1,45 

6.90 

7,30 

7,00 

Coir and coir manufactures 

1,27 

1,40 

1,05 

1,00 

Mica 

62 

4,60 

4,50 

4,50 

Manganese ore 

1,03 

1,90 

1,50 

1,60 

Lumpy iron ore & 

m 1 

10,91 

11,20 

12,40 

other articles 

iJjio r 

1,59 

1,64 

1,54 

Cesses on exports 





Agricultural produce 

1,34 

95 

1.11 

1.11 

Unmanufactured tobacco 


1 

13 

13 

Groundnut meal 

, , 

45 

16 

16 

Coffee 

.1 

17 

16 

15 

Lac 

4 

4 

4 

4 

Mica 

27 

29 

23 

23 

Coir manufacture 

4 a 

4 

4 

4 

Other articles 

13 

8 

10 

10 

Total Export duties (gross) 

101,93 

80,25 

75,27 

70,41 

Deduct Refund and drawbacks 

—4,21 

—6,00 

-5,00 

—5,26 

Total Export duties (net) 

92,72 

74,25 

70,27 

65,15 




Source: Explanatory Memorandum 
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A BEML product at every major construction site 
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valuation of foreign currencies etc”. 
But the official assessment has generally 
failed to note the realities of the trading 
conditions in the worflS ^nd adjust the 
export duties promptly and adequately. 
The result is that in many export items, 
especially in jute goods and tea, the 
continuation of export duties ha| 
severely crippled their competitive 
capacity. 

For instance, in 1969 the total exports 
of jute goods declined to 590,000 tonnes 
from 929,000 tonnes in 1963, a decline 
of 36.49 per cent, which occurred des- 
}dtea 120 per cent increase in the export 
of carpet backing from 100,000 tonnes 
to 220,000 tonnes in this period. The 
export of sacking in the last 15 years 
has dropped from 445,000 tonnes to 
48,000 tonnes while the export from 
Pakistan has gone up from 50,000 
tonnes lo 239,000 tonnes. Hessian too 
has suffered wriously, the export hav¬ 
ing declined in the last five years from 
448,000 tonnes to 250,000 tonnes while 
Pakistan has been able to double her 
exports from 79;000 tonnes to 192,000 
tonnes. 

In this background, a reduction in 
the export duties from Rs 500 to Rs 200 
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per metric tonne only on iute canvas, 
jute webbings, jute ti^tpiaullfti cktffii 
manufactures thegwif an inait-i 
^uate realisation of threat oW 

jute industry prd^iiG«f» and 

synthetics. ThOf^t^^ bad pteaded: 
not merely for tKe total abolition of 
export duties but a^o for A subsidy to 
improve its competitive position. 

The export duty on tea should have 
been abolished at least a year emrlier. 
The industry has wdcomed its removal 
but feels aggrieved that the excise duties 
have been raised steeply as follows: 


Excise duty 

1969-70 

1970-71 
New rates 


paise per 

paise per 


<22-3-1969) 

kg. 

Gi'cen tea 

10 


Zone I 

25 

25 

Zone 11 

40 

50 

Zone III 

50 

150 

Zone IV 

55 

100 

Zone V 

65 

115 


The steep increase in the excise duty 



ioJEOho m ^hicl^ indddes 

;ji itiittifnilariy regiettahte dnee fbe 

r ddt»;i^ thia area, sufficed; seyetely 
the'ihhdslides 1968 and die in'o- 
’ -h!hg^4:«ftriiNW9^^ indniiiy has 
. also CKpaetaho ffisat^ntsnent id: the 
deddqh '^o. etmfine refund of e|wse 
doty, jEtaxhnum 75 paise .pet 
kg. tjideiss the government reduces 
the excise duty aim removes the .ceiling 
oh dhe rebate fOr, exports, it will be 
diffictdt for the !iea industiy to.:re^er 
its lost ^ottnd in the foreif^^adteia. 

The budget piroddes lbi 44'^ crores 
for the 'Market DeddopiheBt Ftmd 
during 1970-71. This fund sdu set np 
in 1963 to finance the expeodhute on 
grants for export promotion and market 
devdopment schemes. The hudfiet for 
1969>70 had set apart Rs 44 crores for 
the Fund; the revised climate puts this 
figure at Rs 42.35 crores. The savinp 
in the current year and the lower allo¬ 
cation in 1970-71 me attributed to 
the withdrawal of sutpidy oh prime iron 
and steel and less payment envisaged to 
the MMfC. Even'witfa this reduction, 
a sum of Rs 40 crores for Market De¬ 
velopment Fund is quite substantial but 
the government has to make sure that 
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tlu; couhtry 0 ^ the maxunum benefit 
this exp^odhvre. Export houses, 
export prtx&otibn eouacjls epfi cominp- 
dhy bcuirfis cbiitioue to omptain of the 
iaoniiaote thfiay and cuitUMrsoioe pro¬ 
cedures ia gettiog money released frcm 
this ^nd. 

Hie' hodget has reduced the alloca¬ 
tion, for ootmmrdal tntdligence and 
foipifO mde organisatkms from Rs 
4.M CTOies in 1969-70 to Rs 3.35 
orores in 197Q-71. The explanatory 
nmnoranduffi says that the government 
expects less expenditure on these times 
in 1970 ^ 71 . One would have thought that 
commercial intdligence would have re¬ 
ceived more money in view of its in- 
crmsing importance in our export drive. 
There are many regions—Africa, east 
Europe and Latin America, for instance 
— about wMch our commercial intelli¬ 
gence has bMn quite inadequate and 
irregular. 

To encourage import substitution, 
the hudget inaeases the import duty on 
machinery, motor vehicle parts, phar¬ 
maceutical chemicals, non-electrical 
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instruments, apparatus and appliances, 
cmtdn plastic material and atchrome, 
and other electrical reristance wires. 
But so far. as machinery is concerned, 
the rise in import duty aeons excessive 
although this uKreaae wfil pot ai^y to 
the mamiinery used for the initial, setting' 
up of projects or for substantial exten¬ 
sion of the existing ones. Addressing 
the annual meeting of the Engineering 
Association in Calcutta on March 
3, Mr Bharat Ram, President of 
the International Chamber of Com¬ 
merce, smd that he envisa^ administ¬ 
rative difficulties in operating this 
scheme. He also pointed out that if 
depreciation and development rebate 
on the higher cost of machinery are 
taken into account, the net return to the 
exchequer would be no more than if the 
import duty was of a lower order. The 
higher capital costs are bound to in¬ 
crease the prices of the output. 

In the context of the slow-down in 
the rate of growth in our exports in re¬ 
cent months, the budget should have 
made a more positive contribution to 
the export drive. 


Prospects for Borrowing: 

'SAGITTARIUS’ 


The CENTRA.L government has provided 
for an increase in the outlay on Plan 
schemes in 1970-71 by nearly Rs 400 
crores due to the buoyancy of revenues 
on the basis existing taxation, new 
heavy levies, larger surpluses of public 
sector undertakings and heavier borrow¬ 
ing through open market loans and un¬ 
der the small savings campaign. There 
would not have been a sizable overall 
deficit of Rs 350 crores, even with a 
larger Plan putlay, but the fact that 
it has hecoiM viecessary again to assist 
states in difficulty to the extent of Rs 
175 crores. With an increase in cent¬ 
ral assisUmce by Rs 20 crores and a 
larger stated’ share of new taxes, the 
state governments have in effect been 
helped to inaease thdr outlay on Plan 
sdmnies by 20 per cent as compared to 
1969*70. Tim additional expenditure 
in the seebnd year of the fourth Plan 
will, howbver, be much higher as it is 
expected that some mojeiHs will be 
hdpqd. ^ the provisirm of funds by 
natiqngjhRid banks, . A(triculturaL Re- 
fina^JCioi|iioirati.on and qther institu¬ 
tions;. reasonahie to prmume 

Utat‘tlie nndsed fourth nan will be 
aco^ktii .ty the states at the fortb- 
co 0 ^ ineetn^ Uw Natlbaid De- 
iPopait^ may be 

soiad. jdsaoges, in the i^qiropriations in 
" ^t jaf the vienrs expnBsoii by the 
Mysone and Kerala go- 
.Md the lij^ustments that 



disabilities experienced by them as a 
result of the recommendations of the 
fifth Finance Commission. 

Whatever may be the ultimate size 
of the annual Han for 1970-71, it is 
gratifying to note that the central go¬ 
vernment would be in a position to meet 
its commitments and even reduce its 
overall deficit if fresh assistance 
to the states was not very much more 
than Rs 175 crores. There is reason to 
believe that the estimates relating to 
revenue from new taxes are unduly 
conservative while much larger amounts 
can be mobilised through open market 
loans and sales of national savings cert<- 
cates. The borrowing programme for 
1970*71 has assumed gross receipts of 
Rs 455 crores. After allowing for the 
redemption of two maturing loans for 
Rs 293,30 crores, net borrowing will be 
Rs 16L70 crores against Rs 141 crores 
in the current year. Gross borrowing 
could be easily Rs 500 crores enabling 
the government to secure 4 fict amount 
of even Rs 207 crores^ With the likeli¬ 
hood of an accelerated mowih of bank 
deposits in the latter half of the year and 
the maintenanoe of a higlwr liquidity 
ratwi, the subsaiptions could very well 
be of the dimensions iadicuted- jB^ides, 
the seednd stage of the borrowing pro- 
grkuae for 1970^71 poeld be expected 
to be jcairied out;, .under Ihyowable 
cimusuhaoces, as, -nottvillmtaiiding the 
, jhef^“P(^|te..n^ .e^e^ewted 
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by the banking system, there could be a 
sudden rise in deposits during the slack 
season if the estimates relating to food 
production in the 1969 agricultural 
season proved to be correct. 

The first stage of the borrowing.p^- 
gramme, however, will have to be comp¬ 
leted in the next few weeks as the 4 per 
cent 1970 Loan is due for repayment on 
April IS, 1970, and is outstanding to the 
extent of Rs 178.25 crores. If the ex* 
perience of 1969'70 is miy guide, it 
can be expected that about 80 per cent 
of the outstanding amount will be 
converted into the new loan, which 
would mean that conversion subscrip¬ 
tions would be of the order of Rs Iv 
crores. With the compulsion on the 
pan of the scheduled commercial banks 
to invest additionally Rs 50 crores for 
raising the liquidity ratio by a further 
one per cent to 27 per cent by the 
end of April and the anxiety of Ihet 
Life Insurance Corporation, provident 
Funds and trusts to invest their funds 
in long-dated loans, it would not be 
surprising if the Reserve Bank decided 
to issue a long-dated loan for Rs 250 
crores carding interest at 51 per oeiU 
and maturing after 30 years. But for 
the recent upward trend in interest' 
rates and the offer of more attractive 
terms to the purchasers of National Sav* 
ings Certificates, the monetary authp* 
rities would have even thought of flow¬ 
ing a 25-year loan carrying interest at 
51 per cent with an issue price at q 
slight discount. With expert opinion 
clearly divided about what should bo 
done in regard to changes in the intermt 
rate structure it is doubtful whether the 
Reserve Bank will make any attempt to 
borrow on a cheaper basis. An aiir 
nouncement in this regard has to bit 
made before the end of this month or 
early in April. 

Excess Bonowing 

In l%9-70, the 51 per cent 1999 
Loan, offered at par, secured subsinip* 
tions to the extent of Rs 275.20 croito 
and 41 per cent 1976 loan for Rs 
260.11 crores. The amount secured 
through these two loans was thus Rs 
53S.3I crores against the budget esti¬ 
mate of Rs 500 crores. As there was q 
funding operation for R$ 75 crores, the 
amount borrowed was Rs 216.31 
crores. Excluding the funding opera¬ 
tions, the net amount borrowed in 
1969-70 was in excess of the bu4get 
estimates by Rs 35 crores. 

;In the second tranche of the borro#,^ 
lag programme in the next financial 
year also, thi^ 'will be no difficiu% |ii 
moNltsing the required amount pastil 
short-dated loan for Ra 250 crores 
bn l^ued conVehhmtly,, .the mmurfrig 3 
, per :I970*75 taians' buHattami. 
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Rs 115.05 crores beinn fedeemaUe only 
on October 15, 1970.^ The banking sys¬ 
tem may not And it dttcult to extend 
liberal support to a short-dated loon 
in the slack season. On the last 
occasion the 41 per cent 197# Loan 
secured subscriptions for Rs 260.Fi 
crores, cash subscriptions amounting 
to Rs 98.65 crores and conversion 
applications for R$ 161.46 crores. If 
a different strategy is considered de¬ 
sirable, there may be a reissue of the 
new long-dated loan for Rs 50 crores 
with the amount for the short-dated 
loan being fixed at Rs 200 crores. In 
that event the fresh accretions to the re- 


Ritual Rise of 

HARDEV 

Year after year post and telegraph 
rates have been raised in an attempt 
to equate the revenue with the expendi¬ 
ture which has been steadily going up. 
The result is that, even after a four¬ 
fold increase in revenue during the past 
decade, .the Posts and Telegraphs de- 
partnwnt continues to run at a loss. It 
is only the Telephone Department 
which is making substantial surplus and 
in fact is making up for losses in other 
departments. In other words, telephone 
users are paying more than the cost of 
the actual service rendered to them. 

It has been estimated that the telephone 
users are now paying nearly 40 percent 
more than the cost of the services as 
against 13 per cent more paid by them 
in 1965*66. 


Viffair Imposition 

With the revision of rates in the 
present budget this percentage is likely 
to go up further. Consequently it is 
quite unfair to impose an additional 
burden of nearly Rs 2.55 crores in a 
year by increasing call charges beyond 
750 calls in a quarter from IS paise to 
20 paise per call. This increase has 
followed closely the last year's steep 
rise in rates which added an annual 
revenue of Rs 6 crores. Last year the 
telephone rentals in big cities such as 
Bombay, Calcutta, Madras and Delhi 
were raised and additional charges 
were imposed for fixed time trunk calls. 
Already in the context of a judgment on 
telephone rates, the Tamil Nadu High 
Court has pointed out that in regard 
to fbes there is and must always be a 
correlation between the fee collected 
and the services intended to be rendered. 
It also indicated that the owners of 
telef^ones should not be burdened with 
the losses incurred io the postal, tele- 
gthph and radio departments. Had 
the central govemmeat a sufficient sense 
of re^nsibility, it would not have so 


sources of Uie LifeTssufance Corpora- 
ration and other inathittions, whidt are 
interested in higher yield, can be in¬ 
vested in the reissued looMtated loan. 
Whatever may be Hie temnimies that 
will be adopted,' the borrowing pro¬ 
gramme of the central govemmont for 
the next finandal'year can be completed 
without difficulty and the overall deficit 
may prove to be much smaller if the 
growth in industrial and agricultural 
production is sustained and there is 
increasing monetisation of the economy 
with a faster sf^d of the banking 
habit and the active functioning of the 
post ofiices in the rural meas. 


Postal Rates 


SINGH 

cavalierly disregarded these considera¬ 
tions. 

Instead of continuously raising tele¬ 
phone rates, the department should try 
to improve its revenue position through 
efficient performance. For instance, 
the collection of telephone revenue in 
respect of bills issued were in arrears 
to the extent of nearly Rs 6 crores every 
year out of which the government’s 
share in arrears in one year was to the 
extent d'overRs 3.25crores.Similarly 
the financial position of the department 
can be improved by avoiding heavy 
delay in the submission of trunk bills 
which not only prove irksome to the 
subscribers but also delay the collec¬ 
tion of revenues. The department 
should also evolve concrete methods of 
accurate and timely submission of bills 
so that they are paid regularly by the 
subsinibers. 

The Telephones Department should 
also improve its efficiency by utilising 
its capacity and thereby raise its reve¬ 
nue. It was estimated recently that 
as much as 13 per cent of the connect¬ 
able capacity of telephone exchanges 
with 1,000 lines or above remained unuti¬ 
lised due primarily to a shortage 
cables. This appears all the more seri¬ 
ous when it is known that the gap bet¬ 
ween the demand for and the supply of 
telephones has progressively widened 
during the last few }^ars. The averagp 
waiting time in cities such as Delhi, 
Bombay and Calcutta has betm around 
six years and it is only marginally 
below that at many other places. It is 
rather strange that, although the shor¬ 
tage of telephone caUes continued to 
persist, the govemiipeht would not aOow 
the inivate sector'to manufheture these 
cables. 

The upward revision of postal rates 
has been done in a big way in order to 
add an annual reventtetffRs 5.45 crores 
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and these ievitii<»is. inclode a. iiiilwr 
sapfiemeattsy fee fior tefegeabiiSc 
money orders, wUdi fags :beeni eimnd 
from IS paise to 50 paise. ffin^tady 
m<mey orders crnmniSHon for ataeitnits 
beyoM Rs 100 has been^ letsed to 40 
paise per every IU20.‘ Titt nowlt was 
20 paise for money orders un to JU 200 
ana 30 paise for money oroeni biq/iond 
Rs 200. This increase in money mrdet' 
rates is likdy to prove pcohiUnvn ao0 
may hit fee po^ department t^y 
channeiising the remittance of money 
through bank drafts. Already thlB|n is a 
clear indicatitm of people shifting away 
from money ordenas a .mode of re¬ 
mitting money. In 1968-69, for instance. 
95 million mon^ orders offee value of 
Rs 536 crores were sent by the puUic 
as against 97 millimi money order of tlw 
value of Rs 559 crores a yemr before. 
In ofeer words thtee was a dedine in 
the number of moimy orders by over 
three per cent and the amount tranfr- 
mitted declined by about five per cent 
The post offices may well lose substantial 
revenue on money orders of amounts 
larger than Rs 100. 


Table I 

POSTS AND TELEGRAPHS TRA- 
fPKl STATISTICS 



1967-68 

Actual 

1968-69 

Esti¬ 

mated 

(In Millions) 

Postal articles (exclu¬ 
ding Money orders) 

6,188 

6,185 

Registered articles 

176.5 

169.6 

Money orders 

96.7 

94.7 

Savings bank trans¬ 
action 

64.8 

71.1 

Telegrams 

49.9 

47.5 

(/) Trunk calls .. 

62.9 

73.0 

(ii) S.t.D. calls .. 

32.2 

35.1 

Value of money orders 
issued (in crores of 
Rs) 

558.7 

536.2 

Telephones (in thou¬ 
sands) 

1,017 

1,117 


It has been aigned feat fej^ feyi- 
sions have been dictated by fediptet feat 
the postal d^rartment is feakTlUt fosses 
and these losses are moetfy on , jbocoaiit 
of post catda The di^aifelRit has 
continuously yctmqfiistned feat it is not 
ahfo to affevo fefo dbeap nm^ nf «dni> 
mnnicafioa and has oontfooonaj^ heen 
jiacteastnv rates for Other "pmfi 'Vie- 
taces; It would be proper for fen «>• 
yernowat to take a dectson oapa. w 
ife and five up fee pretendoa opQiain- 
taiidnii this sodd Service aitf 



419 


1970 SPECIAL Bl^ET NUMBER 


Power Maketl) a Nation Prosperous 

Power spurs Industry & Agriculture. Power | Wcprtiduce Steam Turbines and Turbo-Aller- 
sparks off economic growth. Power spells pro- j nators of capacity range 1 MW to 110 MW 
gress. You might as well say BHE instead of | and a variety of power slatitm auxiliaries like 
power and you won't be wrong ! | Condensers, Heaters and Pumps. 

At the Swtichgear Unit, we manufacture Air Blast Circuit Breakers of 145 KV to 245 KV 
and Minimum Oil Circuit Brenkers of 25 KV to 145 KV. Under strict quality control— 

With Swedish collaboration — Using-appreciable indigenous components — Of-course, 
we offer supervision for erection and commissioning and undertake servicing too ! 


m BHimin hehuv 

WEiEcimmis an. 

RAMACHANORAPURAM, MYDERABAD-S2. 


FDSBHBTY 


CHEMISTRY the best friend of man 

No other branch of science and industry renders greater service to the needs and comforts of 
humanity. Take a basic thing like clothes. Less people would be wearing Jess clothes if it were 
not for Caustic Soda, Sodium HydrosuJphitc and Chlorine, And imagine a bath without soap. 
Or for that matter surgery without anesthetics. At its manufacturing and research facihties T.C.C. 
is actively engaged in making Chemistry render even greater service to man. Listed below are 
our main product lines. We mav be just the ones who can make Chemistry an even better friend 
of yours. 

Rayon^grade Caustic Soda Sodium Uydrosulphite Sodium Sulphide Chlorine 

Hydrochloric Acid. ^ 

The Travancore-G>chin Chemicals Ltd., 

Udyogamandal P.O., Aliraye—KERALA. 

ARIES 

. .. . .me. m m v fmmrnm^mit m mmmM .. . . .. .. 
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lUe tbc post card rate instead of every 
year raising rates pf ijther items on 
this account. w 

Major losse.s in the postal department 
are also due to uneconomic post offices 
and in view of its persistent Icntses, ^e 
postal department should reconsider its 
policy of expanding post offices in 
rural areas. The department should 
ask itself whether the existing 
policy of retaining losing post offices 
on trial for over 10 years is not an 
extravagant indulgence The Post and 
Telegraph Tariffs Enquiry Committee 
has pointed out that “such a long period 
of trial for post offices and their reten¬ 
tion on a permanent basis at even higher 
losses after this period of trial, result 
in considerable cumulative losses to 
the department. These continuing 
losses sap the resources generated in 
other areas of the department’s activi¬ 
ties , leaving little “for the develop¬ 
ment and expansion of (other) services 
even when justified by the needs of 
traffic.’’ It has rightly recommended 
that “normally a period of four years 
or so should be considered enough for 
assessing whether a post office has de¬ 
veloped traffic” and that “if it has not, 
the conclusion is clear that such an 
office is not likely to Justify its continu¬ 
ance and further expenditure on it can 
hardly be regarded as developmental 
expenditure. 

Expenditore Going Up 

The expenditure of the postal branch 
in relation to its revenue had been going 
up since 1962-63. The expenditure as a 
percentage of revenue was. 98.5 in 
1962-63 but it increased to 114.2 in 
1969-70. In absolute terms, in the year 
1969-70 the expenditure of the branch 
was Rs 113.74 crores against a revenue 
of Rs 99.58 crores leaving a deficit of 
Rs 14.16 crores. This department is 
labour-intensive and its main expendi¬ 
ture is on e-stablishment. The establish¬ 
ment expenditure has increased quite 
rapidly due to grant of enhanced dear¬ 
ness allowance to staff with retrospective 
effect. Moreover, other allowances also 
impose a substantial burden on the 
department. 

In this context, the Tariff Enquiry 
Committee made a pointed reference 
to the fact that the expenditure incurred 
by the department on medical reim¬ 
bursement. children's education allow¬ 
ance, overtime allowance has been 
“increasing alarmingly.” A few cases 
have been quoted which illustrate the 
point. A postman in the pay scale Rs 
75-95 drew Rs 2,220 as medical re¬ 
imbursement in September 1967 and 
Rs 8,460 during the period April to 
October 1967. A clerk with a basic 
phy of Rs 335 drew Rs 1,959 as medical 
reimbursement in August, 1967 and 
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Rs 10,482 from April to December, 
1967. A class IV employee with a basic 
pay ofRs 76 drew Rs 1,428 as medical 
reimbursement in August, 1967 and 
Rs 9,192 from April to T>ocember 
1967. A clerk with a pay Rs 240 per 
month drew Rs 975 as overtime allow¬ 
ance in October, 1967, and a total 
amount of Rs 5,552 on this account 
during the first 10 months of 1967. 
A munshi with a pay Rs 98 per month 
drew Rs 287 as .overtime allowance 
in October. 1967. and a total amount of 
Rs 1,908 on this account during the 
first ten months of 1967. Table II 

Table II 

MEDICAL EXPENDITURE AND 
OVERTIME ALLOWANCES: 

1961-62 to 1967-68 

(Rs Crores) 


Year 

Medical 

treatment 

O.T.A. 

1961-62 

0.67 

0.90 

1962-63 

0.95 

1.31 

1963-64 

1.28 

1.45 

1964-65 

2.02 

2.97 

1965-66 

2.94 

3.97 

1966-67 

3.95 

4.61 

1967-68 

4.08 

4.56 


1965 66 
Receipts 
Expenditure 

Deficit (—^) or Surplus (+) 

1966- 67 
Receipts 
Expenditure 

Deficit (—) or Surplus (-I-) 

1967- 68 
Receipts 
Expenditure 

Deficit (—) or Surplus (-E) 

1968- 69 
Receipts 
Expenditure 

Deficit (—) or Surplus (4) 

1960-70 (Revised) 

Receipts 

Expenditure 

Deficit (—) or Surplus .(-f) 
1970-71 

Receipts. (Budget) 
Expenditure 

Deficit (—-) or Surplus (-E) 


13,1970. 

below ^ows the rise in medical treat* 
ment expenditure and payment in res¬ 
pect of overtime allowance. 

A closer watch of organisation and 
methods is necessary so that efficiency 
and eephomy can be achieved within a 
reasonable tiine. A systematic effort 
has to be made to improve productivity 
by evolving time-saving teefiniques. 
The work study unit in the Posts and 
Telegraphs Department has been doing 
some woric in this direction but the scope 
of its operations should be enlarged and 
expedited. The Tariff Enquiry Commi¬ 
ttee for instance, has emphasized that 
labour should definitely be saved in 
some areas of operation such as sorting 
of mail, cancellation of stamps and 
delivery of mail. 

The budget proposes to raise an 
additional revenue of Rs 22 lakhs 
through increased rates of greeting 
telegrams from Rs 1.20 for first I 
words in ordinary telegram to Rs 1.40. 
Only last year these rates were 
raised from Re 1 to Rs 1.20. In 
1962 the greeting telegrams were 
priced at 50 paise for 6 words which 
were raised to 75 paise for the 
first 8 words in 1963. The cost of a 
greetings telegram has increased, there¬ 
fore, from 50 paise to Rs 1.40 bet- 

Table 111 


(Rs crores) 

Posts Telegraphs Radios Telephone 


65.99 

76.01 

—9.02 

14.44 
17.88 
—3.’3 

0.24 

0.29 

—0.05 

57.10 

50.35 

+6.75 

70.15 

84.90 

—14.75 

16.96 

20.35 

—3.39 

0.32 

0.18 

+0.14 

71.92 
56.81 
+ 15.11 

74.23 

95.12 

-20.89 

19.95 

24.45 

—4.35 

0.36 

0.16 

-E0.20 

79.76 
69.04 
+10.7^ 

93.98 

107.22 

—13.34 

22.52 

26.80 

—4.48 

0.44 

0.44 

92.26 
76.36 
+ 15.90 

99.58 

113.74 

—14.16 

23.92 

28.83 

^4.91 

0.63 

0.49 

-E0.14 

108.18 

86.14 

+22.04 

110,47 

120.77 

--10.30 

26.80 

31.53 

-4.73 

0.63 

O.SO 

+0.13 

118.91 

,95.78 

+23.13 


RECEIPTS AND EXPENDITURE OF POSTS AND TELEGRAPHS DEPART¬ 
MENT 
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iweea 1962 and 1970, which apparently being charged at 20 paise extra for 

is an exbortMtant rise. The rate for each booking after the last year’s budgd 

ordinary, telegrams for the first eight and now these rates have bran increased 

words were 80 paise before 1963. This to 40 paise. This inerease again is 

was revised to one rupee for first 10 unreasonable because telephonic book- 

words in that year. In 1967 these rates ing of telegrams means reduced pressure 

were raised to one rupw for an on telegraph oflSices. The losses in the 

ordinary telegram of eight words telegraph branch, in spite of these 

and in 1968 again these rates were occasional increases in rates, have been 

raised to Rs 1.20 for an ordinary tele- increasing. In 196S-66, for instance 

gram of eight words. In other words a the losses were around Rs 3.3 crores 

telegram which cost 80 paise before which in this year’s budget are around 

1963 now costs Rs 1.40. Rs 4.73 crores. It seems that some 

basic reorganisation of the department 
Phonograms which were free of is essential if the level of expenditure 

any special charge till last year, started is at all to be eectivciy regulated. 

Reactions to the Budgret 

R. V. MURTHY 


The budget presented by the Prime 
Minister and Finance Minister on 
February 28, J970, may well be des¬ 
cribed as a baffling bud^t, in the sense 
that those who are supposed to benefit 
from the so-called reliefs are not feeling 
quite certain that they will stand to 
benefit cventiiaJly. Even Para 35 of the 
budget speech (Part B) (so much com¬ 
mended by share market circles) which 
speaks of '‘leaving the present structure 
of corporate taxation more or less alone 
“is not accepeled as wholly accurate 
by India’s leading taxation expert, Mr 
N.A. Palkhivala. The report in the 
daily press that there may be delay in 
implementing the family pension 
scheme for industrial workers must have 
perplexed this section of the con^munity 
also. Political parties on the other 
hand, frankly suspect the figure of defi¬ 
cit financing indicated in the budget of 
(Rs 225 crores) as a gross underesti¬ 
mate. And students of economics are 
worried about the sure stresses and 
strains that must needs follow a si?^ 
able stepping up of investment (total 
outlay of government=Rs 7,540 crores), 
the more so because much of it is to be 
outside the Plan expenditure. 

AU the same, ihc fact remains that 
Mrs Gandhi has got away with more 
praises for her budget than has fallen 
to the lot of any of her predecessors in 
the union Finance Ministry, but con¬ 
sidered opinion feels this is more psy¬ 
chological than logical and there may 
be second thoughts and delayed reac¬ 
tions which may not be equally comple¬ 
mentary. Mr Palkhivala has already 
characterised the budget as “politically 
clever’’ but “economically unsound”. 
To him, the budget is imaginative “only 
in the sense that it imagines certain 
consequences will ensue from the pro¬ 
posed levies, which are directly cont¬ 
rary to one’s experience of human 
affairs.” 

Be that as it may, in tlie prevailing 
gnomic conditions wy budget has 


to be tested on the anvil of its effect on 

(i) production and productivity, 

(ii) price stability, (iii) monetary dis¬ 
cipline on states, (iv) creation of em¬ 
ployment opportunities, (v) returns 
from investment, in particular, in the 
public sector, (vi) balance of payments 
and (vii) saving and capital formation. 
Let us therefore, examine the likely 
effect of the budget on each one of 
these facts of our economic life. 

It is difficult to see whether there is 
much in the budget proposals that will 
effect either production or productivity 
very favourably. Incentives to produce 
more there may be, but these apply to 
areas, such as dry farming, where the 
impact is bound to be inconsiderable. 
Provision of easier credit to new entre¬ 
preneurs may be all right, but it is 
difficult to recruit overnight the re¬ 
quisite talent and garner the necessary 
know-how. If the Prime Minister ex¬ 
pects a substantial increase in the de¬ 
velopment outlays next year will by it¬ 
self help growth and hence production, 
she is sure to be disillusioned, ll is to 
assume that the important provison in 
all economic laws—other things remain¬ 
ing equal—will operate. It is amazing 
that the government’s faith in the pub¬ 
lic sector (“stale capitalism” as Mr 
Masani describes it) could persist even 
after its own assessment of the profits of 
running concerns (other than Hindu¬ 
stan Steel, be it noted) to be no more 
than a ratio 4.3 per cent gross profits, 
not net profits, to capital. Otherwise, 
it is diflicut to explain its desire to add 
more to the number of these under¬ 
takings. If production is to be in¬ 
creased, those who arc in a position to 
organise production in a big and syste¬ 
matic way must receive every encourage¬ 
ment. But it is precisely these people 
that arc being deliberately prevented 
from making any contribution. 

Production also presupposes the 
prevalence of peaceful conditions, that 


is, a sound law and order situation. 
What is the position today? Happen¬ 
ings in West Bengal and some other 
places are enough to dampen the en¬ 
thusiasm of even the most optimistic 
entrepreneur and discourage him from 
launching on any new industrial pro¬ 
ject. Cordial employer-employee re¬ 
lations are another prerequisite. But, 
for the past three years (1967, 1968 xuid 

1969) we have been experiencing a loss 
of over 17 million man-days every year, 
and the prospects in ibis behalf for 
1970 also do not appear to be any the 
brighter. Unfortunately, the authori¬ 
ties in our country do not seem ade¬ 
quately to recognise the importance of 
industries. The utlimalc success of any 
economy, even an advanced economy, 
depends, as Mr Harold Wilson, the 
British Prime Minister, recently said in 
New York, depends not on its mone¬ 
tary and financial policies but on the 
power of its industry. In our own 
country, in 1968-69 when agricultural 
production declined by 1.4 per cent, 
it was the increase in industrial pro¬ 
duction by 6.3 per cent that helped 
sustain our national income. 

Pampering Labour 

As for productivity, one cannot but 
despair seeing the systematic pampering 
of industrial labour by the government 
on the one hand, and the refusal of 
labour to accept any suggestion like 
productivity bargaining, on the other, 
to link increases in wages to higher pro¬ 
ductivity, as also the unmitigated oppo- 
sition to the use of computers and other 
labour-saving devices even when there 
arc accompanying assurances that no 
retrenchment of existing workers would 
follow such use. 

To turn now to price stability. In 
the context of tlie recent upward trend 
in prices (5.5 per cent rise between 
November 15, 1969, and January 31, 

1970) and the imposition of indirect 
taxes to the tunc of Rs 115 crores. over 
and above the increases by the railways 
and the posts and telegraphs, the fur¬ 
ther large dose of deficit financing (esti¬ 
mated at Rs 22.5 crores hut certain to 
go up further eventually) cannot but 
occasion concern, notwithstanding the 
Prime Minister’s conplacent remark 
that this deficit “should nor cause con¬ 
cern in view of the present favourable 
supply conditions in regard to food- 
grains.” It may be recalled lhal, whilst 
framing even the third Plan proposals, 
the Planning Commission had warned 
against any higher deficit financing than 
Rs 850 crores over a five-year period. 
Already we have had a deficit financing 
of Rs 290 crores in 1969-70, which 
means that, over just a two-year period, 
alone, we have already gone in for a 
deficit financing of Rs 500 crores as 
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now estiniat«d; if tax revgnues do not 
rse as the governmnit expectsi,^ as many 
fear, the resulting rise in deficit financ¬ 
ing, together with deficit financing in¬ 
dulged in by the states, is bound to 
have disastrous consequences on our 
price structure. 

The structure of prices is also in¬ 
fluenced by the extent of monetary 
discipline practised by state govern¬ 
ments. Monetary discipline on the 
part of our state governments 
is, if anything, conspicuous by 
its absence. Yet, for political reasons 
presumably, the centre not only re¬ 
frains from rapping them on the head 
for any indiscipline but actually pam¬ 
pers them, even as it behaves vis-a-vis 
the heavily losing public sector projects, 

Afler giving more assistance than 
before, it entertains the pious hope that 
they will not have recourse to unautho¬ 
rised overdrafts from the Reserve Bank. 
In the 1970-71 budget, for instance, the 
states are to get Rs 775 crores by way 
of non-plan assistance to enable them 
to carry out their plan schemes in addi¬ 
tion to a special assistance of Rs 175 
crores to cover gaps in resources. At 
the same time, plan assistance to states 
also IS Rs 20 crores higher at Rs 635 
crores. In spite of the addition of Rs 
470 crores besides what they will get 
fay way of their share of central taxes 
and duties (in 1969-70, the states re¬ 
ceived Rs 104 crores more than the 
budget estimates), it cannot be definitely 
asserted that they will fulfil all their 
plan schemes. For, to do that, i.e. to 
meet their total plan outlay in the year 
of Rs 1,150 crores, the states will have 
also to raise additional resources on 
their own to the tune of Rs 200 crores. 

At the rate at which one state after 
another is coming out with deficit 
budgets, it is on the cards that they will 
nor be able to raise this additional Rs 
200 crores, which means that there will 
be further deficit financing to the extent 
that they fall short of this target. 

The government has claimed that 
one of the central objectives of its de¬ 
velopment plans's to create more em¬ 
ployment and swears by them as the 
main instrument for increasing etrploy- 

On stream shortly. 
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ment opportunities. It also speaks of 
certain specific orientation in many 
its new schemes, in parriticidar those in 
rural areas. But we are not told i n 
concrete terms what the additional 
employment opportunities are going 
to be like as a result of all these. 

Whatever juggling the authorities 
may indulge in to underestimate 
the extent of unemployment, this 
problem is something which is so 
patent that no one is going to be 
fooled. Tt is ironjcal that, though 
the 1.9 pa cent increase in total em¬ 
ployment in 1968-69 was contributed in 
the main by 'he larger establishments 
(according to official sourcex only), these 
are the agencies that are now sought 
to be prevented, in the name of 
monopoly and concentration cf wealth, 
to expand further. 

Ravealiog Details 

As for returns from public sector 
undertakings which have now reached 
commanding heights, the references to 
the working of public undertakings, 
both departmental and non-depari- 
mental also both central and state, in 
the Ecommic Survey are revealing. 
It has been admitted, for instance, 
that the financial returns of a large 
number of these undertakings are “still 
unsatisfactory”. In 1967-68, the finan¬ 
cial results of only the 55 running con¬ 
cerns . including Hindustan Steel, dis¬ 
closed a net loss of Rs 35 crores. Exclu¬ 
ding Hindustan Steel, the result was a 
net profit of Rs t.'* crores on a total 
outlay of Rs 2,009 crores! For the year 
1968-69, the latest available estimate is 
a return of 4 3 per cent (ratio of gross 
profits to capital employed). 

The latest balance of payi^nts posi¬ 
tion is nc doubt better than in previous 
years and with the Special Drawing 
Rights facility also available since 
.January last, there may not be any 
immediate pressure, but *f one bears in 
mind the fact that it was not sc much a 
spectacular rise in exports as a sizable 
fall in imports that contributed to the 
improvement, as also the distinctly 
larecr imports that are likely to flow in 
1970-71. if only to sustain a higher 
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rate of iodustrwl prodtietkiii, one would 
not allow oneself, not oven absent-nund- 
ediy to take acomiriaoent view of the 
position, ft is in this connexion 
that what the Finance Minister i^atnis 
to have done to encourage etmrts be¬ 
comes important. The main beMficia- 
riesare only two of our traditional 
commodities, tea and jute, but even hero 
the jute industry has not received the 
fhli measure of relief needed by it to 
compete in the world markets with 
its counterpart in Pakistan. 

Since the present Finance Minister 
was primarily responsible for the de¬ 
valuation decision, it was expected that 
she would seize th’s opportunity of 
undoing the avoidable harm to many 
of our export industries by saddling 
them with onerous expori duties in the 
wake of devaluation. Unless the autho- 
riries realise that it is unwise, in the 
highly competitive conditions that ob¬ 
tain in the world markets today, to rely 
on export duties either to raise resources 
or even to restrain conspicuous con¬ 
sumption, the chances of our exports 
rising in a big way must be ruled out. 

Cracial Problem 

The sky is the limit for investment in 
India as Dr Brahmananda has stated. 
Bur the crucial problem is how to in¬ 
duce and mobilise the requisite savings. 
The picture presented by the Economic 
Survey in th>s behalf is not at all en¬ 
couraging, in that the ratio of public 
saving to national income has gone 
down from 3.2 per cent in 1965 to one 
per cent in 1969, and this is amply 
home out by the relevant investment 
indicator also. To take but one of them, 
viz., the index of capital goods imports, 
there has been a fall of 50 per cent 
from74 (base 1965-66—100) in 1966-67 
to SO per cent in 1969-70. It remains to 
be seen whether the reversal of Mr 
Moraiji Desai’s cheap money policy 
which Mrs Gandhi has attempted wiu 
make for higher rate of growth in in¬ 
vestment. To ensure it, the Finance 
Minister should also have had a took 
at other inniblt ing factors to investment. 
Instead, some of her proposals have the 
effect, it is feared, of retarding.rather 
than nitnfordng investment. 


TAMILNAD Cement Factory being set up 
at Alangulam Ramanathapuram District 
will commence producing portland cement 
shortly. 


A belter quality protland cement, .con- homes or hospitals farms, or factories, 

forming to IS Specifications. Whidi dams or bridges. Or for that matter 

means to you : better and stroiwer build- any constructional activi^, 
ings ... .big or small.for 


For further information : 
Contact: 


Tamil Nadu Industrial Development Corporation limited 

iAn undertaking of the Government of Tamil Naekt) 

Post Bao No. 5205, ISO-A, Mount Road, MADRAS-2. 
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Stability as well as Social Justice 


Frcsenting the budget of the Government of India for 
1970*71 in Parliament on February 28, the Prime Minister and 
Minister of Finance, Mrs Indira Gandhi, said that social, 
economic and political stability was not possible without 
the growth of productive forces and the augmentation of 
national wealth. She listed a number of measures which 
the government proposed to take in order to combine growth 
with a greater regard for the welfare of the most needy sec¬ 
tions of society. At the same time, she outlined the new 
schemes being initiated by the government in order to tap 
rural savings. The full text of Part “A” of her budget 
speech follows : 

1 rise to present the Budget for the year 1970-71. The annual budget 
is the most important instrument through which we implement our su¬ 
ccessive Plans for development Before I proceed to delineate the broad 
features of our mesent economic situation and of the budget, 1 should 
like to spell out briefly the main ingredients of government’s approach. 

It is generally accepted that social, economic and political stability 
is not possible without the growth of productive forces and the augmen¬ 
tation of national wealth. Also, that such growth and increase in wealth 
cannot be sustained without due regard to the welfare of the weaker 
sections of the community. Therefore, it, is necessary to devise policies 
which reconcile the imperatives of growth with concern for the well-being 
of the needy and the poor. Measures have to be devised which, while 
providing welfare, also add momentum to productive forces. Any 
severance of the vital link between the needs of growth and of distri¬ 
butive justice will produce stagnation or instability. Both must be 
avoided. 

Strategy of Deveiopiiient 

The provision of adequate employment opportunities is not just a 
welfare measure. It is a necessary part of the strategy of development 
in a poor country which can iU-afford to keep any resources unutilised 
or under-utilised. Greater attention to dry farming areas is not merely 
to avoid inequalities in the rural areas. It is also an essential part of any 
programme to achieve sustained increases in agricultural production. 
Encouragement to small enterprises and to new entrepreneurs is vital 
to build up fflinagerial and entrepreneurial talent wh ich is all too scarce 
today. Without some restraint on urban land values and individual 
ownership of urban property, we cannot adequately develop housing and 
other amenities necessary to wrest the maximum benefit from the vast 
productive investments already made in our over-crowded towns and 
cities. The weaker sections of the society are also the greatest source 
of potential strength. We cannot provide for all the urgent needs of 
society with our limited resources But a balance has to be struck bet¬ 
ween outlays which may be immediately productive and those which 
are essential to create and sustain a social and political framework which 
is conducive to growth in the long run. 

Economic conditions in the country at present permit and indeed 
require a more vigorous effort to stimulate growth. During 1959-70 
the flrst year of the fogrth Plan* there is evwy likelihood of achieving an 
overall rate of gcowtli of 5 to. 5t per cent. The modernisation of Indian 
agriculture is well on its way; and it has led to a substantial recovery in 
industrial production. There has been a welcome increase in foreign 
exchange reserves; and the general level of prices over the past two years 
has been relatlw^ stable. At the same time, it is necessary to set up 
new capacity in a number of fields in order to sustain growing levels of 
conauoiption» exports and emplorm^At. 

If tta opportunities for growtht which are now available* are to be 
seiaed feUyi life central nfld ifeffe govemments must nudee adaqimte 


provision for developmental outlays in the coming year. Private invest¬ 
ment in agriculture, small industry and construction has been buoyant 
for some time now: and there is a revival of interest in investment in 
organised industry. A decisive increase in Plan outlay in the public 
sector wilt also stimulate productive investment in the private sector. 

Apart from providing for a significantly higher Plan outlay, the budget 
for 1970-71 makes special provision for a number of schemes which 
combine an element of social welfare with future growth potential. It 
is with this positive approach to problems of growth with stability and 
social justice, that we have sought to give new emphasis and a new sense 
of urgency to economic policy in recent months. The nationalisation of 
banks, for which there is overwhelming support in this Honourable House 
and the country at Igrge, will, i am sure, be soon put on a stable footing. 
The Monopolies Act and the decisions that the government have already 
taken in the light of the recommendations of the Industrial Licensing 
Policy Inquiry Committee should help to avoid the concentration of eco¬ 
nomic power and provide encouragement to small and new entrepreneurs. 
At the same time, well-established industrial companies will be able to 
participate in the core sector and in industries with export orientation. 
It has also been decided that government as well as financial institutions 
should assume special responsibility to promote industrial development 
in selected backward areas. The fourth Plan, as it is now being revised, 
will take particular care to look after some of the urgent socio-economic 
requirements, such as the development of suitable techniques for dry 
fanning areas, greater employment opportunities for landless labour, 
the adequate supply of drinking water and the improvement of urban 
environment in many of our congested metropolitan areas. 

According to revised estimates, the deficit at the centre for 1969-70 
is now estimated to be Rs 290 crores as against the budget estimate of 
Rs 254 crores. The transfer to state governments, on account of their 
share in central taxes and duties, has increased by Rs 104 crores over 
the budget estimates, largely as a result of the Finance Commission’s 
award. A substantial provision of Rs 275 crores by way of non-Plan 
assistance to the states bad also to be made so as to enable them to carry 
out their Plan programmes. As a result of continued decline in imports, 
collection under import duties and disbursements under external aid are 
not likely to come up to budget estimates. On the other hand, collec¬ 
tions under income-tax and non-tax revenues and receipts from market 
loans will be larger. 

Special Asilstaiice 

Since several states continue to have gaps in resources, it would be 
prudent to provide in advance for special assistance to them. Accor¬ 
dingly, it is proposed to provide Rs 175 crores in the budget next year 
to cover the gaps in the resources of certain states since otherwise it would 
be difficult for them to undertake worthwhile Plan programmes. Pro¬ 
vision for Plan assistance to the states is also being increased from Rs 615 
crores this year to Rs 635 crores next year. If state governments are 
able to raise additional resources and keep a careful watch on non-Plan 
expenditure, it should be possible for them to increase their Plan outlay 
from roughly Rs 950 crores this year to about Rs 1150 crores next year, 
i.e, an increase of the order of 20 per cent. 

' It is proposed to raise central Plan outlays, including those on central¬ 
ly sponsored schemes, from Rs 1223 croreii this year to Rs 1411 crores 
next year, ie, by roughly 15 per cent. The centre’s Plan next year 
provides Rs 39 crores more for agriculture and allied programmes, Rs 84 
crores more for transport and communicattons, Rs 31 crores more for 
power and Rs 28 crores more for social Services, including family 
iming. The Plan outlay of the union territories is also being augmented 
from Rs $$ crores to Rs 76 crores. 

Taking the centre, states and the union territories together, the Plan 
outlay Witt increase from Rs 2239 crores in 1969-70 to Rs 2637 croresin 
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1970-71, i.c. by about Rs 400 crores. At this stage, this represents a 
substantial effort to acedterate the pace of development. In adddition 
to the Plan provisions made In the budg^, institutional finance to assist 
industry and agriculture will also be mobilised on a larger scale next 
year. With the considerable step up in Plan outlay and the increas^ 
provision of institutional finance, there should be significant increase in 
employment opportunities in the coming yahr. 


programmes of rural development which will be given special em¬ 
phasis, with the help of Plan provisions and institutional finance, are 
summarised in a memorandum which is being separately circulated to 
Honourable Members. This memorandum also outlines some of the 
new initiatives which we propose to take in order to combine growth 
with a greater regard for the welfare of the most needy .sections of society. 

1 shall, therefore, refer to them only briefly here. 

(a) Special schemes for small farmers are being taken up in 45 
dwtricls and research on dry farming techniques is being 
accelerated. 

(h) It is proposed to provide next year a sum of Rs 25 crores for 
selected rural works programmes particularly in areas which 
are prone to famine. This provision will be outside the Plan 
and will form part of the amount set aside for drought relief 
during the year. 

(c) An Urban Development Corporation with an authorised share 
capital of Rs 10 crores is being set up* The Corporation will 
borrow in the market to supplement its share capital and to 
set up a revolving fund for financing activities, such as slum 
clearance, housing and urban land development. 

(</) A substantial provision has been made in the fourth Plan for 
the supply of drinking, water. I have written to the Chief 
Ministers that the bulk of this provision should be used to pro- 
\ido drinking water to those areas which have no easy access 
to this basic requirement rather than to improve existing faci¬ 
lities in bigger towns. 

(e) To provide more comprehensive benefits to industrial workers, 
who are liable to pay contribution to the Employees Provident 
Fund at the rate of 8 per cent of their pay, it is proposed 
that a part of the contribution of employers and employees 
should be supplemented by a contribution from the govern¬ 
ment to make up a separate fund from which family pension 
as well as a lump sum payment in the event of death will be 
provided. 

(f) The minimum pension as also family pension for central 
government employees is proposed to be increased to Rs 40 
|icr month. This decision will apply to those receiving pen¬ 
sion at present as well as to those entitled to pensions in 
future. For industrial cmpU»yees also, the scheme, to which 
I referred earlier, provides for a minimum family i>cnaion of 
Rs 40 per month. 

Xo supplement existing schemes for school-feeding and the 
like, a beginning is being made with a programme to meet 
the nutritional requirements of the age group 0 - 3. A pro¬ 
vision of Rs 4 crones is being made in the budget for chil¬ 
dren in tribal development blocks and in city slums. From 
time to time, iJic programme will be extended with the help of 
specially designed schemes to raise additional resources. 

At the existing rates of taxation, revenue receipts arc likely to in¬ 
crease from Rs 3587 crores this year to Rs 3867 crores next year. After 
allowing for statutory transfer to the states, the revenue receipts available 
to. the centre will increase from Rs 2965 crores to Rs 3167 crores. 
venue expenditure next year f.s expected to increase by Rs 176 crores, 
of which Rs 68 crores i$ on Plan schemes and Rs 108 crores on non- 
PUm items. Total non-Plan expenditure has been restricted to the 
minimum and will increase by about 4 per cent. 

Uofioitrable Members will also be glad to note that the internal re- 


soureea of public sector eotesiirises. whicJi Ms 4vai^ ea* 

pansiofi, will increase firom Rs lfi2 orpm this year tc^ Ra WZ crores 
next year. Market loans are estimated at R$ ld2 crores tint year as 
against Rs 141 crores in the current year. Receipts Uf^ PI 480 and 
other food idd^ inqliidiits some on revenge account, are ej^pbeted to dec* 
line from ks 239 crores this year to Rs 161 crores in 1970-71. Receipts 
under other aid should be more or less of the same order as this year. 
Taking account of all other items, including the provision for the Plan 
and for special assistance to the states outside the Plan, the capital account 
will show a deficit of Rs 365 crores. The revenue account is expected 
to show a marginal surplus of Rs 15 crores 

Rural SaTlngs 

With growing prosperity in rural areas, it has become all the more 
important to tap rural savings for further development. Schemes to 
mobilise savings for a specific purpose are likely to have greater appeal. 
A model scheme of debentures to be issued by state-sponsored institu¬ 
tions has, therefore, been prepared and it is hoped that rural debentures, 
floated in accordance with the scheme, will be an additional instrument 
for the orderly mobilisation of rural savings. The extension of banking 
to rural areas will serve the same purpose. Even today, our postal sys¬ 
tem extends to many areas which cannot be covered by banks in the near 
future. The postal system, therefore, also needs to be harnessed for 
greater mobilisation of savings. At present our small saving^ schemes, 
including Post Office Savings Bank accounts, offer facilities for savings 
with a number of tax concessions. These tax concessions, however, are 
not of much interest to the rural population or to low income groups, 
which, by and large, are not subject to taxation of income. To tbm 
groups, a higher rate of interest would be more attractive than a lower 
rate with corresponding tax concessions. Accordingly, it is proposed to 
introduce a new series of time deposits, recurring deposits and savings 
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ATTENTION: INDUSTRIAUSTS. 

INVEST IN n.P. ENSDBE YODR PROSPERITY. 

U .P. OFFERS THE BEST INCENTIVES FOR 
SEHING UP INDUSTRIES. 


U.P. Small Imliistries CorporatiM. 

—Offers hire purchase facilities on most easy terms. 

—Raw Material depots at convenient location. 

—Assists Small units in Government purchase programmes. 

U.P. Financial Corporation. 

—Margins specially reduced to 25 % for Small units for loans upto Rs. 3,50,000.00 
—Assistance tailor made for individual needs. 

-Application forms simplified considerably. 

—Disposal of applications within two or 3 months. 

—Margins reduced for medium scale Industries to 40%. 

—Special Schemes of assistance for Technician entrepreneurs with no restriction on securities or debt 
equity ratios. 

U.P. State Industrial Corporation. 

—Underwites shares of Public Limited Companies. 

—Plots in Industrial Areas on IQ years instalment facilities with only 10% down payment Developed 
land available in Industrial Areas of Bareilly, Ghaziabad, Kanpur, Gorakhpur, Hardwar, Naini 
and Lucknow. 

U.P. Export Corporation Ltd. 

—Offers you Financial Assistance to execute your export orders. 

—Assists you in the Documentations of your order. 

—Any other assistance reouired to clear the smooth export of your products. 


For Detaik Enquire From : 


Managing Director, 

U.P. Small Industries 
Corporation, Civil Lines 
KANPUR. 

Phones : 69146/66401 


Managing Director, 

U.P. Financial Corpora- 
tion, 7/154 Swaroopnagar, 
KANPUR. 

Phones : 66652/64723 


Managing Director, 

U.P. State Industrial Cor¬ 
poration, Post Box 
No. 413, G.T. Road, 
KANPUR. 

Phones : 672ZV62K7 


Managing Director, 

U.P Export Corpn. Ltd. 
Udyog Bhawan, 

G.T. Road, 

KANPUR. 

Phones : 64139/60983 
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oectificaties which wiU carry higher rates of interest without' any special 
tax ecmoessiotts. The tnesent tax-free faeilitles wiU abo be conttnued 
with slightly higher rates of interest. The rates of interest on coiitribu< 
tions to the Central Provident Fund and the Public Provident Fund are 


also being enhanced slightly. I shall have occasion later to refer to some 
changes in our direct tax structure, which are designed to promote higher 
savings* A memorandum giving the full details of all these changes is 
being separately circulated. 


Towards Self-Rofianco 


Thb budget proposals for 1970-71 envisage additional 
taxation equivalent to Rs 170 crores of which Rs 125 crores 
will accrue to the centre and Rs 45 crores to the states. Sum¬ 
ming up the new taxation measures, the Prime Minister 
and Minister of Finance, Mrs Indira Gandhi, said that the 
full effects of the changes in direct taxation would be felt 
in subsequent years. The gains to central and state reve- 
nucs, she said, would be larger even without allowing for 
the normal growth factor. 

The following is the full text of Part “B” of her budget 
speech : 

The expenditure proposals for 1970-71 ^^hich 1 have just presented 
have been aimed at stimulating growth while providing for some mea¬ 
sures of social welfare for the less privileged sections of the community. 
The same considerations of growth with social justice must govern the 
manner in which resources arc raised to meet the requirements of govern¬ 
ment. 

In a country like India, where government assumes the major part 
of the responsibility for the promotion of [capital formation, the govern¬ 
ment budget should yield a substantial revenue surplus to take care of a 
part of the needs on capital account. This is all the more so at a time 
when net receipts under foreign aid and concessional imports of food- 
grains are declining in keeping with our objective of achieving self-re¬ 
liance in the shortest possible time. At existing rates of taxation, the 
revenue account for 1970-71 will yield only a nominal surplus. The ratio 
of taxation to national income in India is among the lowest in the world 
and over the recent past it has declined from the level of a little over 14 
per cent which was already reached in 1965-66. There is thus need to 
enlarge the tax base, so as to meet adequately the continuing require¬ 
ments of growth and social welfare. 

Cwbiiig Evasion of Taxes 

In enlarging the tax base, our first concern must be (to ensure that the 
taxes which are idready levied are not avoided or evaded by devices which 
just manage to keep on the right side of the law. Accordingly, 1 have 
tried to plug some major loopholes in our tax system and to withdraw 
some of the concessions which have outlived their utility. Taxation is 
also a major instrument in all modem societies to achieve greater equali¬ 
ty of incomes and wealth. It is, thetefore, proposed to make our 
direct tax system serve this purpose by increasing income taxation at the 
higher levels as wdl as by substantially enhancing the present rates of 
taxation on wealth and gifts. Because of the urgent need to restrain 
speculative increases in urban land values and individual holdings of 
urban property, the taxation of urban land and buildings is being subs¬ 
tantially increased. At the same time, the concessions available at present 
to stimulate savings are being rationalised, so as to make them more 
effective. Some marginal relief in direct taxation is also proposed for 
low income groups. In keeping with the need to stimulate higher pro¬ 
duction and investments no significant change in corporate taxation is 
prt^posed. 

Nearly 75 per cent of central tax revenues are derived from indirect 
taxation, j.e„ from customs and excise duties. Any attempt to impart 
gfeater strength to the fiscal system, therefore^ cannot disregard the 
scope for inecease in indirect taxation. The proposals in this field are 
detignfid primanly to lalj^ addiqoiial resources in a manner which helps 
our progmta towards ssff-reliaiiice and Ipstcains the consumption of eer- . 
tala:oonimodMbs. Sudt restraint is neoessasy from the economic of the 
iocild poiot of view. By large, the motional taxation qf invest* 


ment goods or producer goods lias been avoided and the bulk of tho 
increase is in respect of final consumer goods. Wherever it has been 
necessary to touch items of common consumption, an attempt has been 
made to safeguard the consumption of the poorer sections of tho 
community to the maximum extent possible. 

The marginal rates of income taxation will be increased progressively 
on all personal incomes above Rs 40,000 per year. With the addition 
of the surcharge at 10 per cent, the maximum rate of 93 5 per cent will 
now be reached in the slab over Rs 2 lakhs as against 82 *5 per cent in 
the slab over Rs 2 lakhs at present. 

Simultaneously, the existing rates of ordinary wealth tax are being 
enhanced. At present, these rates vary from 0 5 per cent to 3 per cent. 
They will now vary from 1 per cent at the lowest slab to 5 per cent at the 
highest slab. For the individual, who derives his entire income from 
wealth, the combined effect of income and wealth taxation, as now pro¬ 
posed, will impose an effective ceiling on income after tax, when such 
income reaches approximately Rs 25,000 per anntun. On the other 
hand, there will be an inbuilt incentive in favour of earned incomes. 
When income is wholly earned, for example, there will be no absolute 
ceiling, as the highest marginal tax of 93 S per cent will leave some room 
for incratise in income after tax at all levels. 

Ceiling on Urban Property 

Honourable Members are aware that we are at present examining 
practical means of imposing a ceiling on urban property. While tho 
legal and other aspects of the matter are being examined, it is proposed 
to increase the additional wealth tax on urban lands and buildings, so 
that the objective of a ceiling on urban property is achieved, at least in 
part within the framework of the power already available to the Centre. 
At present, the additional wealth tax on urban lands and buildings is 
leviable, in the case of individuals and Hindu undivided families, on the 
value of lands and buildings situated in cities and towns with a popula¬ 
tion exceeding one lakh and with an initial exemption ranging from Rs. 4 
to Rs 7 lakhs in different categories of cities. The tax h leviable on the 
balance at rates ranging from 1 per cent to 4 per cent. The maximum 
rate is reached when the value of urban lands and buildings exceeds Rs 
19 to Rs 22 lakhs. It is now proposed to levy a tax of 5 per cent on the 
value of urban lands and buildings in excess of Rs 5 lakhs and at the rate 
of 7 per cent on the value in excess of Rs 10 lakhs. No distinction will 
be made in regard to the exemption on the basis of the population of the 
area, in which the properties are situated. The definition of an urban 
area is also being enlarged to include areas within the limits of any mu¬ 
nicipality or other similar authority having a population of 10,000 or 
more, with powers to cover by notJEcation areas up to 8 kilometres out¬ 
side such limits. Business premises will continue to be excluded from the 
proposed levy as at present. However, guest houses maintained by those 
liable to pay this tax will not be reckoned as business premises. Pro¬ 
visions are also being made to prevent avoidance of the tax by transfer, 
from individual or joint Hindu family ownership, to ownership by part¬ 
nership firms, associations of persons and closely held companies. Ano¬ 
ther measure which is intended to serve a similar purpose, provides for 
the taxation of capital gains arising from the sale or transfer of agricul¬ 
tural land situated within urban areas. 

^ One of the major devices leading to tax evasion and avoidance is the 
creation of private trusts. At present discretionaty trusts are taxed on 
their income and wealth, at the rates applicable to individuals. These 
lower^tes lead to the proliferationi of such trusts. It is proposed. that 
in future, discretionary trusts would be taxed at a flat rate of 65 per cent 
on thek incomes and 1 *5 per cent on their wealth or at the rates applt- 
cab^ ip tl|e case of individuals, whichever is higher. Provision is, how- 
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ever, being made for exemption from the$e flat rates for certain catego¬ 
ries of existing discreiidnaiy trusts. 

In the case of charitable and religious trusts, exemption from tax 
would be allowed only in respect of incon'ie actually applied to the pur¬ 
poses of the trust in the same year, or w^^hin three months of the close 
of the year. Further, the exemption will bl forfeited altogether if the 
trust funds, constituting its corpus or income, are invested in a concern 
in which the author or founder of the trust or any of his relatives is subs¬ 
tantially interested and the amount of the investment exceeds S per cent 
of the capital of that concern. These provisions wiil curb the use of the 
funds of charitable and religious trusts to acquire control over industry 
and business. Some changes are also being made to prevent indirect 
benefits being etxjoyed by the authors or founders of such trusts. On 
the other hand, the present complete exemption from tax. which applies 
to universities and other educational institutions, >vill also be applied 
in the case of hospitals and other similar institutions. 

At present, one residential house is exempted from wealth tax, irres¬ 
pective of its value, if it is situated in a place with a population not ex¬ 
ceeding 10,000. For houses situated in larger towns, the monetary limit 
for exemption is Rs 1 iakh. The monetary limit of Rs 1 lakh will ^now 
be applied unirorml> irrespective of the location of the residential house. 

Gift Tax Revised 

The rates of gift tax are also being revised to bring them more in line 
with the rales of estate duty and the present exemption limit of Rs 10,000 
in respect of gifts made during a year is being lowered to Rs 5,000. 

Those who are united in Heaven should not be put asunder by a 
mere tax collector. On this view, the income and wealth of husband, 
wife and minor children should be aggregated for purposes of income 
and wealth taxation. But in matters like this, enforce dunity sometimes 
leads to sharper division. It is, therefore, proposed to examine the 
matter in greater detail and to bring forward the necessary legislation 
subsequently, giving opportunity for discussion in this House and out¬ 
side. 

At present, income up to Rs 1,000 from investment in the Unit Trust 
and up to'another Rs 1,000 of dividends on shares in Indian companies 
as well as the whole of the interest earned on a number of small savings 
schemes and Post Office savings accounts is exempt from income-tax. 
There is no season why a distinction should be made between such invest¬ 
ments. and investments in other financial assets, such as securities of the 
central or state governments, approved rural debentures, deposits in 
banking companies, co-operative banks and land mortgage or land 
development banks and the new small savings scheme and Post Office 
deposits accounts which are not to enjoy any special tax concessions. 
It is, therefore, proposed that income up to Rs 3,000 will be exempt from 
income-tax, provided it is derived from investments in Unit Trust or 
sliarcs in Indian compaiiies or any of the other categories which I have 
just mentioned. The exemption in respect of small savings schemes 
and Post Office savings accounts, where special tax concessions are 
available, will continue to be available additionally. 

Similarly, it is proposed that, apart from the present general exemp¬ 
tion of Rs I lakh in the case of individuals and Rs 2 lakhs in the case of 
Hindu undivided families and a residential house up to the value of Rs 
J lakh, investments in a wide variety of financial assets up to a total of 
Ks J '5 lakhs will be e.xompt from wealth tax. Even today, investments 
in specified small savings certificates, Post Office savings accounts and 
five-year fixed deposits with the central government are exempt from 
wealth tax and any one who takes the maximum advantage of these pro¬ 
visions can claim exemption up to Rs. 1-2 lakhs. The enlarged limit 
Rs I '5 lakhs will now include investments in the Unit Trust, shares of 
Indian companies, securities of the central or state governments, appro¬ 
ved rural debentures, tlie new small savings schemes and Post Ofl^ 
deposit accounts and deposits in banking companies, co-operative banks 
and land mortgage or development banks. 

On the other hand, in view of these generalised provision^ to encourage 
savings, there is no reason to continue the scheme of tax credit certjfi- 
catds in respect of investments in new equity issues. Those will accor¬ 
dingly be discontinued in relation to new equity issues after 3181 March 


1970* Existing concessions regarding contributions to life iasuranoe, 
provident funds, etc , wfll continue. 

Suggestions have been made, from time to time, that the exemption 
limit for incoem-tax should be raised as a measure of relief to lower in¬ 
come groups and in the interest of better tax administration. It has been 
urged that by removing a large number of small assessecs from the scope 
of income taxation, income-tax officers will have more time to devote to 
larger cases where the gain to revenue would be correspondingly greater. 
In a poor country like ours, the present exemption limit whidi varies 
fromRs 4,000 to Rs 4,800 in accordance with the number of dependents, 
cannot be considered unreasonably low in relation to the average level of 
income in the country. At the same time, there is considerable force 
in the argument that tax administration would improve if income-tax 
authorities did not have to devote so much time to smaller cases. Faced 
with this dilemma, 1 have dcx:ided to appeal to the higher court of family 
planning and I propose to do away with the present system where exemp¬ 
tions related to the number of dependents. In future, a uniform exemp¬ 
tion limit of Rs 5,000 will apply in the case of all non-corporate assessees 
irrespective of whether they are married or have any chil^rn. This will 
make for greater administrative simplicity and give a small beneflt to all 
income-tax payers. The relief will be naturally greater for those who 
continue to seek relief from matrimony or parenthood as welt. The 
change in respect of the exemption limit would involve some lo.s$ of re¬ 
venue. But I have taken no debit for it as it should be more than offset 
by the improvement in tax administration resulting from greater concen¬ 
tration on cases involving the bigger assessecs. 

It is also proposed to provide a minimum deduction of Rs" 20*per 
montli in lieu of tlie cost of travel to work to all salaried assessecs. At 
pr^nt, deductions ranging from Rs 5 per month to Rs 250 per month 
arc permissible for people who travel to work on a bicycle, motor-cycle, 
scooter, moped or a motor car. The deduction of Rs 20 per month 
would be available to those who travel to work on a bicycle or by public 


ea VEA1R& \r ABJUTG SEZRTTICIS 
XO XMfEl 

(1901-1969) 

We pioneered in the field of Pharmaceutical and chemical 
Industry in the Country and onr lines include : 

Pharmacenticals ft Fine Chemicals: 

Diabinol ft Fenobinol (Anti-diabetic), Isoniazid, Antibcn 
ft Isoniapas (anti-tubcrcular, Novotrone ft Novophone 
(Solapsone Dapsone B.F.) (antileprotic), Sera, Vaccines, 
Injectables and fine Chemicals e.g. Caffeine, Nikethamide 
B.P. and various other laboratory and reagent quality 
chemicals and solutions etc. 

also 

Surgical Cottons ft dressings. Sanitary napkins etc. 

Heavy Chemicals: 

Acid Sulphuric-—All grade including Battery grade, Acid 
Hydrochloric, Acid Nitric—All grade. Alumina Ferric, 
Alum (Ammon)* Aluminium Sulphate (Iron Free), Copper 
Sulphate, Chrome Salt for Tannery, Ether Solvent, Ether 
Anaesthetic, Maj^esium Sulphate l.P. ft Commr. grade, 
Magnesium Trisilicate, Metallic Stearates, Sodium Thiosul¬ 
phate (Hype) Photographic ft Tannery grade. Zinc Chlo¬ 
ride—All grade including sticks. Zinc Carbonate, Coal 
Tar ft Pitch. 

Toilet I^ttcts: 

Superior quality Toilet Products e.g. Hair Oils, Toilet 
& Medicinal Soaps, Face Creams, Body ft Face Powders, 
Perfumes, Tooth Powder and Paste etc. 

Enquiries from resp^table business houses with bank 
references arc cordially invited. 

BENGAL CHEMICAL ft PHARMAOBUIKAL 

WORKS LTDm 

OMest Indian Manufaetnrmof Ptanrmno^ ft CSkeniici^ 
6, Ganesh Chunder Avenue, Calcutta**!3 (Ind^), ^ 
Branches: Bombay, Kanpur — Depi^: I>elW> Madras 
Gram : lUtnQi'an 
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Oyer 2 /X^(X) 0 ^^^ 

Dashboard IhstrOnnents now safeguard, 
automobite movement in k«di> .. 


Uptil nom, ov«r 2.000,000 YENKAY/VDO 
dashboard instrumants have bean sup* 
pUad to the automotive industry. All 
models of trucks, cars, three^heelers, 
twO'wKeeiers, tradtors. compressors. 
Industrial and. stationery engines made 
in India have Y£NKAY/VOO dashboard 
instruments as original equipment Fdr. 
in them the manufacturers find exacting 
standards of accuracy, efficiency and 
long life. 

And no wonder. The YENKAY/VOO 
instruments are precision-made under 
licence from the world-famous West Qer* 
man firm. VOO Tachometer Werke. Adolf. 
Schlndilng. GMQH. 

The range Includes: Speedometers- 
Single and double pressure gauges* All- 
pressure gauges - femperature gaufM * 
Vacuum gauges - Fuel gauges * Tank 
units - Ammeters - RPM meters Fare 
maters - Tachographs - Hour maters - 
Brake switches * Oil pressure switches « 
Flexible drive shaft cables. 


ManulgcturgO by: 

INTWNATIONAL INSTRUMINTS MIVATf iTB* 
140 Ho»ur Rose, airt0«ler*-34 
Sow Sellino Astnts: 

AMOeiATtO TIIAOfS 
t. Hsyw Retd. isfioaisi«.V 



He's <nie of our best 
customers 


though 

he doesn’t know it 

yet 

When he grows up hell stop riding his pram 

( made from tubes we make) and have a worJd- 
amous bicycle fitted with the most comfortable 
saddle and a bright dynamo lamp, all of which 
we make. 

The power to light his home will come through 
one of the millions of transformers we help to 
make with our cooling tubes- 

The bus, car or train he rides will have steel 
tubes as part of it, which we produce hi every 
shape and sue for all such requirements. 

Comingtothinkof it, we will have much to do 
with his life, even considering what we make now. 

And our future growth? That’s for him to 
guide, for what we do is what would do him 
good, directly or indirectly. 


TBU-Wet BRWitMl lubiAf .ccld- 
rolMI MBCl strip, OlMMnd roU«r 
ehaiiu fbr bB»«y tad 
log Induiirks. end MRr»C cold 
roll-formed metal seoiions- 


Wbit wc make oom 
Itic world-famous Hercules, 

PhinSps. aod B.SA. mcles Which 
nava set siandarda of uoaquatled 
ihitliiy In over .1>5 countries; 

Kohlnoor snd Otand Champion 
cycles Tor the export giarketf. 

TkW'WsL Haw Steel l^s, 

Brampton eycle fittings, Olym- 
p^k. Pniciks end Hector saddles, 

Tl cycle chain* and Miller dyna¬ 
mo llghtini dris fOr the cycle 
lodusiry and tiade^/ . 

ttiiB iNVEstMCNf^ oPirmtAiyp. 

- 

BeirartI cod Ta t Bid i i d p ' 
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Miroh U. 


Did you help 
provide a roof 
for this family? 



Yes, you did, througb 
your Lie ^licy! 


[Thousands of people all over the 
country live in houses built with the help 
: of Lie funds. Funds of which your 
.premiums form a part. 

•iLIC has till now given crores of rupees 
in loans for housing schemes—taking 
concrete steps to build more houses, 
each building providing homes for 
many families. This is only one of 
its many Social Welfare Schemes. 

I When you take an LlC policy, you not 
only gain security but join bands in 
a vast endeavour for mutual benefit. 

ILIC assists through the following 
housing schemes: 


(1) Schemes for grant of loans on 
mortgage of Immovable Properttei. 

(2) “Own Vour Home” Scheme. 

(3) Scheme for financing of 
Co*operative Housing Societies formed 
by the Employees of UC. 

(4) Scheme for grant of loans to 
Individual Employees of the LIC for 
construction of their bouses. 

(5) Scheme for grant of loans to Publici 
limited Companies for purposes of 
Housing Schemes of their employees. 

(6) Scheme for loans to Co*op. Housing 
Societies of employees of Public Limited 
Companies for construction of nouses. 


UC'*"Toiir compaaioa in |w 
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ooimyBQo»orlvat)yollierfpo(fe. At the same time, the higher deduo** 
tioa of Rs 250 per month fer a motor car which UaiHJlktkbleta higher 
income groups is being reduced to Rs 200 per mon^ as there is no 
reason why those who presumably own a more expensive car should be 
given a larger deduction. On balance, the revenue loss from travel oon^ 
cession to the lower income groups would be met by theconesponding 
gain, from the reduction in the concession to the hi^ier income 
groim- 

• 

It has been decided to leave the present structure of corporate taxa¬ 
tion more or less alone in the interest of maintaining a stable climate 
for investment decisions. The only significant dumge is that all enter¬ 
tainment expenditure incurred in India in business and the professions 
will now be disallowed in computing profits. Similarly, expenditure on 
guest houses, other than holiday homes for the benefit of employees on 
leave, will be disallowed. Those who enjoy the hopitality of their bu¬ 
siness friends should now no longer find their sense of gratitude dimi¬ 
nished by the thought that a part of the hospitality is really paid for 
by the Exchequer. 

The combined effect of the increases in direct taxation in a full year, 
would be a gain to revenue of Rs 36croies. In fact, when the measures 
to plug loopholes such as the revised procedure for the taxation of trusts 
become fully effective, the revenue gain will be substantially larger. The 
additional revenue from wealth tax will become available only in 1971- 
72. The additional revenue from income-tax also will be available only 
in part during 1970-71 by vray of advance tax and deductions at source. 
Thus, despite the substantial measures of additional direct taxation, the 
net addition to the centre's resources from these changes in 1970-71 would 
be Rs 5 crores only. But it will rise to Rs 23 crores in 1971-72. The 
States will gain to the extent of Rs 10 crores in 1970-71 and Rs 13 crores 
in 1971-72. 

Indirect Taxation 

Turning now to indirect taxation it is proposed to abolish or reduce 
export duties on a number of items so as to maintain their competitive 
position in world markets. The duty on jute canvas, jute webbings, 
jute tarpaulin cloth and manufactures thereof is being reduced from Rs 
500 to Rs 200 per metric tonne. The most important change relates 
to tea, where the export duty is being abolish^ altogether. At the 
saTnetjme,theexdsedutyonlooseas well as package teas is being raised 
with the provision for ud/ii( 7 c rebate on exports at rates varying with the 
price of exported tea. On balance, the duty burden on the export of all 
teas will be reduced with a margin in favour of teas fetching a higher 
value so as to encourage the export of quality teas. The export duty 
reductions will mean a loss in revenue of Rs 9 *75 crores. 

In order to give impetus to import substitution, the import duty on 
machinery is being raised'^from 27 per cent to 35 per cent ad vaiorem* 
Thisincrease,however, will not apply to the machinery which is required 
for the initial setting up of projects, or for substantial expansion of exis¬ 
ting projects, whether in the public or the private sector. The import 
duty on motor vehicle parts, pharmaceutical chemicals and non-electrical 
iastruments, apparatus and appliances will be increased by 10 per cent 
od valorem* The duty on certain plastic material and nichrome and 
other electrical resistance wires will be raised from 60 per cent to 100 per 
cent ad valorem. 

Thereis a proposal regardingcustoms duties which is intended neither 
to replace imports by domestic production nor to produce revenue* In 
Order to curb conspicuous consumption and as a modest gesture of per¬ 
sonal, if not political, reconciliation, I propose to increase the duty on 
whisky, brandy, gin and wines. 

Indusive of additional duties corresponding to the changes in excise 
duties to which I will soon turn, the additional revenue from import 
duties will amount to Rs 29 <75 crores. Thus, the net gain in customs 
tevemie after adjusting the export duty loss will be Rs 20 00 crores. 

It has often been suggestdd dial the 8C<mo for excise taxation should 
^widened to include taxation at a low cate of about 10 per cent oh ptao* 
Really the w^ole Cange of fnanufactuied products. Without going that 
k it is proposed to levy a 10 per cent od miemm exdie duty bn a nhm- 

ot,ii»w itemi metal oontaioem. stMri^ 


plugs, stainless steel blades, slotted angles, iron safes and safe deposit 
vaults. The levy on office machines will cover items like typewriters, 
calculadngmadiines, cash registers, cheque-writing machines, computecs 
and intercom devices. The duty on metal containers will be confined 
to thoseintended for the packaging of goods for sale, including casks, 
drums, cans, gaa cylinders and rigid containers. The additional te- 
‘ venue from these nbw duties will amount to Rs 10 -40 crores. 

Similariy, among chemical products, duty at the rate of 10 per cent 
ad valorem will now be levied on calcium carbide, bleaching powder and 
sodium hydrosulphite and the present duty of 5 per cent on soda ash 
and caustic soda will be raised to 10 per cent. An excis^' duty of R< 300 
per metric tonne is also being levied on synthetic rubber. These changes 
will bring in an fulditional revenue of Rs 5-30 crores. 

A 10 per cent ad valorem duty was levied last year on prepared and 
preserved foods. The scope of the duty was, however, limited by noti¬ 
fication to preserved and canned fruits, jams, jellies, fruit juices, squashes 
and certain meat products. I propose now to remove the bias against 
fruits and meat by extending the scope of the levy to include products 
such as vegetable juices, synthetic syrups and sherbets, de-hydrated peas, 
malted foods, instant coffee, instant tea, jelly crystals, custard and ice¬ 
cream powders, biscuits, coco-powder, drinking chocolate, pasteurised 
butter, processed cheese, branded aerated waters, glucose and dextrose. 
I hope Honourable Members will not accuse me of liaving preferences 
of my own as, even under my proposals, aerated waters, biscuits, butter 
and clieese will be taxed only when manufactured with the aid of power 
and there will be total exemption from tax for baby foods and branded 
'deshi' ghee. These proposals will yield an additional revenue of Rs 
8.68 crores. 

The duty on sanitary ware and glazed tiles of porcelain will be raised 
from IS per cent and 10 per cent respectively to 25 per cent. The duty 
on room air-conditioners will be raised from 40 per cent to 53^ per 


CHEMPLAST 


RIGID 
PVC PIPES 
WITH 

MATCHING 

INJECTION 

MOULDED 

FITTINGS 


CNEMPlAST— on« of lirgaftl m«nu* 

laciwfffrs el rigid PVC pip«» <n India, eSer 
a wtd« rang« of pipna with Iniection* 
moulded Atlingt 

CHEMPLAST rigid PVC pipa» are Pighly 
reaiatartt to cbvimcaU and era tail. 
•«tingM<«h>ng. Tii«y pra eaay to handle 
and Inalall, being ona-aiath the walgtit ot 
ataal ptpai 

CHEMPLAST injacl>en>mouldad Sttinge 
pravani laahage and withtland highar 
praiaura than |ha pipa itaalf and thus 
guard againat bursting ot lOints. 
CHEMPLAST era aided bytha unmatchad 
tathmcal hnew-hew e< ihair coHaboratert 
e. F. Geednch Chamfeai Cempany, U.S.A. 
.-World laadars m PVC. 



Chemicals and Plastics 
India Liimited 

Ohuft Sutiding, Mount Redd, MadraeJI 
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ccat and a similar incroaae i$ also being made in respect of larger refri¬ 
gerators with a capacity exceeding 165 litres. The duty on parts of re¬ 
frigerators, air-conditionjSlg plants and machinery is also being raised 
from 53i per cent to 661 per cent. Components and machinery 
required for cold storage plants air-conditioning of hospitals ran by 
government, local bodies and public i rusts, as well as factory establish¬ 
ments will, however, be exempted from thi^cope of the increase. It will 
be seen that small size refrigerators will not be affected. I propose, very 
reluctantly, to withdraw the exemption in favour of television sets and 
impose a duty of 20 per cent ad valorem. The gain to revenue from these 
measures will be Rs 2 24 crores. 

In the case of aluminium, the existing specific duties are being re¬ 
placed by ad valorem duties. With a certain degree of rationalisation, 
this will produce an additional revenue of Rs 4 -70 crores The duty on 
rigid plastic boards and unsupported P.V.C. sheets is also being rationa¬ 
lised by transferring the incidence to the end product and this will yield 
an additional revenue of Rs 96 lakhs. 

It is proposed to increase the basic excise duty on polyester fibre of 

2 deniers or less from Rs 21 to Rs 25 per kilogram with a corresponding 
increase in special excise duty. The present nominal duty of 7 -8 paisc 
per sq metre on artificial silk fabrics which include rayon, nylon, 
terylene, lerycot and terywool fabrics is being replaced by ad valorem 
duty ranging from 3 per cent to 10 per cent. The duty will vary accor¬ 
ding to the value of tlic fabric and in the case of the cheaper varieties, 
whose wholesale price is less than Rs 2 50 per sq. metre, there will in 
fact be some relief as compared to the present position. I propose to 
make no change in relation to cotton fabrics with the exception of a minor 
measure of rationalisation, whereby certain fabrics at present taxed at 
specific rates, will be subjected to ad valorem levy. ITic proposals on 
synthetic fibre and artificial silk fabrics will yield an additional revenue 
ofRs 1.3‘78 crores. 

Restraint on Petrol 

The demand for petroleum products has been increasing very rapid¬ 
ly and it is necessary to exercise some restraint in the interest of saving 
valuable foreign exchange. It is also necessary to curtail the adulteration 
of diesel oil by kerosene, which has assumed substantial proportions, 
and to discourage the use of furnace oil as a substitute for other fuels 
such as coal. Accordingly, the duty on motor spirit is proposed to be 
increased by 10 paisc per litre, on superior kerosene by 2 paisc per litre 
and on furnace oil by 2 paise per litre. The additional excise duty on 
these three items will yield a revenue of Rs 39 *56 crores of which Rs 
21 36 crores will be in respect of motor spirit and Rs 9 - 2 crores in res¬ 
pect of kerosene. The increase in the duty on furnace oil will not apply 
to such oil used in coastal shipping and for electricity generation and there 
will be no change in the duty on inferior kerosene. Honourable Mem¬ 
bers will also note that the increa.se in the price of superior kerosene 
will be only modest, i.c., 3-5 i>cr cent. 

I am sorry that the smoker’s pocket has to be touched once again. 
The duty on cigarettes is being enhanced with the increase ranging from 

3 per cent to 22 per cent ad valorem depending on the value slabs. 
I'hc cheaper varieties of cigarettes will go up by only one or two paise 
per packet of 10 cigarettes. As.suming that tlic smoking community 
remains steadfast in its devotion, the additional revenue from this mea¬ 
sure will be Rs 13 -50 crores. 

As already mentioned, the excise duty on tea is being raised in order 
to release larger quantities for export particularly of quality teas. There 
will be no increase in the duty on loose tea produced in zone one and 
only a marginal increase of 10 paisc per kilo on teas produced in zone 
two. For other zones, the increase varies from 45 paise to one rupee per 
kilo. After allowing for the rebate on export, there will be an addi¬ 
tional revenue of Rs 7 -87 crores which will be more than offset by the 
loss in revenue from the abolition of the export duty on tea. 

. A uniform duly of 23 per cent ad valorem was levied last ye&r on 
both levy sugar and free market sugar. Prices of sugar in the free 
market have declined substantially since then. Accordingly, it Is pro¬ 
posed to increase the duty on free market sugar from the present level of 
23 per cent to 37J per cent ad valorem. In the case of levy sugar, 
wliich account^ for 70 per cent of the total, there would only be a mar¬ 
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ginal rounding off of the present rate from 23 per cent to 25 per cent. 
In line with thesis up on fireesugar^ though not to the same eattent. the 
tariff rate of duty on khandsari sugar is being increased from 12i per 
cent to 17i percent. Butasfarastbemtesunder the compounded levy 
system areconcerned, which most of the producerselecc to adopt, there 
will be a reduction on the present rates which are being revised keeping 
in view the fail in prices The net additional revenue from sugar is 
estimated at about Rs 28 *50 crores. 

• 

There are also a number of changes proposed in the excise duty 
structure by way of rationalisation, simplification or clarification of the 
present position. The statutory rate of duty on tin plates, for example, 
is being raised from Rs 375 to Rs 400 per metric tonne, in order to re¬ 
move the present anomaly of the indigenous till plates paying a higher 
cumulative duty than the additional duty borne by imported tin plates. 
The excise duty on paints and varnishes manufactured by-units not em¬ 
ploying power will be wholly exempted as also the duty on fertilizer 
mixtures made out of fertilizers which have already paid duty irrespective 
of whether such mixtures are produced by power or not. Some reJief is 
also being accorded in the case of strawboards and millboards by revising 
the excise duty exemption at certain levels of production. These mea¬ 
sures of relief in excise duties will involve a loss in revenue cf Rs43 lakhs. 
Certain enabling provisions of the Finance Act 1969 arc also being con¬ 
tinued. 

The total effect of all those proposals relating to excise duties will be 
an additional revenue gain of about Rs 135 crores, of which Rs 100 
crores will accrue to the cjentre and Rs 35 crores will be the share of the 
states and union territories. 

Posts and Telegnphs 

The Posts and Telegraphs Department is likely to be in deficit next 
year also. Accordingly, postal, telegraph and telephone tariffs will be 
revised to some extent from dates to be notified. These revisions are 
outlined in a memorandum being circulated with the budget papers. 
Briefly there will be some increase in postal tariffs in respect of parcels, 


Hindustan Insecticides 

in the Service of Nation 

Pests, insects and their fanvUes. .They don’t have family 
planning. They multiply fast.. Destroy crops, carry diseases 

_Their existence is' a National Danger. They must be 

exterminated. How? 

We make the weapons — DDT and BHC — at our factories 
at Delhi and Alwaye (Kerala) 

Our Products : 

D.D.T. Technical, D.D.T. Water Dispersible Powder, 
Chloral Hydrate, Ethyl Chloride, Monochlorobenzene, 
Hydrochloric Acid, Sulphuric Acid , and proposed produc¬ 
tion of B.H.C. 

Hindustan Insecticides Ltd, 

C-2SS, Defence Colony, New I]felhi.3. 

(A Govt, of India Undertaking) 
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He slows down 
production 

at CARBORUNDUM 
UNIVERSAL 


Then why keep hImP 



g 


1 


• psrfsctiontst. Fastidious, 

Hard lo plsase< Ho guards tho 
Carborundum Universal reputation 
for quality abrasives. 

There are many llhe him at Carborun¬ 
dum Universal: Quality control men. 
In alt dapartmente. Checliino 
everything — from raw materials to 
finished products. Making sure 
that you get only the best Infloxible. 
Even stubborn where quality 
lo concerned. 

Sometimes he slows down produc¬ 
tion. Causes delays. 8ut our quality¬ 


conscious customere understand 
him. It takes time and trouble 
to make the bast products. Many 
complex processes are Involved, 
Many divaraa eklHs and machinas are 
used. And every product goee 
through up to 62 difierent quality 
control checks. But the reeulta 
are well worth the trouble, as our 
customars will teatlfy. 

Tho quality control man works as 
much for you as for us. He le difficult 
to pleaseHuet eo that he een pleese 
you bettor. 




■KjW*- 



CARBORUIMOUIVI 
UfMIVBSnaiAL. L.Ta. 

MADRAS . CALCUTTA . BOMBAY . DELHI 
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Manufacturers of Chemical Resisting Cements and Mastics \ 
Chemical Engineers, ConsuitaniSf Contractors for ail 
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and Plastic Fabrications 

in 
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PRODORITE LIMITED, U. K. 

Works 

Madhavaram, Madras-60. Phonl : 65844. 

Safes Offices 

BOMBAY CALCUTTA NEW DELHI 
Phonh: 290660 23-9411 272319 



On 17th April 1099...the day we ware born, wb lit our Alladin't 
lamp and changed the Ufa of Calcutta...Gone were the 
Old daya of oil lamps and punHhawallas...ln came power and 
energy from Indie's first steam station...our own Power 
Staitkin at Emambag Une...then from Cossipore Generating 
Station in 1912, Southern Generating Station in 1926, 
Mulelore Generating Station in 1939 and Naw Cotaipoie 
Genarating Station in 1949...Evaiv pulsa beat of Catcutta ia 
reoordad at Vteiorta lflouae...tn 1699 wa aold 2 million 


units...this year 2600 million units thro 720.000 meters...We 
read a meter every second of the working day and vve 
send out a bill every 2 seconds of the working day...We shall 
be here through the Seventies to supply as much povuer as 
Celeirttane want in their homes.. Jn their factories... at their 
offioe*...We ere proud of our past contftbutldn to the 
devetopment of Calcutta's domestic and industrial complex... 
Wa IHO confident of meeting the cheH«nge of the Seventies... 
Greeter Celoima is essdred of e ''lighter^' and brighter future. 




THE O^UTTA ELECVIliC 8URI*LY COReORATION LIMITED 

' Viotoite Hdiwb. Caleuna>1, 
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n^gistration fee, despatch of vahie payable ankles, money order commit 
ssion, supplementary fee for ^kgraphic money orders and book, pattern 
and sample packets. Phonograms and Oreetlngs telegrams will coat a 
little more. Charges for telephone calls beyond the first 750 calls in a 
quarter will increase from 15 paise to 20 paise per call. Honourable 
Members will note that services such as postcards knd inland letter cards, 
which are generally used by common peoj^k, ardmot being toudied; in 
the case of money orders also no increase is being made up to Rs 100. 
The proposed changes will yield Rs 8 *22 crores in a full year and would 
leave for next year a surplus of Rs 1 crore after meeting the anticipated 
revenue deficit. The effect of these changes has been accounted for in 
reckoning the total internal resources of public undertakings. 

To sum up, the measures for the additional taxation proposed will 
yield a total revenue of about Rs 170 crores in 1970-71 of which R$ 125 
cr ores will accrue to the centre and Rs 45 crores to the states. In subse¬ 
quent years, when the full effects of the changes in direct taxation will be 
felt, the gain to central and state revenues would be larger even without 
allowing for the normal growth factor. As a result the bucLgetary gap 
at the centre next year will be of the order of Rs 225 crores as against 
the revised estimate of Rs 290 crores for the current year. In view of 
the recent upward pressure on prices and the substantial increase in 
money supply over the past year, some reduction in deficit financing is 
clearly desirable. At the same time, a deficit of the order of Rs 225 
crorts should not cause concern in view of the present favourable 
supply conditions in regard to foodgrains. The Reserve Bank lias already 
taken a number of steps recently to control credit; and with continued 
vigilance in this regard, the deficit in the government budget now pro^ 
posed .should po.se no threat to the general stability of prices. The cen¬ 
tral budget has provided adequately for the Plans for the states not only 


by incmsiiig Plan assistance and by providing for substantial non-plan 
assktaaee but a^ by additional iksoucces iti .fr manner which 
^Ottld bdngoofiisidd^^ to thetevOiiti^ of skkgovenur^ 1 
hope that ag^nst thkhackgroimd, the states will be able to look after 
thdr Pka and non-PI^ without tecourse to unauthorised over^ 
drafts from the Reserve Bank. 

Sir, before I conclude, I shoiiM like to say that in presenting my first 
Budget to thte Honourable House, 1 have become acutely aware ff the 
chaUenges as well as the constndnts of die contemporary epoch de¬ 
velopment of our national economy. At the very begtnnmg of my speech 
1 endeavoured to set out the broad framework within vdiidi this 
cast. That framework, 1 believe, is consistent with tM poliUcal, epono- 
mic and social realities of our counuy. Convinced as 1 am of its ek^- 
tial soundness, there is no alternative but io tread a difficutt but deter¬ 
mined course. If the opportunities for growth which ue so much in 
evidence are to be soiged fully, no effort must be spared ifr laising resour¬ 
ces for the purpose. To flinch from this effort at this smge would be to 
impose even heavier burdens in the years to come. If we allow the present 
momentum of growth to wane for the sake of some purely temporary 
advantage, we will deny ourselves the cumulative bwiefits of a higher 
rate of growth for all time to come. If the requirements of growth are 
urgent, so is the need for some selective measures of social welfkre. 
The fiscal system has also to serve the ends of greater equality of incomes, 
consumption and wealth, irrespective of any immediate need for 
resources. At the same time, the needs of those sectors of our economy 
which require private initiative and investment must also be kept in 
mind in the interest of the growth of the economy as a whok. I can only 
hope that the proposals I have just presented steer clear of the opposite 
dangers of venturing too littk or attempting too much. 


Finance Bill, 1970 : Proposals Explained 


Thf. text of the official mcTnorandum explaining the pro¬ 
visions in the Finance Bill, 1970, is given below (clauses 
referred to are clauses in the Bill). 

The provisions in the Finance Bill, 1970 in the sphere of direct taxes 
relate to the following matters :— 

(/) Prescription of the rates of income-tax (including surcharges 
where applicable) on incomes liable to tax for the assessment year 1970-71; 
rates at which tax is deductible at source during 1970-71 from interest 
(including interest on securities), dividends, salaries and other categories 
of income liable to such deduction under the Income-tax Act; and the 
rates for computation of advance tax and charging of income-tax on 
current incomes in certain cases for the financial year 1970-71. 

(it) Amendment of the Income-tax Act, 1961 with a view to provi¬ 
ding greater incentives io savings and investment; plugging loopholes 
in the law leading to tax avoidance, particularly through the medium 
of Trusts; strengthening the administrative machinery of the Income-tax 
Department; providing tax reliefs and avoiding inconvenience to asse- 
ssees in certain spheres; and a few other matters. 

{Hi} Amendment of the Weahh-tax Act, 1957 with a view to re¬ 
ducing disp:tri(ies in the distribution of wealth and restraining specula¬ 
tive increases in urban land values and individual holdings of urban pro¬ 
perty; and for a few other matters. 

(/»•) Amendment of the Gift-tax Act, 1958, to bring about greater 
rationalisation between rates of gift-tax and estate duty so as to reduce 
opportunities for avoidance of estate duty liability through the making 
of gifts. 

(v) Amendment of the Unit Trust of India Act, 1963, to attract 
investment in units by non-residents. 

(W) Amendment of the Companies (Profits) Surtax Act, 1964, conse¬ 
quential to one of the amendments to the Income-tax Act. 

2. The Bill follows principle (adopted since 1967) tha t ebangps 
in the rates of tax as also in other provisions of the tax laws tdtould, oi> 
dinarily, be made opkidiVe prospectively in rektion to ourrefie hlcoines, 
gad not in relation to incomes of the past year. The substance of the 


main provisions in the Bill relating to direct taxes is explained in the fol¬ 
lowing paragraphs. 

INCOME-TAX 

r 

I. Rates of income-tax in respect of Incomes liable to tax for the assessment 
year 1970-71. 

3. The rates of income-tax (including surcharges on income-tax) on 
incomes liable to assessment for the assessment year 1970-71 in the case 
of individuals, Hindu undivided families, firms and other categories of 
non-corporate taxpayers are the same as those laid down in Paragraphs 
A to D of Part III of the First Schedule to the Finance Act, 1969 for 
the purpose of computation of advance tax, deduction of tax at source 
from “Salaries*’ and computattoa pf the tax payabk in certain special 
cases during the financial yeai 1969-70. These rates have been specified 
in Paragraphs A to D of Pgrtt 1 of the First Schedule to the Bill. The 
Tablein Anncxuie A shows the tax (including surcharge) payabk at 
these rates in the case of individuak in different peTSona] dicumstan- 
ces (unmarried, married, married widi one child, and with two or more 
children) at selected levels of total income ranging from Rs 4,000 to 
Rs 10,00,000. 

4. In the case of the Life Insurance Corporation of India and other 
companies, the rates of income-tax on incomes assessable for the assesa- 
nient year 1970-71 are the same as those laid down in ^asagrapb E and 
F of l^rt in of 4he First Schedule to the Finanee Act, 1969 for compu¬ 
tation of advance (ax payalde during the financial year 1969-*^ These 
rates have been specified in Paragraphs £ and F of Part 1 of the Firsts 
Scheduk to the Bill. 

II. Riles lisr dadwniea pf maid soma 6ur^ i976-7t 

(him Incoms oMr tta 

5. The rates for dsdisetioh of (ax at sotiice during ^ financial year 

1970-71 from incomes other than **$alarks” < 14 ;. Inkiest bn securKies; 
other categories of bitmest, dkldMis, and qd^bbt^ories of non-sakry^ 
income tff notHs^ridettls) am # mme as ikis under Fan If 

of the First Sdieduk to tha Finance pt taar al 
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source during the financial year 1969*70. These rates have been set fort 
in Fart II of the First Schedule to the Bill. 

111. Rates for deduction of lag id socroO fkoai **Salaries'\ computation 
of advanoa tag and charghig of inoone^ag in vptM cases, dwing the 
finaiicial year 1970*71 

6, The rates for deduction of tax at source from “Salaries'* in the 
case of individuals during the financial year 1970-71, and also fer cem- 
putation of advance tax payable during that year in the case of all cate¬ 
gories of taxpayers, have been specified in Part III of the First Schedule 
to the Bill. These rates are also applicable for deduction of tax at source 
during 1970-71 from rctircnrient annuities payable to partners of icgis- 
teied firms engaged in certain professions (chartered accountants, soli¬ 
citors, lawyers, etc.) and for charging income-tax during 1970-71 on 
current incomes in special cases, e.g. provisional assessment of shipping 
profits arising in India to non-residents, assessment of pei'sons leaving 
India for good during the current assessment year, etc. These rates are 
different from the rates of tax specified in the Bill for the assessment of 
incomes liable to tax for the assessment year 1970-71 in certain rcsi>ects 
as explained in the following paragraphs. 

7. Individuals^ Hindu undivided families, unregistered firms, associa¬ 
tions of persons, etc* At present, the rates of basic income-tax on the 
incomes of these categories of tax payers rise progressively from 5 per 
cent on income in the slab Rs 1 -5,000 to 75 per cent on incomes in excess 
of Rs 2,50,(X)0. A union surcharge at 10 per cent of the basic income- 
tax is also leviable in all cases. The progression in the rates of tax is 
brought about by subjecting income in successive slabs to tax at steadily 
increasing rates. Thus, on income in tlic first six slab of Rs 5.000 each 
(covering a span of Rs 30,000), tlie present rates are, respectively, 5 
l?er cent, 10 per cent, 17 per cent, 23 per cent, 30 per cent and 40 per cent; 
in the next two slabs of Rs 20,000 each (covering the range Rs 30,001- 
70,000), the rates arc, respectively, 50 per cent and 60 per cent; in the 
next hirflicr slab covering a span of Rs 30,000 (Rs 70,001-1,00,000), 
the rate is 65 per cent; on the next slab covering a span of Rs 1,50,000 


(Rs 1,00,001 -2,50,000), tlic rate is 70 per cent; and on income in the 
slab a^ve Rs 2,50,000, the rate is 75 per cent 

8. From the tax as computed at these rates, certain deductions am 
made, at present, in ihe case of resident individuals and Hindu undivided 
familids only, sp as to afford them seme relief according to their personal 
circumstances. Thus, in the case of a resident unmarried individual, 
the deduction from tax is Rs 125, which is calculated on a personal allow¬ 
ance of Rs 2,500 at the rate of 5 per cent., being the rate of tax appli¬ 
cable, under the rate schedule, to income in the initial slab of Rs 5,000. 
The deduction in the case of a resident married individual, who docs not 
have any dependent child, as also in the case of a resident Hindu un¬ 
divided family having no minor coparcener, is Rs 200 (5 per cent, of 
Rs 4,000) which is made up of the allowance for an unmarried indivi¬ 
dual, namely Rs 125, and the allowance for a spouse, namely Rs 75. 
The spouse allowance of Rs 75 is not available to an individual whose 
spouse has a taxable income. In other words, where both husband and 
wife have independent taxable incomes (i.e. income exceeding Rs 4,000 
in each case) neither of them is entitled to the spouse allowance of Rs. 75; 
each is entitled only to the deduction a.s for a single individual, namely 
Rs 125. There is a further deduction of Rs 20 (5 per cent of Rs 400) 
for each dependent child or minor coparcener, for a maximum of two 
children or minor coparceners, in the case of a resident married indi¬ 
vidual or Hindu undivided family, as the case may be. In addition, a 
resident married individual having a lolal inceme not exceeding R$ ]0,C(j0 
and supporting a dependent parent or grand-parent receives a further 
deduction of Rs 20 from his tax. I be cumulative effect of these deduc¬ 
tions on account of personal allowances, in the case ot a resident married 
individual having two or more dependent children, or a resident Hindu 
undivided family having two or more minor coparceners, is that no 
tax is payable on the first Rs 4,800 of the total income. Where siicJi 
individual has a total income not exceeding Rs 10,000 and supports a 
dependent parent or grand-parent, no tax is payable by him on the first 
Rs 5,100 of his total income, 

9. The deductions on account of personal allowances, as staled in 


ARUNA SUGARS LIMITED 

Registered Office : 

“Dhun Building", 175/1, Mount Road, 

MADRAS-2. 


Telephones : 83615 (2 JNS.; 


Telegram : “ANUSHAM” 


FACTORY : 

PENNADAM 

(Vriddhachalam Taluq, South Arcot District) 

Telephone : 23 & 42 (Pennadam) Telegrams : “axunasugar” 


Our Molasses are best for cattle feeds and Pharmaceutical Industries 


PLEASE NOTE THAT ALL ENQUIRIES FOR PURCHASE OF SUGAR ARE TO BE 
ADDRESSED ONLY TO OUR REGISTERED OFnCE AT "DHUN BUILDING”, 
175/1, MOUNT ROAD, MADRAS-2 .AND NOT TO OUR FACTORY AT PENNADAM. 
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the preceding paragraph, ifre not available in the case of unregistered 
firms, associations of persons and other categories of non-corpt>ratc 
taxpayers, nor are these available in the ease of non*re$ident.s. However, 
it is specifically provided, at present, that no tax is payable in the case of 
a resident non-corporate taxpayer, where thj total income dix's not ex - 
cccd a specified “small income exemption limit.'’ The “small income 
exemption limit" is R$ 4.000, in the generality of cases, and Rs 7,000 
in the special case of a resident Hindu undivided family which satisfies 
certain conditions. (These conditions are that the family had, during 
the relevant year, at least two adult members entitled to claim partition 
or. alternatively, it had two members (whether adults or otherwise) en¬ 
titled to claim partition who were not lineally descended one from 
the other and who were not lineally descended from any other living 
member of the family). These “small income exemption limits” are 
not applicable in the case of non-rcsidcni taxpayers. Even in the case 
of^resdcnl taxpayers, the “small income exemption limit” of Rs 4,000 
is significant only in the case of unmarried individuals, and alst» unregis¬ 
tered firms, associations of i>crsons, etc. In the case of married indivi¬ 
duals, and Hindu undivided families not qualifying for the special exem¬ 
ption limit of Rs 7,000, the effect of tlic deduction on account of per¬ 
sonal allowances, as stated in the preceding paragraph, is to exempt the 
first Rs 4,000, or a higher amount (depending upon the number of chil¬ 
dren or minor coparceners) from tax altogether. 

10. With a view to bringing about an increase in the level of personal 
taxation at higher income levels, while providing some relief at lower 
levels (particularly in the case of unmarried individuals!, and in the in¬ 
terest of simplification of tax calculations in the case of non-corporatc 
taxpayers generally, the Bill proposes to make the following changes in 
the rate schedule of basic income-tax in the case of individuals, Hindu 
undivided families, unrcgisicmd firms, etc. : — 

(/) The rate of tax in the initial income slab of Rs 5,000 is being 
Picscribcd at Nil. 

(//)Tho income slabs above Rs .^0,000 arc being rearranged, and 
the rates of lax in income slabs over Rs 40,0(X)are being stepped up from 
tile present rates. The revised slabs and ratps over Rs 30,000 are as 
shown hereunder : 


Slab of income as pro- Propo.scd 
pDscit in tiic Bill nite of 
lax 


bxisiing rate of tax 


Remarks 


Rs 

:i(),(iOi .. 40,(X)() 50V., 

40,001 60,000 60';;, 


60,(K) I 80.(KX) 70'\> 


80,001 1,00,000 75 V 

1,00,001 • 2.0(),0(X) 80V, 

(Her Rs :,00,0(K) 85" 


5()Vo No change 

50Vo between 
Ks 40,001 and 50,(KK> 

60Vo between 
Ks 50,001 and 60,000 
6.)Vo between 
Rs 60,001 and 70,000 
65V«. between 
Rs 70, 001 and 80,000 
(> 5 "., 

70Vo 

70Vi> between 
Rs 2,00,IX)I and 2,50.(XX) 

75"o on the excess 
overRs 2,50,000. 


Togcllicr with suicliurgc at 10 per cent, of the basic income-tax, whicii 
continues to be leviable, the maximum marginal rale of lax under the 
Bill is 93 5 per cent in income in the slab over Rs 2,00,000. as against 
tlic maximum marginal rate of tax (including surcharge) of 82 5 per cent, 
on income in the slab over Rs 2,.50,000 at present. 

(1/7) The deductions from tax on account of personal allowances, 
in the <ase of resitlem individuals and Hindu undivided families, arg, 
being discontinued, in view of tlie prescription of a Nil rate of tax on 
income in the initial slab of Rs S.OtX) as staled at t i) above. The benefit 
in terms of tax (including surcharge), on aa^oum of this change, will be 
as under : - 

ia) Resident n^arried individuals with two or 
more dependent children, and resident 


Hindu undivided families with two or 

more minor coparceners Rs 11 in each case. 

(The dependent parent allowance of Rs 
20 is also being discontinued and, 
coascquently, in the case of those 
who arc presently entitled to this 
allowance, there would be a small re¬ 
duction in the tax benefit by Rs 1D 
(6) Resident married individuals with one 
dependent child, and resident Hindu 
undivided families with one minor co¬ 


parcener .Rs 33 in each case. 

(c) Resident married individuals having no 
dependent child and resident Hindu 
undivided families having no minor co¬ 
parcener .. .. Rs 55 in each case. 

U/) Resident unmarried individiuils .. Rs 137,50 in each 

case 


Non-resident individuals and Hindu undivided families, as also unregis¬ 
tered firms, associations of persons etc, whetJtcr resident or not, will also 
benefit in the tax payable by them. 

(iv) Tlie existing “small income exemption limit” of Rs 4,000, in 
the generality of cases of resident non-corporatc taxpayers is being drop¬ 
ped altogether. The prescription of a Nil rate of tax on income in the 
initial slab of Rs 5,000, as stated at (i) above, secures that no tax will be 
payable by a non-corporate taxpayer unless his income exceeds Rs 
5,000. 

The existing s|Kciai exemption limit of Rs 7,(XX) in the case of 
resident Hindu undivided lamilics satisfying certain conditions is, 
Jiowevcr, being continued 

11. The Tabic below shows, at selected levels of incomes of a resi¬ 
dent individual, the comparative incidence of tax (including surcharge) 
under (a) the schedule of rales applicable during the financial year 1969- 
70 for purposes of computation of advance lax and deduction of tax at 

DREAMING OF DISTANT EXOTIC 
LANDS FOR A VACATION? 

BUT GOA OFFERS YOU 
A 

PERFECT GOLDEN HOLIDAY 

Milos and miles of silvery beaches bordering tranquil off-shore 
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Enjoy .sightseeing by daily conducted tours. Dc-lux buses take 
you cheaply and comfortably to the most lovely tourist sites. 

Sportsmen! take to water ski ing for fresh thrills. Modern speed¬ 
boats arc at your dispo.sal for acquatic sports or cruises in idyllic 
back waters. 

Modern luxurious Tourist Hostels and Cottages at world-renowned 
beaches of C.alangute and Colva offer an enjoyable stay at moderat/w 
rates at these popular seaside resorts. 

Do not miss the beauty of Goa. Sec Oudlisagar, Arvalem Water¬ 
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SEE GOA TODAY! 
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zA baby 
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precious burden... 


Our transport industry carries another squally pretilous 'burden*-'our very economy.* And road transport 
helps helped by the race of giants bred for heavy dutyhaulagq; the Asbok Leyland range of vehicles. • The 
burden is getting heavier. • Becauss our economy is growing up. • But Ashok Leyland Is prepared. Our country 
can be sure therq!}! be ever bigger vehicles, to meet new challenges that may shape ahead. • Thinking big to 
tbtnk ahead — IsnT that foresight 7 


AL.MH 


ASHOK LEYLAND UMITEO. Ennor*. MtOrm 57 la^iWdi 
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1969,aiiother 
record year 
forBata-India 




Exports exceed 
Rs 46 million 
an increase of 
Rs 6 million 
over 1968 

FIGURES AT A GLANCE 
EXPORT EARNINGS IN 1909 
U.S.A. Rs 16,406,000 
U.K. and Europe Rs 14,206.000 
Canada Rs 5,560,000 
Australia. New Zealand 
and Far East Rs 3,532,000 
Africa Rs 3,499,000 
West Indies Rs 1,834,000 
Middle East Rs 1,328,000 
Total :Rs 46,365,000 


Bata-indta shoemakers to the world 
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80 uiteefirom'*Saliri«i&'' fand proposed tobe nuiddapplicAbbtaiiicom 
assessable for tbe assessment |!pat l$70-7l], and ^) die sebedule of 
rates piioposed in the Bill jfbr tiM doinpucaticm tax and dedot- 

tion of tax at soutoo from **Salarks*' dining the financial year ]970»71. 

COMPARATIVE INClPENCB OF TAX AT RB^LECTED LEVELS 
OF INCOME IN THE CASE OF RESIDENT INDIVIDUALS 


Tax (including sur- Taxindu- 
Income dharge) at the rates ding sur- 

applkame during die charge at 

minnr-ioil iMOAr 1QXO. dItM rAtne . 

Inciease(+)/ 

Decrease (—-) in tax 

70 {as stated at (e) 
above] 

in the Bin Resident un* 
for com- married in- 

Rig^tfent 
mMed in- 
mvidual 
with more 
than one 
child 
(4)-(3) 

_ 

Resident Resident 
unmarried married 
individual individual 
with more 
than one 
child 

■ p/uMosav.'ai 

Of *advan- 

cetax’ 

from *‘Sa- 

laries” 

during 

1970-71 

(4)- (2) 

1 2 3 

4 

5 

6 


5,000 

138 

U 

Nil 

(-) 

138 

(-) 

n 

7.500 

413 

286 

275 

(-) 

138 

(-) 

11 

10,000 

6$$ 

561 

550 

(-) 

138 

(-_) 

n 

12,500 

1,155 

1,029 

1.018 

(-) 

138 

(-) 

11 

15,000 

1,623 

1,496 

1,485 

(-) 

138 

(-) 

11 

20.000 

2.888 

2.761 

2,750 

(-) 

138 

(-) 

11 

25,000 

4,538 

4,411 

4,400 

(-) 

138 

(-) 

11 

40,000 

12,238 

12,111 

12,100 

(-) 

138 

(-) 

11 

50,000 

17,738 

17,611 

18,700 

(+) 

962 

(+) 

1,089 

60,000 

24,338 

24,211 

25.300 

(+) 

962 

(+) 

1,089 

70,000 

30,938 

30,811 

33,000 

(+) 

2.062 

(+) 

2,198 

$0,000 

38,088 

37,961 

40,700 

(+) 

2,612 

(+) 

2.739 

90,000 

45,238 

45,111 

48,950 

(+) 

3.712 

(+) 

3,839 

1,00,000 

52,388 

52,261 

57.200 

(+) 

4,812 

(+) 

4,939 

1,50,000 

90,888 

90,761 

1,01,200 

(+) 10,312 

(+) 10,439 

2,00,000 

1,29,388 

1,29,261 

1,45,200 

(+) 15,812 

(+) 15,939 

2,50,000 

1.67,888 

1,67,761 

1,91,950 

(+) 24.062 

(+) 24.189 

3,00,000 

2,09,138 

2,09,011 

2,38,700 

(+) 29.362 

(+) 29,689 

5,00,000 

3,74.138 

3,74,011 

4,25,700 

(+) 51.562 

(+) 51,689 

10,00,000 

7.86,638 

7,86,511 

8,93,200 

(+) 106,562 

(+)106,689 


12. The Table in Annexute B shows, in the case of individuals, 
Hindu undivided families, unregistered firms, associations of persons 
etc., the income-tax payable at the rates proposed in the Bill for com¬ 
putation of advance tax and deduction of tax from **Salaries*’ during 
the financia) jfear 1970-71, on total incomes from Rs 6,000 to Rs 
20 , 00 , 000 . 

13. Cih&perative $ocitii€s^ registered firms, local authorities, the Life 
Insurance Corporation of India and companies .—^In the case of these cate¬ 
gories of Uxablc entities, the rates of income-tax specified, respectively, 
in nuagraphs B, C, D, E and F of Part 111 of the First Schedule to the 
Bill, for the purpose of computation of the advance tax payable by them 
during the financial year 1970-71 are the same as the rates of income-tax 
specified, respectively, in Paragmphs B, C, D. E and F of Part 1 of the 
First Schedule for inconies assessable for the assessment year 1970-71. 
The Union suscbaige at 10 per cent of the basic income-tax presently 
leviable in the case of co-operative societies and local authorities, as also 
the ordinary and special surcharges for purposes of the Union, presently 
leviable id the case of registered firms; also continue. 

(Clause 2 and the First Schedule; 

IV. PfjsiK^ Aflmdments to lao^Tax Act 

MEASURE FOR FACTiJfATINO SAVTOOT4ND IN VESTMENT 

14. Impulse in the gmntm of exemption fiom tax df income from 

certain eaiegaries of iHvestmpm:--^VP^ the existii|^ pro^ions of the 
liM;otne-Ui|X Act* income in 

ca^gories of flauieial assets enjiijm dxamption thin teXi. ' 

exemptions comprise: (a) income up to Rs 1,000 reoeivod op units in the 
unit of indiiy <;n) lfti!Oifie up td Rs Loop ^ way nr divitteiuis tm 

ofihe ip.. 


various small savings securities of tiie Cbntiul Government, including 
KWVeer Defeoce Deposit Gertijpgates, 12-Vear National Defbnce Cer- 
tiftdtos, deposits in Post Office Savings Banks and S-Year fixed deposits 
with the qentml Government in the State Bank of India or in Post Offices. 
In order to Marge the area of investments, income from which qualifies 
for tax relief, and to provide a wider choice to investors to chpose the 
form of investment, the Bill proposes to replace the existing exemp¬ 
tions in respect of income on units in the Unit Trust of India and divi¬ 
dends on sluices in Indian companies by a broader and more liberal pro¬ 
vision. Under the provision as proposed, exemption is being provided 
ih respect of Income up to Rs 3,000 derived from one or more of the 
specified categories of investments. The investments covered by this 
provision are the following 

(0 Securities of the Central Governmem or any Stale Govern¬ 
ment. 

(//) Debentures, issued by any co-operative society (including a 
co-operative land mortgage bank or a co-operative land deve¬ 
lopment bank) or any other institution or authority, which 
may be notified by the Central Government for the purpose 
of this exemption. 

(Hi) Deposits under any scheme framed by the Central Government 
and notified by it for the purpose of this exemption. 

(iv) Shares in Indian companies. 

(v) Units in the Unit Trust of India. 

(r/) Deposits with banking companies, co-operative banks, land 
mortgage banks and land development banks. 

It will be open to the taxpayer to make investments according to his 
choice in one or more of the above-mentioned cat^ories of investments 
and qualify for exemption up to R$ 3,QQ0 in respect of income derived 
from these investments. (The existing exemptions in respect of income 
derived from investments in various small savings securities and deposits 
will continue without change). 

15. The proposed provision is being made effective from 1.4.1971, 


WE OFFER ATTRACTIVE RATES OF INTEREST 
ON ALL TYPES OF DEPOSITS 

BANKING BUSINESS 
OF EVERY DESCRrmoH TRANSACTED 

At Your Service 
For Special Assistance 
To Agricoltarists. 

Snail Industrialists 
And Small Bustsessuen 

B«nk «f Bikiuiiir and Jaipur 

OSiiMdiar.v of the State Bonk of India) 

Head Office : JAIPUR. 
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and wiJl accordingly appjy to the oaiefstncnt year 1971-72* i.e. in relation 
to income derived from the spocthed categories of investments during 
the ^nancial year 1979-71* 

(Clauses 14 and 15) 

16’ ^x^mpthn af inteteit on certain ttnali savings schemes etc. from 
ckdmion of income-tax at With a view to mobiltiaticn of sa¬ 

vings for the public sector both in urban and rural areas to provide re¬ 
sources for the fourth five-year Plan, the central govemtnent is insfituirng 
a variety of small savings schemes having features which will be attractive 
to investors in diflcrent income groups. Simultaneously, seme of the 
(misting small savings schemes are also being modified to make these 
more attractive to investors. The details of these schemes have been ex¬ 
plained in a separate pamphlet. Some of the new small savings schemes 
carry the advantage of exemption from incemc-tax on the interest, as 
in the past, while others provide for a higher rate of interest uhich will 
be subject to tax. However, with a view to encouraging large investments 
in these schemes, particularly by persons in the rural areas, it is proposed 
to secure payment of the interest in such cases without deduction of tax 
at source. This facility i$ being provided in respect of interest on the 
following new schemers: — 

{a} 7-Year National Savings Certiheates (IV Is.sue^ 

(b) Deposits under any scheme framed by the Central Govern¬ 
ment and notified by it in this behalf in the Official Gazette. 
It is proposed to cover under this heading the newly instituted 
schemes relating to Recurring Deposits and Tiire Deposits 
in Post Offices. 

16.1. Power is also being taken to the Central GovciT.nr.enl to exempt 
from deduction of tax at source interest on debcnluies issued by co¬ 


Mmh i^ im 

operative societies and othgr instkuiioos and aurbCfUias, by ndtificatibn 
in the Official Oaasette. The ifltenticm b to cover inteM on 4^^ 
jQuidifytng for exemption up to Rs. S,009 under the new provtsfon explai¬ 
ned in para 14 and 15 of this Memorandum. 

(Clauises 22 and 2a) 

Mga&vres for Plugging Loephotes in Ue law Itsdliig to Tax Aroldance 
17. Changes in the provisions relating to exemption fum /ex of the 
income of charitable and retigwus /rwj/r:—Under the existirg previskrs 
of the Income-tax Act, income frem preperty held under trust wholly cf 
charitable or religious purposes is exempt fVcm ince nr e-tax to the extent 
such income is applied to the purpeses of the trust in India in the ft me 
year. The balance of the inccire which is accumulated fer appikaticn 
to such purposes in India is also exempt frem tax so Icrg as ach eccu- 
mulaiicn dees not exceed 25 per cent cf the ir.eeme cf ihc trust ci Rs. 
10,OCX), whichever is higher. Any accumulaticn of inerme in excess cf 
this limit is alone subject to tax. A similar exemption ts available also 
in cases where preperty is held under trust in part cniy fer charitab’e 
or religious purpeses. provided the tjust was created hefcie 1.4.1962. 
In both these types of trusts, accumulaticn cf irccxrc teyerd the limit 
of 25 per cent, of the inceme of (he trust or Rs lO.CCO, wliichever is 
higher, is allowed to be made without attracting tax liability on the ex¬ 
cess, if the trust ccmplie.s with certain prcccdural formalities (of giving 
notice to the Income-tax Officer specifying the purpose for which the 
income is dc.sired to be accumulated, and the period for which the accu¬ 
mulation is proposed to be made) and subject to the requirement that 
the income so accumulated is invested in Government securities or any 
other approved securities. The maximum period of such accumulation 
that may be permitted under this provision is 10 years, and if the accu- 


kKti 



Surprising I Is that ? 

But we insan no dramatics while making this pleasant surprise 
known to you. We mean business. India has the vast 
resources and high potential to catch the foreign markets 
through processed foods. 

The mere mentioning of foods 'Indian* speiis sumptuous 
delight, ‘romantic* taste and hot, delectable cuisines abroad. 
They are highly popular overseas. In U.K., Sweden, Denmark 
France, West Germsny,Nstherland8,Switzerland, Bahrain, 
Kuwait, Iraq, Hong Kong and Singapore, for instance. Already 
numerous exciting Indian delicacies are delighting many. 

The list includes canned fruits and vegetables, pickles and 
chutneys, biscrits and confectionery, spicy papads, instant 
tea, instant coffee and a host of other items. During the current 
veer,envisaged exports would be of the order of R8.ti.s crores. 

Incidentally, are you manufacturing any vtrMy df pydeessed 
fooda.f We are at your serviea. Wa’Ii provide all the 
information regarding exports and render overall help through 
planning end publieity abroad. 


THE PROCESSED FOODS EXPORT 
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M]«d. JOQfe niocyi smai^ 

_ with 
threeThrene’ shirts 

than 

a dozen ordinary ones 

andyoujdsaw 
a lot of money too ! 

And that's not all. 

*Terene* means quick washlfigii 
No starch inf?. No ironing. 

So do yourself a favour. 

Qot aome'Terone* 8liirt0...aQOii» 



B* is a fantastic buy. 
Ordinary shirts look limp and 
VDtidy before the hour 
Istkrough. 'Terene* keeps you 


Have a dozen ordinary shirts 
and you’ll still need more. 

Yet three ‘Tereno’ shirts 
would keep you looking smart. 
'^.VouVisave some money too« 
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Kmmdnis far dynamic diversi/ieaiion 



Come to tbiak of the manifold industries Kamanfs aervt 
—and you have the very essence of Kamanis* compre¬ 
hensive plan for Industnal development - divemfiianon * 

A dynamic industrial combine* Kamanis draw from a 

fluid of pioneering experience, employ top-notch know* 

how and exacting quality control, follow up with constant • 

research and development... to uphold the Kamani 

tradition of unrivalled quality and vervicc. 

KAMAMI iN^INCiRINQ CORPORATION LIMirtO 
Transmission line towers, sub-station structures, aerial 
masu and ropeways, overhead equipment for railway 
electrification, erection of power plants including civil 
eng’neenng works and Tracramounr road rollers. 

KAWANI MCTALR A ALLOYS LIMITID 

Brass, copper and phosphor bronze sheets, strips and 

coils for a variety of industrial components. 

KAMANI METALLIC OXIDES PRIVATE LIMITED 
Zinc oxide, red lead and litharge for paints, phemicaU, 
cosmetics, cenmics, rubber, rayon, glass and other allied 
products. 

KAMANI TUBER PRIVATE LIMITED 

Extruded and drawn brass and copper tods, tubes and 
sections for diverse industrial applications 

INDIAN RUBBER RBOCNCRATINO 
COMPANY LIMITED 

Reclaimed rubber for automobile and bicycle tyres, 
battery conuiners, hose pipes and a wide range of other 
industrial products. 

Kamanis* products conform to the moat exacting ISl and 
customers^ specifications... have won the conndence of 
users both in India and abroad. 

KAMANI GROUP OF INUUSTRIES 

Kamani Chambers, Niool Road, Ballard Esute, ^ 

Bombay i BR. Telephone; afiSadi Telex: 



visit Gujarat 


famous FOR ITS CULTURAL ANA ARCHAEOLOGICAL HERITACt 


Cultural 

»$oinnatii Temple (Veraval) 

*Suii Temple (Modhera) 

•Shaking Minarets and Carved Mope 
Jali (Ahmedahad) 

*Jain Temples j(Falitana) 

•Rudramai (SiMapur) 

•The King of Forest, the Gtr Lion. 
(Junagadh) One and only place to see 
lions in A.sia. 


Archaeological 

• Pre-hisioric excavatioBi it LoBml 
Insdutrial ^ 

•Oil Fields at Cambay, Anklesliwar 
A Kalol 

*Gidaral Refinery and 
*Fertiti 2 er Factory (Baroda) 
j •Amul Dairy (Anand) 


For detailed information please contact 

OirMter et tniormsoeri. Cevt. «r Gujartt SsthivalayR. Ahmt<iab«d Tat. 7411 £»t.103 a 10|4Cii|sriit tilftirniHL 
tf. 72 Jawpath, Ntw 0»Mi.T»l. 40741 •Cwjarat GoTt. Touriit'Ofnct. Phawraj Naka>. Apollo gundar. iumbair.Ttl. 29703 
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mulftted income i$ not applied to the purposes for which it was acciimu- 
laled within one year of the expiry of the 10*year period, the exemption 
is lost and tax is clmj/fiMs on the accumulated incemie, 

18. These tax coneesaions have facilitated accumulation of tax-exempt 
funds with charitable and religious trusts and sudt funds aie often us^ 
for acquiring controUover industiy and business. Further, although 
the law provides for foiefeiture of the exemption in a case whm the in¬ 
come of a charitable trust or institution enures, or the income or property 
of the trust or institution is used or applied, for the benefit of the autho r 
of the trust or founder of the institution, these provisions have not been 
effective in pnventing indirect benefits being provided to such author 
or founder out of the trust fUnds in a variety of ways. With a view to 
chedring these abuses and reducing the scope for the use of tax-exemp t 
funds of charitable and religious trusts and institutions to acquire con¬ 
trol of industry and business, it is proposed to make certain changes in 
the provisions relating to the exemption from tax of the income of chari¬ 
table and religious trusts, as explained in the following paragraphs. 

18.1. Exemption from tax will be allowed only in respect of income 
actually applied to the purposM of the trust in India in the same year 
or within a period of 3 momhs immediately following. Any income 
which is not so applied to the purposes of the trust but is accmnulated 
or set apart for future application to such purposes will be subjected to 
tax. The existing provision for exemption from tax of accumulations 
of such income up to 2S per cent of the income of the trust or Rs 10,000 
whichever is higher* is being dropped altogether. 

18.2. The existing provision for accumulation of income for a 10-year 
period with the permission of the Income-tax Officer and.subject to cer¬ 
tain requirements regarding investment of the funds so accumulated in 
government securities or other approved securities* will, however, 
continue. 

18.3. The exemption from tax will be forfeited, in the case of a trust 
or institution created or established after 31.3.1962, if under the terms of 
the trust or the rules governing the institution, any part of the trust in¬ 
come enures for the direct or indirect benefit of the author of the trust, or 
founder of the institution or certain persons connected with them . In 
the case of a trust or institution, whenever created or established, the 
exemption will be forfeited also where the trust income or property is 
used or applied during the relevant year for the direct or indirect benefit 
of such persons. (This disability will not apply in the case of a trust or 
institution created or established prior to 1.4.1962, if the use of the trust 
income or property is in compliance with a mandatory provision in the 
terms of the trust or rules governing the institution). 

18.4. In particular, the trust income or property will be regarded as 
having been used or applied for the benefit Of such persons if the trust or 
institution engages in certain categories of transactions. These are 
broadly 

(a) ending of the income or property of the trust or 
institution to any one of the specified persons without either 
adequate security or adequate interest or ^both; 

ib) making available land, building or other property of the trust 
or institution, for the use of any of the specified persons with¬ 
out charging adequate rent or other compensation ; 

(c) payment of excessive remuneration to any of the specified per¬ 
sons for services rendered by him to the trust or institution ; 

(</) making the services of the tru8t or institution available to any 
of the specified persons without adequate remuneration or 
other compensation : 

(e) purchase of shares, securities or other properties for the trust 
or institution from any of the specified persons for more than 
adequate consideration; 

(/) sale of shares, securities or bther property of the trust or insti¬ 
tution to any of the specified persons for less than adequate 
consideration ; 

ig) diversion of a substantial portion of the income or property 
of the trust or institution in favour of any of the specified 
persons ; 

(h) investment of the trust funds in any concern in which any 
of the specified persons has a substantial intemt. 

lfi.5 The persons specified for the purposes of the above-mention 
ed transactions are (a) the author of the trust or founder of the institu¬ 


tion; 0) any person who has made a substantial contribution to the 
trust or institution; (r) where such author, founder or person is a Hindu 
undi^dod fkmily^any member of the family; (^f) any relative of any such 
author* founder,, person or member; and (r) any concern in which any 
of dieabove-tnentiDiied persons has a substantial inteiest. A person will 
be regarded as having a substantial interest in a concern if, in a case 
where the concern is a company, equity shares in the company carrying 
not less than 20 per cent of the voting power are beneficially owned by 
such person or partly by him and partly by other such persons; and in 
any other case, where such person is entitled, or such person and one or 
more of other such persons ate entitled, in the aggregate, to not less 
than 20 pei^oem of the profits of the concern. Where the trust funds are 
invested in any concern in which any of the specified i^ersons has a subs¬ 
tantial interest, and the quantum of the investment docs not exceed 5 
per cent of the capital of the concern, the trust or institution will forfeit 
theexemption from tax only in respect of the income arising from such 
investment. 

18.6 For the eflbctive enforcement of the new provisions as stated 
earlier, it is being specifically provided that it will be obligatory on the 
part of the persons in charge of charitable or religious trusts or institution 
to furnish a return in respect of the income of the trust or institutions 
in all cases where tite total income of the trust or institution, without 
taking credit for the exemption from tax, exceeds the minimum taxable 
limit., Such a return has to be furnished in the form to be prescribed in 
the Income-tax Rules and verified in the prescribed manner and shall 
set forth such other particulars as may be prescribed in the said rules. 
The return will be.due by the 30th June of the assessment year, or later 
date as in the case of other taxpayers. Information contained in such 
return may be made available by the Commissioner of Income-tax, to 
a person who applies for it, in accordance with the existing provisions 
in the law and subject to the usual conditions. 

18.7 These provisions are being made effective from 1st April. 

SAVE TODAY. .. 

...PLAN TOMORROW 

THE KARUR VYSYA BANK 
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t97U U* in fdiMion t0 cunent of the l970>71 or 

other correeponding: accounting ;^ar reievapt io tMalsessment year 
1971*72, 

(Clauses 5* 6 and 20) 

19 Changes in /Ae schme cf taxativn tiftheiimm privet*dtscrt^ 
theory ineutr-"Under the existing provisions of the Income-tax Act, 
income of a private trust is charged to tax at the rates of tax applicable 
to the personal income of each one of the benehciaries including his 
share in the trust inconie» where the shares of the beneficiaries are specific 
and determinate. Where such shares are indeterminate or unknown, 
the trust income is charged to tax as a single unit as if it were the total 
income of an association of persons. This provision affords scope for 
reduction of tax liability by tfansferring property to trustees and vesting 
discretion in the trustees to accumulate the income or apply it for tlic 
benefit of any one or more of the beneficiaries at their choice. By crea¬ 
ting a multiplicity of such trusts, each one of which derives a cempara- 
tivoly low income, the incidence of tax on the income frem property 
transferred to the several trusts is maintained at a low level. In such 
arrangements, it is often found that one or more of the beneficiaries of 
trust are persons having hj^ personal incomes* but no part of the trust 
income being specifically allocable to such beneficiaries under the terms 
of the trust, such income cannot be subjected to tax at the high personal 
rate which would have been applicable if their shares had been deter¬ 
minate. 


20. A similar position obtains for purposes of weahhtax, wliere also 
the property of a trust, in which the shares of the beneficiaries are inde¬ 
terminate or unknown, is charged to wealth-tax, as a sepatate unit, at the 
progressive rates of tax as in the case of an individual. As the first Ks 
100,000 of the net wealth of an individual bears no wealth tax, such a 
trust affords scope for avoidance of wealth-tax liability altogether where 
the net wealth of* the trust does not exceed Rs 100,000. Where the net 
wealth of the trust exceeds Rs 1,60,000, only the excess bears tax at the 
progressive rates as stated earlier. 

21. In order to put an effective curb on the proliferation of such trusts, 
it is proposed to subject the income of such trusts to tax at a flat rate of 
65 per cent or at the appropriate higher rate of tax which would be appli¬ 
cable if such income were the total income of an association of persons# 
The provision for charging tax at the flat rate of 65 per cent, will not, 
however, apply in the following types of cases 

(/) Where none of the beneficiaries of the trust has any other 
income chargeable to tax. 

(//) Where the trust is deefcired by Will. 

(///) Where the trust was created by a non-testamemary instru¬ 
ment before the 1st March, 1970 and the Income-tax Officer 
is satisfied, having regard to all the circumstances existing at 
the relevant time, that the trust w'as created bona fide exclusively 
for the benefit of the dependent relatives of the settler, and 
where the settler is a Hindu undivided family, exclusively for 
the benefit of the dependent members of the family. . 

In these categories of cases# the income of tlie trust will be char¬ 
geable to tax as if it were the total income of an association of 
persons. 


22. It is also being provided that income derived from property held 
under trust for charitable or religious purposes, to the extern it does not 
qualify for exemption under the relevant provisions as sovight to be modi¬ 
fied under the Bili^vlde paras 18*1 to 18.5 of this Memorandum), will 
be subjected to tipt as if such income were the total income of an asso¬ 
ciation of persons* . 

23. The above-mcntioiied provisions are being made effective from 
1.4.197i, i.e. for tise assessntent year 1971-72 and subsequent assessment 
years * lit is gihb being provided that i^Vahoe tax will be payable for the 
finencial iyear 1971-72 and subsequent years on the above basis in the 
case of discietionary truks. 

(Chnues 3 (c) and 21) 


24 % Sgtemhu of the ievy of iase h cotitai gains arising from iramjtr 
ofag^Uir4 in hfbtm PwttaMiy, ckpm gains arising 

definition of ‘^capital as 80 t**= bxdudes from its scope, tnhr tdh, agtiif^- 
Aocerdingjy, no liability to tax arises^ on ggim don- 


cultural frpoi the scope of the levy of tax on capital gains has a his^ 

toried origin enri is not due to any bar in the Constitution on the compe¬ 
tence of Parliament to legislate for such levy. Agricultural land situated 
in munic^f and other urban areas is essentially shnjlar to non*agricul- 
tural hihtf in such areas in its potentialities fer u^e due to the pregress of 
urbanisation and industrialisation. It is accordingly proposed (0 biing, 
witIUn the scope of taxation, capital gains arising from the tnmsfer of 
agrlculturar land situated within the limits of any municipality or canton¬ 
ment board which has a population of not less than 10,000 according to 
the latest census for which the relevant figures have been published. 
Power is also being taken to the Central Oovernment to bring within 
the scope of the levy (by notification in the Official Garette), capital 
gains arising from transfer of agricultural lands situated outside the li¬ 
mits of any such municipality or cantonment board up to a maximum 
distance of 8 kilometres, where this is considered necess^ary having regard 
to the extent of and scope for urbanisation of that area and other relevant 
considerations. Agricultural land which is situated in rural areas will 
continue to be outside the scope of the above mentioned provision. 
Accordingly, no liability to tax will arise in respect of gains derived frem 
transfer of agricultural land in rural areas. 

25. The above-mentioned provision for taxation of capital gains 
arising from transfer of agricultural land in municipal and other urban 
areas is being made effective from 1.4. 1970, i.e. for the assessment year 
1970-71. However, it is being specifically provided that gains ap-ring 
from the transfer of agricultural land in India befoie 1.3.1970 will contj- 
nue to be outside the scope of the levy of tax. 

(Clauses 3 (a) and 11) 

Pl 26. Denial of deduction for entertainment expenditure incurred in India 
in computing hminess profits,--Ai present, entertainment expenses in¬ 
curred in businesses and professions (including expenditure incurred 
through grant of entertainment allowances to directors and employees 
or through **expense accounts*' operated by them) are allowed as a deduc¬ 
tion in computing the profits of the business or profession, subject to 
certain limits which are calculated with reference to the profits of the 


THE MAHMISHTM SUGAR MILLS LTD. 

ManufactuFers of: 

Best Quality White Crystal Sugar, 

“LOTUS” Brand Sugar Cubes. 

Rectified Denatured Spirit. 

Maharashtra Radio k Electronies Ltd. 

(A Subsidiary of the Maharashtra Sugar Mills Ltd.l 

Mrnefreturers of; 

EMERALD Transistors. 

Registeted Office 

Tndustrial Assurance Building, 

Churchgate, Bombay-20. 

Bt^onie No. 292261. Grams : Sugarmills Bombay. 

(Pive ,Une$) 
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busims or profession. Tbs maximum deduction available in any case 
is *Rs 30,000, and this limit is react^ed when the promts of the business 
Of profbsnion amount to Rs 1,70,00,000.* 

27. With a view to curbing lavish expenditure on entertainment, it is 
proposed to make a provision for the disallowance of entertaininent ex* 
penditure incurred in India after 28.2,1970 altogether in computing the 
promts and gains of business or profession. Entertainment expenditure 
incurred outside India will continue to be admissible as a deduction 
subject to the limits already provided in the law. 

28. This provision is being made effective from 1.4.1970 and will be 
applicable for the assessment year 1970^71. 

(Clause 10 (a) and b) 

29. DMhwanc^ of exp^^nditure on maintenance of guest houses in 

eo npMirtg the profits and gains of business or profess ion present, 

expenditure incurred by an assessec on the maintenance of guest hoases 
is allowed as a deduction in computing the profits and gains of business 
Of profession, subject to certain limits specified in the Income-tax Rules. 
These rules cover expenditure on guest houses maintained at the princi¬ 
pal place of the business or profession in India, any place where the 
assessee has an establishment for processing of raw materials, manu¬ 
facture or processing or production of any article or thing or any other 
industrial establishment employing not less than 50 whole-time employees 
throughout the relevant year, and, in the case of a business or profession 
having not less than 100 whole-time employees on its rolls, also ‘^holiday 
homes’* for the use of the employees while on leave. The rules also cover 
guest houses at Delhi and at two other places in India which may be 
either the capital of a state government or any other place which is of 
direct imoortance to the business or profession. Banking companies 
are allowed to maintain guest houses at Bombay to facilitate liaison with 
the Reserve Bank of India. Accommodation hired or reserved in a hotel 
for a period of more than six months during the year is treated as a guest 
house for the purposes of the rules. 

30. These provisions have been found to be of little effect in curbing 
proliferation of guest houses. In order to place an effective check on 
lavish expenditure on maintenance of guest houses, it is proposed to dis¬ 
allow altogether expenditure incurred after 28.2.1970 on the maintenance 
of guest houses other than “holiday homes”, in computing the profits 
and gains of business or profession. This provision will cover not only 
the establishment and other charges for running the guest house but also 
depreciation on the building where this is owned by the asscssee, and rent 
paid for the accommodation where this is taken on hire or lease. De¬ 
preciation on assets, such as air-conditioners, refrigerators, cooking ran¬ 
ges, furniture and fittings, etc., in the guest house will also be disallowed 
under the propo.scd provision. Where any charges are recovered from 
porson.s using the guest house, these will be deducted from the expendi¬ 
ture on maintenance and the depreciation, and only the balance will be 
disallowed in computing the profits of the business or profession. The 
provision, as proposed, will not, however, apply to “holitlay homes” 
maintained by assessee employing in his business or profession not less 
than 100 whole-time employees throughout the relevant year, where the 
“holiday home” is intended for the exclusive use of such employees while 
on leave. 

31. This provision is being made effective from 1.4.1970, and will be 
applicable for the assessment year 1970-71. 

(Clause 10(c)) 

Strourthenlng the Administrative Machinery of the Income-Tax Depart- 
ineiit. 

32. The field organisation of the Inconte-tax Department is, at present, 
organised into territorial charges with one or more Commi.ssioncrs of 
Income-tax at tlie head. Each Commissioner is assisted by several Ins¬ 
pecting Assistant Commissioners of Income-tax who supervise and con¬ 
trol the work of the Income-tax Officers assigned to their charge. The 
jurisdiction of Commissioners of Income-tax is laid down by the Board, 
and, within their respective Jurisdictions, they also perform the func¬ 
tions of Commissioners of Wealth-tax and Gift-tax as also Controllers of 
Estate Duty. In recent years, the functions of the Commissioner of Inco¬ 
me-tax have increased enormously both in the technical sphere, partly 
statutory and partly non^statutory, and on the administrative side, 
With the result that the pr^nt strength of Commissioners is found to 
bo inadequate for the timely performance of all these functions, 

.33. With a view to ensuring greater attention to the functions of Co¬ 


mmissioners of Income-tax, without fragmenting tiieir charges into 
viable units, add enabling them to devote special attention to prObteSn 
areas, such as accumulation of assessments and arrears of taxes, tax 
evasion, survey, and the proper and efBcient managemeht of their charges, 
government have created a new cadre of Additional CommissioneES on 
a lower scale of pay, to take over some the statutory and non-statutoiy 
functions of Commissioners of Income-tax and thereby release senior 
officers for more important administrative and managerial duties It is 
accordingly proposed to include Additional Commissioners among the 
categories of Income-tax authorities. These Additional Commissioners 
will have the same status and functions under the statue as Commission¬ 
ers of Income-tax. The Income-tax Act already allows distribution and 
allocation of work among Commissioners of Income-tax on the Rinc- 
tional basis. It will be open to the Central Board of Direct Taxes to 
assign to more than one Commissioner, including Additional Commi¬ 
ssioner. concurrent jurisdiction over the same area or persons or classes 
of persons or incomes or classes of incomes of cases or classes of cases, 
and to distribute and allocate the work among these Commissioners and 
Additional Commissioners on the functional basis. It is being specifi¬ 
cally provided that where such concurrent jurisdiction over an assessee is 
assigned to two or more Commissioners (includii^ Additional Commi¬ 
ssioners), the Commissioner competent to perform any function in rela¬ 
tion to such assessee will be the Commissioner (or Additional Com¬ 
missioner) to whom such function has been assigned under the order of 
the Board. 

(Clauses 3 (b), 17, 18 and 19) 

Measures for providing tax relief and avoiding inconvenience to assessees 
in certain oases 

34. Exemption from tax of the income of hospitals and other medical 
institutionsi’-^Ai present, universities and other educational institutions 
existing solely for educational purposes and not for purposes of profit 
enjoy complete exemption from tax on their incomes. However, in the 
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case of hospitals and similar otlier institutions for treatment of illness, 
there is no Specific exemption from ta^, unlike in the case of universities. 
Medical institutions come under the category of charitable institutions 
and have to satisfy the conditions relating to application of not less than 
75 per cent of their current incomes to their objects in the same year in 
order to qualify for exemption from tax on the remainder which is accu- 
mulatei. (n the context of the modifications proposed in the provisions 
relating to the exemption from tax of the income of charitable and reli¬ 
gious trusts and institutions {vide paragraphs 18,1 to 18.5 of this Memo¬ 
randum), it is propose! to make a specific provision for exempting from 
(ax the income of hospitals and oUier medical institutions which exist 
solely for philanthropic purposes and nol for purposes of profit. The 
provision, as proposed, will cover also institutions for Ireatmont of men¬ 
tal defectiveness as also those of treatment of persons during convales¬ 
cence or of persons requiring medical attention or rehabilitation. The 
income of all these categories of institutions will be exempt from tax 
altogether, as in the case of universities and oUier educational insu- 
tuiions at present. 

(Clauses 4(b) and 13) 

35. Exempt ion from tax of State Housing Boards^ Development Boards 
and similar other authorities —Several slates have set up statutory Hou¬ 
sing Boards for the framing and execution of housing and other deve¬ 
lopment schemes. These Boards are autonomous organisations and thc} 
play an important role in implementing tJic social hou.sing programmes 
of government for the common good. As these boards are serving an 
important public purpose and do not exist for private profit, it is pro¬ 
posed to make a specific provision in the Income-tax Act exempting the 


income of such Boards from tax altogether. The provision, as proposed, 
exempts from tax any income of an authority constituted in India by 
aiy law enacted either for tlie purpose of dealing with and satisfying, 
or under the need for housing accommodation or for the purpose of 
planning dcvclopmef»t or improvement of cities, towns and villages, or 
for biih. Tills provision is being made elfectivc from 1.4. l%2, that 
bjing the date of commencement of the Income-tax Act, 1961. 

(Clause 4 (a) 

36. Deduction for expanses incurred by salaried taxpayers in travelling 
for purposes of employmenf, in computing taxable salary income, 
scntly, salaried taxpayers owning a conveyance (motor car, motor, cycle, 
scooter, bicycle, etc.) and using it for the purpose of employment, arc 
entitled to a standard dedujtion from their salary income to cover the 
expenditure incurred by them on the maintenance of the conveyance 
an j its weir and tear attributable to its use for the purpose of employ¬ 
ment. The standard deduction for a motorcar is Rs 200 per month 
where the gross yearly salary docs not exceed Rs 25,000. and Rs 250 
Pir month, where it exceeds Rs 25,001): for a motor cycle, scooter or 
other mopjd, it is Rs 50 per month; and for a bicycle, it is Rs 5 per 
m.>nth. The siandird deduction is nol available in the case of salaried 
employees whp do not own a conveyance and use the public transport 
system in travelling for the purpose of employment, 

37. With a view to providing some relief in tax to salaried taxpayers 
who do not own any conveyance but use the public transport system for 
travelling for purposes of employment, it is proposed to allow a standard 
deduction of Rs 20 per month (Rs 240 for the year) to all salaried tax- 
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payers otlter than those,..who own a motor car or a motor cycle, a scooter 
or other moped and use it for the purpose of their employment. The 
standard deduction for a motor cycle* scooter or other moped will con¬ 
tinue at the present rale of Rs 50 per month. The standard deduction 
for a motor car is being prescribed in uniform amount of Rs 2C0 per 
month irrespective of the gross salary level, as against Rs 250 per month 
for those having gross yearly salary exceeding Rs 25,COO and Rs 200 for 
those having yearly salary up to Rs 25,000, at present. The standard 
deduction of Rs 20 per month will be available to those who do not cwn 
any conveyance, as also to those who own a bicycle crany other convey¬ 
ance, not being a motor car. motor cycle, scooter or other meped. The 
provision, as proposed is being made clTcctivefrcm 1.4.1971, i.e. fer il e 
assessment year 1971-72, and will accordingly be arri*cable in ic'aticn 
to salary incomes of the financial year 1970-71. As under the existing 
provision, the standard deduction will not be available to an cmplc>ce 
who is in receipt of a conveyance allowance whether as such or as part 
of his salary. 

37.1. The combined effect of the standard deduction of Rs 20 per 
monilt (Rs 240 for the year) proposed above in the case of all salaried 
employees who do not own a motor car, motor cycle, etc., and the 
exemption from income-tax of the first Rs 5,000 of tlxe total income [vide 
l^ragraph 10 ( /) of this Memorandum] will be that a salaried employee 
will not pay any tax unless his income exceeds Rs 5,240. If he effects 
long-term savings out of his income (c.g., by way of contribution to a 
Government Provident Hind, recognised provident fund or the Public 
Provident Fund) to the extent of, say Rs 600 in the year (Rs 50 per 
month), he will be eligible for a deduction of Rs 360 (60 per cent, of 
Rs 600) in the computation of hi.s taxable income. Accordingly, no 
tax will be payable by him unless his income exceeds Rs 5,600 (Rs 5,240 
plus Rs 300). Further, if lie has invested his .savings in, say units in the 
Unit Trust of India, the income derived from such investment up to Rs 
3,000 will also be eligible fi^: exemption from lax (v/V/e ‘aragraphs 14 & 
15 of this Memorandum). 

(Clause 7) 

38. Tax relief on .savings tlumigh specified media in the case of married 
couples j^rerned by the concept of community of propeity" in the Vnion 
territories of Dadra and Na^iar Naveli and Coa, Daman and Diu The 
Income-tax Act, 1961 was e.xtcnded to the former Portuguese posscs.sions 
of Goa, Daman and Diu and Dadra and Nagar Havcli with eflcct from 
1,4.1963 by a Presidental Regulation under article 240 of the Constitu¬ 
tion. Under the personal law governing peison.s domiciled in these 
Union territories, married couples aie subject to the system of •‘co¬ 
mmunity of properly*' under which all present and future belongings of 
each spouse become the joint property of both the spouses. 'I he joint 
ownership of the properly continues as long as the marriage subsists. 
In view of this position, income from all properties, including businesses, 
shares, securities and other investments, which before the marriage be¬ 
longed to the spouses separately, as also income from properties acquired 
by either spouse after the marriage, belongs to them jointly and the'assess- 
ment of such income has to be made on the spouses jointly in the status 
of an association of persons or body of indi\ iduals. In regard to income 
from salary and other intoinc derived by personal exertion, however, 
the spouses will be assessable individually on their separate incomes. 

39. At present, tax ivlief is allowed to individuals with reference to 
their long-term .savings in specified media e.g. life insuranc'e, provident 
funds, including the Public Provident Fund. lO-Ycar or 15-Year Cumu¬ 
lative Time I>:pusiis in Post Offices, etc., up to specified limits, A Hindu 
undivided family is likewise entitled to tax relief on long-term savings 
tlirough life insurance. Savings in these media up to 30 per cent, of the 
gross income qualify for tax relief in the case of an individual, subject 
to a monetary limit of Rs 15,000. The tax relief is allowed by deducting 
60 per t\^nt of the first Rs 5.000 and 50 per cent of the balance of the 
qualifying amount of savings in computing the taxable income of the 
individual. 

40. It is now proposed to extend to married couples governed by 
system of “community of }7ropcrty" in 1 lie Union territories of Dadra 
and Nagar Haveli and Goa, Daman and Diu the benefit of tax relief 
on their long-term savings in specified media on the same lines as are 
presently available in the case of individuals. Under the provision as 
proposed, married individuals in these Union territories who arc assess¬ 
able to income-tax in the status of an association of persons or body of 


individuals by reason of their being governed by the Portuguese personal 
law of **^community of propeny** will be entitled to tax relief with refe¬ 
rence to the savings, effected by them out of tbeir income chargeable to 
tax, by way of premiums paid on policies of insurance or contiictsfor 
deferred annuities on the life of either spouse or on the life of any child 
of either spouse; deposits in a 10-Vear or 15-Year Account unto the 
Post Office Savings Bank (Cumulative Time Deposits) Rules, 1959: and 
contributions to the Public Provident Fund set up by the Central Govern¬ 
ment. Savings in these forms will qualify for tax relief up to 30 per cent, 
of the gross total income of the association or body, or Ra 15,000 which¬ 
ever is less, as in the case of individuals. The tax relief will be allowed 
by deducting 60 per cent, of the first Rs 5,000 and 50 percent of the 
balance of the qualifying amount of savings in computing the taxable 
income of the association or body. 

41. The provision, as proposed, is being brought into effect f^om 
1.4.1971, and will accordingly apply for the assessment year 1971-72. 
In regard to the period up to and including the assessment year 1970-71. 
similar relief has been allowed to such married couples in these Union 
territories by tlie. issue of a Removal of Diflkulties Order by the Central 
Government under section 7 of the Taxation Laws (Extension to Union 
Territories) Regulation, 1963. 

(Clause 12) 

42. Provision authorising payment of income to non-residents without 
deduction of tax at source in certain oases :—Under the existing provisions 
of the Income-tax Act, any person responsible for paying to a non-resident 
including a foreign company, any income by way of interest (other than 
“Interest on securities") or any other sum (other than dividends) which 
is cliargeable to income-tax in India, is required to deduct tax at source 
on such income at the time of payment. [Income by way of salaries, 
“Interest on securities" and dividends are also subject to deduction of 
lax at source in all cases, regardless] whether the recipient of the income 
is resident or not resident in India.] This provision causes avoidable 
inconvenience to persons and concerns who, though technically not resi¬ 
dent in India, conduct their activities in this country on a more or less 
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pmsmximt basis through a branch or other estabUshiaoefit and'are legu* 
tally assessed to income-tax here* Apart from this^ the existing pro- 
visimiy if inteipieted sirict]y« ^ould require tax to bedeductedat source 
wiOi refaiefioe to the income element embedded in psyments, made by a 
large number of consumers, for goods or services provided by non-ie- 
sident concerns operating in India. With a view to avoiding hardship 
and tnConvenienoe in such cases, it is proposed to make a specific pro- 
miofi under which any non-resident, including a foreign company, may 
obtain, from the Income-tax Officer, a certificate authorising him to re¬ 
ceive payments of income by way of interest (other than ''Interest on 
seeurides’*) or any other sum (other than dividends) which is chargeable 
to tax in India, without deduction of tax at source. Such application 
may be made in the cases and under the circiunstances to be specified 
by the Central Board of Direct Taxes in the Income-tax Rules. Ihe 
Rules will also specify the conditions subject to which such a ccnilicate 
may be granted by the Income-tax Officer and provide for other connec¬ 
ted matters. Every person responsible for paying such interest or other 
sum to the holder of a certificate granted under this provision shall pay 
sudi income without deducting tax at source so long as the certificate 
is in force, i.e. tlie period specified in tlte certificate, or if jt is cancelled 
by the Income-tax Officer earlier, till such cancellation. 

(Clause 24) 

43 J^oHvr to Commissioner of Income-tax to grant extension of time 
for payment of the final instalment of advanie taoc in certain cases —The 
Finance Act, 1969 made certain changes in the scheme of payment of 
advance tax under the Incomc*tax Act witli a view to making the scheme 
more effective. Under the provisions as amended, advance tax is payable 
during the financial year 1969-70 and subsequent years by all categories 
of persons in three equal instalments, as against four instalments forcer- 
tain categories of cases and three for others under the earlier law. These 
instalments are due on Juno 15, Septemjbor 15 and Deceiqber 15 of the 
financial year in the case of a person deriving 75% or more of his total 
income from a source or sources for which lie closes his accounts on 
December 31 or earlier. In other cases, the instalments are due on 
September 15. December 15 and March 15. Another change made last 
year placed a statutory obligation on the taxpayer to make an estimate 
of his current income and pay advance tax thereon if such tax exceeds 
the advance tax demanded from him by more than ]/3rd of the latter 
amount. Formerly, there was no such obligation on the taxpayer to 
pay a higher amount of advance tax than that demanded by the Income- 
tax Officer. These provisions lead to some hardship to taxpayers in 
those cases where the accounts of the business carried on by the taxpa¬ 
yer are closed on SUt December or 31st March, because, in such a case, 
it will be difficult for him to make a reasonably accurate estimate of the 
profits of such business before closing of accounts on expiry of the acc¬ 
ount year. The statutory provisions on the other band, require such a 
taxpayer to make an estimate of his current income and pay advance 
tax on ti^ff basis 15 days before the date of closing of the accounts. 

44. With a view to relieving hardship and inconvenience to tax¬ 
payers in such cases, it is proposed to make a provision authorising the 
Commissioner of Income-tax to extend the due date for payment of the 
last instalment of advance tax iit deserving cases. Such extension will 
be granted by the Commissioner where he is satisfied that, having regard 
to the nature of the business carried on by the assessee and the date of 
e xpiry of the previous year in respect of su^ business it will be difficult 
for the assessee to furnish ^ es^mate of his current income and of the 
advance tait payable by him on such income before the due date of the 
final insUlment. The assessee will, howmer, be required to pay the ad¬ 
vance tax demanded fromthim by the Income-tax Officer on or before 
the due date specified in the Jaw for this purpose and, if he does ihis,he 
may be allcwed time to furnish the estimate of his current income and 
of the advance tax payable thereon up to a period of 30 days following 
the last day of the previous year in respect of his business. Where such 
extension is granted by the Commissioner, the assessee may pay the 
further amount of advance tax (i.e. the amount by which the advance 
tax abtady paid by him falls si^rt of the advance tax payable in 
' .ecoordatiGe with his estimate) pn or before the date so extended. 

(Ciguse 25) 

Other Auuiiian i i t i to the lacoeie-tax Aet 

45 Amendment of provision for grant of export markets 4mhi/went 
ettMMwe thtmMfiiwviskms —• 


The Finance Act, 1968 introduced a new provision in the Income-tax 
under wdiich domestic companies and resktent non corporate tax¬ 
payers, incurring expenditure under specified heads for development of 
export markets for Indian goods on a long-term basis, will be entitled to 
an export markets development allowance in the computation of their 
taxable profits. This allowance consists of a weighted deduction in an 
amount equal to l-i/3rd times the amount of the qualifying expendi- 
tine. One of tlie heads of expenditure specified in the relevant provision 
as qualifying for the weighted deduction is that incurred oh 'distribution, 
supply or provision outside India, of the goods, services or facilities dealt 
in or provided by the taxpayer in the course of his business. This pro¬ 
vision is susceptible of the interpretation that expenditure incurred by an 
exporter on payment of ocean freight, insurance, etc., in connection with 
sale of goods to a foreign purdiaser on the c.i.f. basis, would qualify 
for the weighted deduction. As thi.s is not the intention underlying the 
provision, it is proposed to amend the relevant clause so as to make 
clear tliat expenditure on 'distribution, supply or provision outside 
lndia« of goods, services or facilities Will not include expenditure incurred 
in India in connection therewith or expenditure (wherever incurred) on 
the carriage of such goods to their destination outside India or on the 
insurance of such goods while in transit. This amendment will take effect 
retrospectively from 1-4-1968, from which date the relevant provision 
was introduced in the Income-tax Act. 

(Clause 8) 

46. Clarificatory amendtneni to the provision for deduction, in the case 
of certain financial corporations, of profits transferred by them to a special 
reserve account^ subject to certain limits. —Under the Income-tax Act, 
financial corporations engaged in providing long-term finance for indus¬ 
trial development in India are entitled to a deduction in the computation 
of their profits, of amounts transferred by them out of such profits to a 
special reserve account up to a specified percentage of their total income. 
This concession is admissible only where the financial corporation is 
approved by the central government for this purpose. Up to and in¬ 
clusive of tbc assessment year 1965-66, the amount of tlie deduction under 
this provision was limited to 10% of the total income of the corporation. 
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Under the Finance Act, 1966, the quantum of the deduction was increa¬ 
sed to 25% of the total income in the case of a financial corporation 
having a paid-up capital n^ exceeding Rs 3 crores. This amendment 
was made with st view to facilitating the building up of internal resources 
of these corporations at a fast pace, so as to enable them to dispense 
with tile need for obtaining subventions from the state governments. 
The amendment made by the Finance Act, 1966 was effective from 1-4- 
1966 and was applicable to assessments for the assessment year 1966-67, 
and subsequent assessment years. The intention was that in the assess¬ 
ment for 1956-67, any financial corporation, which was already entitled 
to the deduction up to 10% of iu total income under the earlier law, 
should qualify for the increased quantum of deduction if it transfers the 
necessary further amount to the reserve out of the profits of the relevant 
previous year. 

47. Financial corporations which maintain their accounts for the year 
ending on 30th June or near date would have closed their accounts for 
the previous year relevant to the assessment year 1966-67 and these 
accounts may also have been adopted at the general meeting of the 
shareholders, before the introduction of the Finance Bill, 1966. In such 
a case, the financial corporation can appropriate the additional amount 
of 15% to the special reserve only in the accounts of the following year. 
In order to remove any doubts about the applicability of the amended 
provision for the allowance of deducting up to 25% of the total income 
in the case of such a corporalioPfor the assessment year 1966-67, it is 
proposed to make a clarificatory amendment to the relevant provision 
in the Income-tax Act. The amendment makes it clear that where the 
amount carried to the special reserve in the previous year relevant to the 
assessment year 1966-67 by such a financial corporation falls short of 
25% of its total income, it will nevertheless be entitled to the deduction 
up to 25% of its total income if it transfers a fiuther amount to such 
reserve in the immediately following year. 

(Clause 9) 

4S. Clarificatory amendment to the provision for concessional taxation 
of income derived by Indian companies from transfer or servicing of tech¬ 
nical know-how. —The Finance Act. 1969 introduced a new provision 
in the Income-tax Act with effect from 1-4-1970, for the concessional 
taxation of income received by an Indian comp^tny by way of royalties, 
technical service fees, etc. from any business concern in India in consi¬ 
deration of(providing techuical know-how or technical services to such 
concern. Under this provision, the company will be entitled to a de¬ 
duction of 40%of such income in the computation of its taxable income. 
This provision is intended to encourage the'.development of local know¬ 
how by Indian companies and thereby minimise the repetitive import of 
technology. 

49. Under llic provision as originally introduced in the Finance Bill, 
1969, there was astipulation that the concessional basis of taxation will 
be available only where the agreement under which the technical know¬ 
how or technical services are provided, has been approved by the central 
government before the 1 st October of the relevant assessment year 
During the clause-by-clause consideration of the Bill in the Lok Sabha, 
an amendment was made to this provision which has the eifect of making 
the concessional basis of taxation available subject only to the condition 
that the approval of the central government to the relevant agreement 
should have been applied for before the 1st October of the assessment 
year, even though approval may be refused subsequently. As the pro¬ 
vision for approval of the agreement by the central government was 
intended to pievent abuse of the tax concession, it is now proposed to 
make a clarificatory amendment to the above mentioned provision so 
as to make it clear that the tax concession will be available only where 
the relevant agreement is approved by the [central government and that 
such approval is to be applied for before the 1st October of the relevant 
assessment year. 

(Clause 16) 

Proposed Amendments to the 1^ea)th-Tax Act. 1957 

50. Increase in the rates of ordinary wealth-tax in the case of indivi¬ 
duals and Hindu undivided families —Under the Wealth-tax Act, 1957, 
wealth^tax is chargeabe on the net wealth in the case of individuals, 
Hindu uitdivided families and companies. The charge of wtalth-ux 
on the net weahh of companies was suspended under the Finance Act, 
1963, and has not been revived. In the case of individuals and Hindu 




undivided fatnilies, the rates of ordinary weaUhi^tax, at present^ range 
from 0 • 5 % in the lowest slab of net wcaltli (after the inttial exemption 
of Rs. 1 lakh in the case of individuals and Rs.2 lakhs in the case of 
Hindu undivided families), to a maximum of 3% onnet wealthUithe 
slab over Rs 20 lakhs. As a measure for bringing about soeio-econoinic 
equality and pievaating concentration of wealth, it isproposed toinorea- 
sethe rates of ordinary wealth-tax in tbecase of individuals and Hindu 
undivided families from the present levels. The proposed rareis 1% 
in the lowest slab of net wealth (following the initial exemption t&TRs.t 
lakh in the case of individuals and Rs 2 lakhs in the case of Hindu un¬ 
divided families, as at present) up to Rs 5,00,000; 2% on net wealth in 
the slab Rs 5,00,001-10^00,000; 3 % in the slab Rs 10,00,001- 
15,00,000; 4% in the slab Rs 15,00,001-20,00,000; and 5% on the net 
wealth in excess of Rs 20,00,000. 

51. Increase in the rates of additional wealth-tax on the value of urban 
lands and buildings in the case of individuals and Hindu undivided families^ 
Additional wealth-ux is leviable at present on the value of lands and buil¬ 
dings situated in cities and towns with a populationexoeetfing one lakh 
and included in the net wealth of individuals and Hindu undivided fami¬ 
lies. Certain initial exemptions ranging from Rs 2 lakhs to Rs 5 lakhs 
are provided depending upon the population of the city or town In 
which the land and buildings are situated. There is a further exemption 
of Rs 2 lakhs in all cases, and on the balance of the value of such lands 
and buildings, additional wealth-tax is levied at rates ranging from 
1 % to 4%. The 4% rate applies to the value of urban lands and buil¬ 
dings over Rs 19-22 lakhs depending upon the population of the city 
or town in which such assets are situated. ^'Business premises*’ (t.e. 
buildings and lands used by the taxpayer for the purposes of his own 
business or profession) are excluded from the scope of the levy. 

52. It is proposed to make certain modifications in the scheme of 
levy of additional wealth-tax in the cases>f individuals and Hindu un¬ 
divided families, as explained in the following paragraphs. 

52.1 The additional wealth-tax will be leviable on the net value of lands 
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StaniclandiM dn 

PERKINS 

S. 354 V 

VEHICLE HiESEL ENOINE 

the most tillable and 
Inexpensive power unit 


Why !• one engine yireferi^egr ror elear exhauet* faet 
travelling with tnaxtmAins loacL emoothnees 
manoeuvrability and eaee of operation. 

rerkine ie the ideally suited truck diesel engine because 
It ensures these regular features with other plus 
features. For OKamplei-* 


Low weight per unit power and 
compactness mean extra payload. 
All components that require 
routine service are easily acces¬ 
sible. 


Direct injection combustion system 
with distributor type fuel iniection 
pump. Automatic advance and 
retard of the injection system and 
hydraulic governing ensure excep* 
tionally low fuel consumption 
under all operating conditions. 

Timing drive through helicalgeara. 

AN[>UfAPSONS ENSURE GENUINE REPLACEMENTPMTS ARE ALWAYS AVAILABLE READILY 



12 volt electrical equipment en¬ 
sures positive and instant starting 
under normal conditions. 



mm* Momt Ism. 
Madnii*2. 

Brftnchcs at: Oolacamunc 
Bangalora, TlruchlrapaMl. 
Sactindarabad. 






The Seed Corn! Tliere is one qui« 
I ck way of bringing a farm to an end, 
land that is to rob the farmer of his 
{seed corn. Out of each harvest, a 
farmer must put by a percentage of his 
corn to plant again in the next season. 
And if he has to expand and to plant 
new fidds, then he .must retain more 
rad more of his crop to have more and 
Seed corn, - 


Profit is the seed corn of industry. As 
the com grows and the seed increases, 
so profits flow out of industry. They 
arc not a weed, to be scythed by the 
scythe of taxation or to be eradicated j 
by the hoe of nationalization. They are 
the measure of an industry’s efficiency. | 
They are the new power generated by 
that industry for the caatioa^of^fur^, 
thcr Industries, 


TA T A , E N t E it P RlS E S 
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3 

MNIITIS 
PLEASE I 


-It won't take you longer to read this bit of 
information about the German Democratic 
Republic. 

Ours is a small country, According to territory 
we rank 92nd in the world and would cover, 
for instance, only one third of Rajasthan state. 
Our population as well cannot be compared to 
India’s. Here we rank 31st in the world, 
having about the same number of inhabitants 
as Kerala. 


It's different, however, with the industrial out¬ 
put of the German Democratic Republic and 
her 1 crore and 70 lakhs of people. Our 
country is among the 10 leading industrial 
countries of the world. Let's prove this by 
facts and figures: 


How much is being produced In the German 
Democratic Republic today, now, during these 
veryQBBB3? of ail; the current out¬ 
put of 2 months and 21 days Is equal to that 
of the whole year of 1950 :• But lei's slick to 
ourQQQJQQj. Goods worth 27 lakh lupees 
are being produced In the German Demccratic 
Republic (nQIQQIIlQQ, goods su^h as 42 tons 
of cement, 15000 litres of diesel oil-100 square 
metres of photographic end cine filn'i 300 kq 
synthetic fibres, which would be sufficient to 
make 2,100 shirts—all in| 


3 minutes 



How else ii this twentieth part of an hour 
utilized, what else is being produced ? Just a 
few more items: 3 sets of bedroom furniture- 
4 sewing machines—0 bicycles—10 cameras- 
15 motors—18 radio sets—87 clocks and 
watches—3,480 pairs of stockings and socks— 
13.632 square metres of textiles, which would 
be sufficient to make 4,545 suits and dresses— 


3 minutes 


So, about 3 hours would be enough to provide, 
for instance, the entire population of Bhopal 
with new clothes, And the output of textiles 
in the G.D.R. in 2 days would do to dress, for 
instance, all the people of Delhi and Bangalore. 


This could be continued, of cours e. But, as 
we said before, let's stick to ourQBSDBffi* 
They are almost over now, and you dtdn'i 
spend them in vain since you got to know what 
the GERMAN DEMOCRATIC REPUBLIC is 
able to make out of and in iust BBIHBH . 


6ERMMI DEMOCRATIC REPUBUC 

Repri's$ntilioni, in India : 

I.KautilyaMdrq NEW DELHI 
122, Dinshaw Wacna Road BOMBAY 
7-B. Middfetoi: Sireet CALCUTTA 
1/1, Kodambakkam High Road MADRAS 


>■1 
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and iMlldtiig^ aituatad in “nrban and included in the m wealth 
of the individual er Hindu undivided family. For this purpose, ‘"urhan 
area** Is being defii^ to mean any am within the limits of a municipahV 
ty or cantonment board which h^ a poputation of not less than 10,000 
according to the latest census for Wldch relevant figures have been pub- 
Jished. Power is being taken to the central government to bring within 
the term *'urban area'*, by notification in the Official Gazette, any area 
falling outside the Hmits of any such municipality or camonment board 
and up to a maximum distance of fi kilometres from such limits. This 
will be done by the central govemnnent having regard to the extent 
of, and scope for, urbanisation of that area and other relevant consi¬ 
derations. 

52.2. ''Business premises" will continue to be excluded from the 
proposed levy, as at present. But the definition of "business phmiises" 
will be modified to bring guest houses maintained by business concerns 
within the scope of the levy of additional wealth-tax. 

52.3. The initial exemption of the value of lands and buildings (other 
than business premises) in "urban areas" will be fixed in a uniform am¬ 
ount of Rs 5 lakhs, regardless of the poputation of the place where these 
assets are situated. On the excess of the value of such lands afid build¬ 
ings over Rs S lakhs, additional wealth-tax will bo charged at the rate 
of 5% in the slab Rs 5,00.001-10,00,000, and 7% in the slab over Rs 
10 , 00 , 000 . 

52.4. Where the net wealth of the assessce includes the value of this in¬ 
terest as a partner in a firm or as a member of an association of persons, 
and the assets of such firm or association include lands and buildings 
(other than business promises) situated in "urban areas", then, the inte¬ 
rest of the asse.sscc in such firm or association shall be regarded as par¬ 
taking of the character of lands and buildings in "urban areas" to a pro¬ 
portionate extent. For this purpose, the proportion of the value of such 
"urban assets” possessed by the firm or association to the net wealth of 
the firm or association will be ascertained, and such proportion will be 
applied to the value of the assessee's interest in the firm or association 
to determine the extent to which .such interest is to be treated as "urban 
assets". Likewise, where the net wealth of an assesstie includes the value 
of a share in a closely held company (i.c. a company in which tlie pub¬ 
lic arc not substantially interested) and appropriate proportion of the 
value of such share will be regarded as consisting of lands and buildings 
in "urban areas". This proportion will be the extent to which the net 
wealth of the company includes the value of lands and buildings in 
"urban areas" (other than business assets). 

52.5. A specific provision is also being made to make it clear tliat, 
in determining the value of lands and building in "urban areas (other 
than business premises) for the purpose of levy of additional wealth-tax, 
deduction will be allowed from the gross value of such assets for debts 
incurred for the purpose of acquiring, improving, constructing, repair¬ 
ing,renewing or^ re-constructing such land or building. But in respect of 
other debts which are deductible in computing the net wealth of the 
assessoe, these will first be deducted from the gross value of assets other 
than lands and buildings in |"urban areas" (excluding business pre¬ 
mises), and only the balance, if any, will be deducted from the value 
of such lands and buildings. 

5S, The above mentioned provisions, for increases in ilie rates of ordi¬ 
nary wealth-tax and changes in the scheme of levy of additional wealth 
tax on the value of urban lands and buildings, are being made efiective 
from 1-4-1971, ie. from the assessment year 1971-72. The maximum 
rate of ordinary wealth-tax was increased to 3% with efiect from the asse¬ 
ssment year 1969-70 under the Finance Act, 1968, Under the Bill, it is 
propos^ to increase the maximum rate of ordinary wealth-tax to 5%. 
Jt is, therefore, proposed to omit the existing provision in the Wealth- 
tax Act which ha^ the effect of limiiing, to 2 -5%, the wealth-tax char¬ 
geable in the case of individuals and Hindu undivided fbmities with re¬ 
ference to the value of sl^iares held by them in a compam^. This omission 
is being effected* retrospectively, from 1st April, 1969. 

(Pause 26 (f) 

H £MettiMion/rm levy of asffic»lturotfifi^r(y simted 

in the Staidt of jmm and JCetfAw/jr — By an amendi^^ made in the 
We«4&*tax Actjthroui^ the Finance AesL 1969, the lgVy orwealtlhtax 
in thp of JMiyid^ and Hindu uMfvided fwpRIee waseid^ 

the Miamenra for 


the extensiofi of the levy of wealth-tax to agricultural property is derived 
from Article 248 of the Constitution (relating totheresiduaty powers 
of tegislatjon) and entry 97 of the Union List in the 7th Schedvde to the 
Constitution. However, Article 248 and entry 97 of the Union Ust, 
in the form in which they ^ply to the State of Jammu and Kashmir, 
do not cover taxe^^ on the capital value of assets being agricultural land. 
In view of this position under the Constitution, it is proposed to.amend 
the relevant provision in the Wcalth-iax Act,1957 to make it clear that 
the extension of tevy of wealth-tax to agi icultural propeity under the 
amendment made last year will not apply in relation to agricultural 
land in the State of Jammu and Kashmir. 

(Clause 26 (a)) 

53* Amendment of the provision relating tt> exemption of one residential 
house from wealth^tax, —The Wealth-lax Act, at present, contains a pro¬ 
vision under which on© house or part of a bouse belonging to the assessee 
and exclusively used by him for residential purposes is not to be included 
in the net wealth. Whoresuchhouscissituaiedinaplace witii a popula¬ 
tion exceeding 10,000, the exemption is limited to Rs 1 lakh of the value 
of such house or part of a house, but where the house is situated in any 
other place, the whole of its value is exempt from wealth-tax. It is now 
proposed to extend the limit of Rs I lakh, over the value of a residential 
house eligible for exemption under this provision to such houses situa¬ 
ted oven in areas with a population not exceeding 10,000. In effect, 
therefore, the exemption of the value of one residential house will be 
limited to Rs 1 lakh in all cases. This provision is being made effec¬ 
tive from 1-4-1971, and will be applicable from the assessment year 
1971-72. 

(Clause 26 (b) 

56. Exemption from wealth*tax of Covernment securitiest shares in 
companies^ units in (he Unit Trust of India, debentures issued by certain 
institutions or authorities and bank deposits, subject to certain limits ,— 
Tile Wealth-tax Act already provides for the exemption of investments 
in several small savings and other schemes of government in computing 
the not wealth of individuals and Hindu undivided families. These cover: 


NERCUlfS INSURANCE COMPANY LTD. 

(IncorporatAd in India) 

REGISTERED & HEAD OFFICE: 

Dare House Extension. Fourth Floor, 

2/1, North Beach Road, Madras-1. 


Bombay Branch: 7, Kumpta Street, Ballard Estate, 

Bombay-I. 


Calcutta Branch 
Madras Branch : 

Delhi Branch : 


16, Hare Street, Calculta-1. 

Dare House Extension, Third Floor, 
2/1, North Beach Road, Madras-]. 

14A-15A, Indra Palace (Gobind Man¬ 
sion), Connaught Circus, New Delhi-]. 


Other Branches & Agencies : 

AHMEDABAD-BANGAIjORE—LUCKNOW— 
MADURAI—SINGAPORE AND PENANG. 


Classes of General Insurance Business Transacted. 
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tklareh 13, 


(a) 5*Year Pieced Deposits with the centml iovemmenv in the State 

of India or in Post dffioes; and (6}invesniients in specified small 
savings certificates to the extenf of the maximum amount permitted to 
*be invested or deposited therein, and deposits in Post Office Savings 
^nk accounts and Cumulative Time Deposits in Post office Savings 
Banks. An individual can currently invest in the deposits and small sa¬ 
vings schemes of the central government up jto a maximum of Rs 
1,20,000 in his own name and up to a similar amount in the joint names 
of himself and his wife or in the names of his minor children. No exemp¬ 
tion from wealth-tax is presently available in respect of units in the Unit 
Trust of India, government securities fother than 6i per cent Gold 
Bonds, 1977,7 per cent Gold Bonds, 1980 and National Defence Gold 
Bonds, 1980, and the small savings certificates mentioned above), or 
shares in Indian companies (except for a five-year period in respect of 
shams in certain manufacturing companies, forming part of the initial 
issue of equity share capital made by such companies after 31-3-1964), 

57. In order to widen the area of investments in financial assets quali¬ 
fying for exemption from wealth-tax it is proposed to extend the exem¬ 
ption from wealth-tax to the following categories of investments :— 

(a) Securities of the central government or any state govem- 
luem, generally. 

(b) Shares in Indian companies. 

(r) Debentures, issued by any co-operative society (including a 
co-operative land mortgage bank and a co-operative land deve¬ 
lopment bank) or any other institution or aiiUiority, which 
may be notified by the central government in the Official 
Gazette for the purpose of this exemption. 

(d) Units in the Unit Trust of India. 

(r) Deposits in banking companies, including co-operative bank, 
land mortgage banks and land development banks. 

There will be an overall limit of Rs 1,50,000 on the exemption in 
respect of investments in the above-mentioned assets taken together 
with the investments already exempt from woallh-tax, namely the 5- 


UNITED INDIA 


transacts : 


FIRE-MARINE-MOTOR & OTHER CLASSES OF 
MISCELLANEOUS ACCIDENT INSURANCE 
BUSINESS. 


UNITED INDIA FIRE AND GENERAL INSURANCE 
COMPANY LIMITED. 


Registered Office : 


Madras Regional Office : 
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Madra&-2. 

Phone : 81379 
Grams : “Unigen” 


“Bombay Life Bldg,” 
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Phone : 21378/9 
Grams : “Unigen” 
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with Branches in other important Cities. 

Overseas Branches: Kuala Lumpur, Kampala (East Africa) 
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London Representatives : Messrs. C. T. Bowring & Mtur 
Beddall (International) Ltd., “Bowring Building”, 

Tower Place, London, E.C. 3. 
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Year Fixed Deposits with the ime8tir.cats or 

deposits tn various small savings schemes of the central foverntneht 
already inexistence or v^iich may beldstitutM heregRer^ This limit of 
Rs. 1,50,000 will not, however, a|^y to CumtilatM TtnM Deposits 
in Post Ofite Savings banks, or to the Gold Bonds mentioned earlier, 
which will continue to be exempt as befote' The existing exemption for a 
S<*year period of shares in certain ixumxifactuHng companies, where these 
form part of the initial issue of equity capital by such cempanies after 
31-3-1964, will also be outside the purview of the above mentioned li¬ 
mit. Investments in the newly instituted 7-Year National! Savings Cer¬ 
tificates (II Issue), (111 Issue) and (IV Issue) and deposits under the 
Recurring Deposits Scheme and Time Deposits Schemes in Post Offi¬ 
ces will also be exempt from wealth-tax subject to the overall limit 
of Rs 1,50,000 mentioned above. It will bo open to the investor to 
make investments in any one or more of the above mentioned cate¬ 
gories of assets at his choice add qualify for the exemption up to 
Rs 1,SO,000« 

58. As investoients in the small savings certificates and deposit 
schemes of the central government already exempt from lax may, 
in some cases, exceed tlie limit of Rs 1,50^000, it is being specifically 
provided that such investments made before the 1st March, 1970 wilt 
continue to enjoy exemption even if they exceed tltc overall limit of 
Rs 1.50,000. 

59. The above-mentioned provisions are being made effective from 
1-4-1971, i.c. for the assessment year 1971-72 and subsequent years. 

(Clause 26 (b)) 

60. Consequent provision in the Wcalth-tax Act rehting to distribution 
and allocation of work on the functional basis among Commissioners 
Weahh’tax including Additionai Commissioners, —The Wealth-tax Act 
already provides for the distribution and allocation of work among. 
Commissioners of Wealth-tax on the functional basis by orders of the 
Central Board of Direct Taxes. Consequent to the creation of a cadre 
of Additional Cximmissioners of Income-tax to take over some of the 
functions of the Commissioner, it may become necessary to distribute 
and allocate the work on the functional basis among Commissioners and 
Additional Commissioners for the purpose of the Wealth-tax Act as well. 
It is accordingly proposed to make a specific provision to cover such a 
situation. Under the provision as proposed, in a case where two or more 
Commissioners (including Additional Commissioners) have been vested 
with concurrent jurisdiction over any assessee, the Commissioner (or 
Additional Cximmissioner) competent to perform any function under the 
Wealth-tax Act will be the Commissioner (or Additional Commissioner) 
who is empowered to perform sudi function under the orders made by 
the Board under the existing provisions for distribution and alloca¬ 
tion of the work among thdm. 

(Clause 26(c)) 

61. Provision for e^ctension of the time available for furnishing return 

of net wealth in certain Under the provisions of the Weolthftax 

Act, it is obligatory for every person who is liable to wealth-tax to furnish 
the return of his wealth voluntarily before the 30th June of the assess¬ 
ment year. Where a person is not able to furnish the return by that date 
for any reason, he may apply to the Wealth-tax Officer for extension of 
the time for furnishing the return, and the W^lth-tax Officer is author¬ 
ised to allow such extension in deserving cases. Where the net wealth 
of an assessee includes the value of assets hold in a business or profes¬ 
sion for which the accounts are dosed after the 31st December pre* 
ceding the assessment year, the furnishing of the return of wealth by 
30th of June causes inconvenience to him. This is because until the 
accounts have been closed and the balances ascertained (which takes 
a few months to be completed) the assessee will not be in a po^on 
to ascertain the value of his business assets for inclusion in his wtium 
of wealth. Under the corresponding prov^ons of the Income*4ax 
Act, such an assessee is allowed time up to ^momlw fiom the ct^ of 
the accounting year to furnish his return of income. 

62. In order to avoid inconvenlenoe to asaessees In the above men¬ 
tioned type of cases, it is proposed to make a speeffic provision itt the 
Wealth-tax Act under which the assessee will be allowed time for fund- 
shing the retunipf hk net weattb up to die dale hy whidi he is mij^jred 
to furnish the return of income in taspaeH of sboh lnMiiiem uete^^ 
Income-tax Act. Where the time for famishing the mluiii of k 
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eneodcd by the Incomo-tox Officer, siteh extension will be operative 
also for furnishing tJie rertirh of net Wealth in such cases. 

^ (Clause 26 «!)) 

63. Taxation of :hf net weafth of a private diseretionary trust .—As 
cjtplaincd in paragraphs 19 and 20 of this Memorandum, private discre¬ 
tionary tru<sls afford scope for reduction of tax liaHlity both in respect 
of income-tax on the income derived from the property settled on such 
trusts and wealth-tax ,on the assets of such trusts. In order to put an 
effective curb on the proliferation of such trust, it is propofsed to subject 
the assets settled on such a trust to wealth-tax at the flat rate of 1 *5% 
or at the appropriate higtier rale of wealth-tax which would be applic¬ 
able if such assets were held by an individual (who is a citizen of India 
and resident in India) at tho progressive rates of tax applicable in the 
case of an individual. Tfic flat rate of I -5% will be applied, under 
the provision, to the whole of the net wealth without the initial 
exemption of Rs I lakh which is avaiiitible under the rate schedule 
of ordinary wealth-tax in the case ofindiv iduals. Where the assets 
of the trust include lands and buildings in urban areas to which the 
additional wealth-t*rx applies (vide paragraphs 52-53 of this Memo¬ 
randum), such additional wealth-tax will also be chargeable for the 
purpose of ascertaining whether the appropriate rate of wealth-tax 
chargeable on such net wealth in the case of an individual is higher or 
lower than the flat rate of I Where the aggregate of ordinary 

wealth-tax and additional wealth-tax (if any) exceeds wealth-tax at 
the rate of 1 -5% on the net wealth, the higher amount will be 
the wealth-tax payable. 

64. This provision will be complementary to the proposed provision 
in the Income-tax Act for charging income-tax on the income of discre¬ 
tionary trust at the flat rate of 65or at the appropriate higher rate of 
tax which would l?c applicable if such income were the total income of 
an association of persons {vide paragraph 21 of this Memorandum). 
As under the proposed provision inthe,Income-iax Act, exemptions are 


Madura Mills 

the 

leading exporter 

of textiles 

from India. 

with exchange 

earnings of 

over Rs. 7 crores 

Madura Mills is today India’s leading 
textile exporter, with the widest range 
of products, reaching over 27 countries 
round the world. Unrivalled technical 
experience and up>to<date machinery 
and manufacturing techniques gua¬ 
rantee the consistently high quality of 
these Madura Mills products ; 

Yarns, Tyre cord warp sheets, belting 
ducks, Industrial lenos and canvases, 
Twin Tusker cotton fabrics and Sara* 
band and Saratoga terene blended 
suitings and shirtings. 


rmsirxva uT itMtmxi nSia^'urci MlHo Ct>. Ltd. 

f-H Jt d i, <3. "h Of-tjr’ 


being provided from charge 1;5% outhA 

following typNBS of casca 

(0 Where the assets are hdd under a ifiut WjU. 

(i/) Where the trusft was crinM jby i initruinent 

before the 1st Mardfjf. 1970 and the Wealt^ljaia w is sa- 
tisfled. having regard to all the at the 

relevant time, that the t^ut ww created, exclusively 

for the benefit of the dependent relatives of the s^ttler, ahd whm 
the settler is a Hindu undivided family; exdusively for the 
benefit of the dependent members of the family, 

In these categories of case$, the net wealth of the trust will be char¬ 
geable to wealth-tax at the rates a^pllcable'tn the case of anind ividual. 

65. The provision, as stalOd above, will be effective from 1-4-1971, 
i.e. for the assessment year 1971-72 and subsequent years. 

(Clause 26 (e) 

Proposed amendments to the Gift Tax Act, 1958 

66. Jfei'i.vwn of the rate sfruetttre of Cifhtax and lowering of the exempt 
tion limit —The Gift-tax Act, at present, provides a general initial exem¬ 
ption of gifts made by any person during the relevant year subject to a 
maximum of Rs. 10,000 in value. On the balance of the value of all 
taxable gifts, after deducting this initial exemption, gift-tax is chai:geable 
at progressive rates rising from 5% on the first slab of Rs. 15,000 to 
50% on the amount by which the total value of all taxable gifts exceeds 
Rs. 14,90.000. The corresponding rates of estate duty range from 4 % 
on the first taxable stab of principal value (after an initial exemption of 
Rs. 50,000), to 85% on the principal value of the estate over Rs, 20 
lakhs. With a view to bringing the rates of gift-tax more in line with the 
rate.s of estate duty and to reduce opportunities for avoidance of estate 
duty liability through making gifts, it is proposed to make the following 
changes in the rate structure of gift tax 

66.1. The value of gifts generally exempt from gift-lax is being re¬ 
duced from Rs. 10,000 to Rs. 5,000. 

66.2 The slabs of taxable gifts are being regraded and the rates of gift- 
lax in some of the slabs are being revised upward. Under the proposed 
rate schedule, the rate of gift-tax on the first slab of Rs 20,000 
of the value of all taxable gifts (i.e. after deducting the initial exemption 
of Rs 5,000 iis proposed in paragraph 66.1 above) will be 5%; on the 
next slab Rs 20,001- 50,000. the rale will be 10%; in the slab Rs 50,001 
— 1,00,000, 15%, in the slab Rs 1,00,001 - - 2,00,000. 20%; in the slab 
Rs 5,00,001 -- 10,00,000* 30%; in the slab Rs 10.00,001 -- 15.00,000 
40%; in the slab Rs 15,00,001 20.00,000, 50%; and on the value of 

all taxable gifts over Rs 20.00,000. the rate of gift tax will be 75%. 

(Clause 27 (a) & (c)) 

67. Consequential provision relating to distribution of work among 
Commissioners and Additional Commisitioners on functional basis —^Th© 
Gift-tax Act already provides for (he distribution and allocation of work 
among Commissioners of Gift-tax on the functional basis by orders of 
the Central Board of Direct Taxes. Consequent to the creation of a 
cadre of Additional Commissioners of Income-tax to take over some of 
the functions of the Commissioner, it may become necessary to distrib¬ 
ute and allocate the work on tJie functional basis among Commissioners 
and Additional Commissioners for the purposes of the Gift-tax Act as 
well. It is accordingly proposed to make a specifle provision to cover 
such a situation. Under the provision, as proposed, in a case where 
two or more Commissioners (including Additional Commissioners) 
have been vested w'ith concurrent jurisdiction over any assessee, the 
Commissioner (or Additional Commissioner) competent to perform 
any function under the Gift-tax Act will be the Commissioiier|.pr 
Additional Commissioner) who is empowered to perform such function 
under the orders made by the Board under ejiisting provisions for 
distribution and allocation of the work among Utem; 

(f^use 27 (b)) 

Proposed Ameniiments to tire Unit TnnA of Aet»1963 

68. Increase in the amount of income oavrifts in^he UtiltfrtiSfof Jfndio 
exempt from deduction of fax pt^ifource in the no^resl^n^ 

Section 32 of the Unit Trust of India Act, 1963 out the tax 
ssions available in respea of income-tax to persons invest^ in 
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INTERNATIONAL and modem 

This is our Kuala Lumpur branch at Bank in the Far East (Est. 1853). and 
2, Jalan Ampang. Kuala Lumpur, Com- the Chartered Bank Group operates in 
plated in 1865, it’s one of the most, five continents with a network of of fices 
attractive modern buildings in Malaysia in 31 territories. This puts us in strong 
and features drive-in banks and every position to look after alt your banking 
conceivable banking facility. In spite of requirements throughout the Middle 
being one of the most modern banks. £ast and South East Asia, 
we also happen to be the oldest British 

The Gluurtered Bank fironp 



THE CHARTERED BANK 

I'HBorooraiad in England with limited liabilitv 
by ROYAL CHARTER 1S53. 
AMRITSAR. BOMBAY. CALCUTTA. CALICUT, 
COCHIN. OELHL KANRUR. MADRAS. 
HEW OELHL WhSCO DA OAMA 


THE EASTERN BANK LTD. 

Incorpo'atad ■ itmiteid liability, 1908 

BOMBAY. CALCUTTA. MADRAS. 


SEkAKB^asA 



Dodge and Fargo 
elTer you a wide range of 
chatsis to ttuit your 
individual requirements. 
These chasais are ideally 
(uited to do almoet every 
job on wheel!, and lend 
themselves admirably to 
a variety of body designs — 
whether luxury transport, 
school bus, ambulance, fire 
brigade or a load carrier. 
Dodge and Fargo 
chassis are built sturdy, 
rugged and safe —to 
carry loads on any road, 
with perfect ease. 

You have a choice of 
4 engines, too, 

P.6 Diesel Engine. 

Meadows Diesel Engine, 
Premier Petrol Engine and 
P.6-354 Diesel Engine, 

f piyi 

THE PREMIER 
AUTOMOBILES LTD., 

Bombay 70. 
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jnUMUoltltust oftelia. Under one of these cxeinptioiiSi aft ix^ 
iiniMMrider is entitled to exeoii>tioxi from tax in rei^eet of the first Rs 
1,000 of in leqieet of units leoelvMI^ him frm the Un¬ 

der another provision, no tax is deductable from income in respect of 
units payable to a non^dent where such income does not exceed Rs 
I^OOO: where such inpome exceeds Rs 1,000, deduction of income-tax 
is to be made at the rate of 15% from the whole of such income. In 
thecontextof the proposed provision in the Income-tax Act for the exe¬ 
mption UP tb Rs 3,000 of income from specified categories of invest¬ 
ments including units in the Unit Trust of India (yide paragraph 14 A 
15 of this Memorandum), it is proposed to make the following changes 
in the relevant provisions of the Unit Trust of India Act 

(i) The existing provision conferring exemption from tax up to 
Rs 1,000 on income in respect of units is being deleted, (Un¬ 
der the proposed provision in the Income-tax Act. income 
upto Rs 3,000 in respect of units in the Unit Trust of India, 
taken together with income from the other categories of in¬ 
vestments specified therein will be exempt from tax). 

(//) In the case Qf income in resect of units paid to a unit-holder 
who is a non-resideut, tax will be deductible at source from 
such income only where it exceeds Rs 3,000, as against Rs 
1,000 under the present provision. 

(Cause 38) 

Pfoposed Amendment to the Companies (Profits) Surtax Act, 1964 

69 tnclusion of Additioml Ctmmissiongr of Income-tax in the cate- 
gories of tax authorities for the purposes of jiirfax.-^Under theexisting 
provision in the Companies (Pr^ts) Surtax Act, the tax authorities for 
the purposes of that Act are the same as those for the purposes of the 
Income-tax Act. In vidw of the proposed amendment to the Income-tax 
Act to include Additional Commissioners of Income-tax in the categories 
of Income-tax authorities (vide paragraph 33 of this Memorandum), 
it is proposed to make a consequential amendment to the relevant 
provision in the Companies (Profits) Surtax Act to include Additional 
Commissioner of Income-tax among the tax authorities for the pur¬ 
poses of that Act. 

(Cause 39) 

CUSTOMS 


T!ie proposals include 

(а) increase in the basic import duty on 

(0 certain wines and spirits, 

(//) certain, electrical resistance wires and strips, 

(iiO synthetic resins and plastic materials and certain specified 
articles thereof, 

(iv) drugs and medicines (other than antibiotics and sulpha drugs) 
for personal use, imported by post or air, 

(t') certain drugs, medicines and pharmaceutical chemicals, and 
(V/) certain items of machtneiy (other than those for projects), 
non-electrical instruments, apparatus and appliances and parts 
of motor vehicles; 

(б) continuance upto 31$t March, 1971, of the special duties of cus¬ 
toms at a rate of 10 per cent of the duty otherwise payable, on the lines 
of the provisoins in section 27 of the Finance Act, 1969. A notification 
is, however, being issued exempting all imported goods from this levy so 
as to maintain the status quo ante; 

(e) continuance upto 15th May, 1971, of the enabling provision for 
the Of a regulatory duty of customs similar to the provision in sec¬ 
tion 28 of the Finance Act, 1969; 

(d) abolition or reduction of export duty on,-— 

(/) jute canvas, jute webbings, jute tarpaulin cloth and manufac- 
tuibs thereof, 

(//) tea, 

2. The dhanges emimerated in sub-paras a (/) to (iv) ate being given 
sflect to by amendment of the Indian Tariff Act and those enumerated 
in sub-paras S (v), a (VQ end (d) by amewteiem of notifications already 
in force or by the issue of fis^ aoUfioatibne. 

3. Dss gsin in leMttfe tfftar of the loss in exi>oridmy 


as a result of these proposals is estimated at Rs 1780 lakhs in a year. 
Details ate given in Table L 

4. The additional revenue amounting to Rs 220 lakhs is also expec¬ 
ted firom additional, duties on imported goods corresponding to increa- 
ses/lovies of central excise duties. Details of these are given In Table 11. 

5. There will, thus, be a net increase in customs revenue of Rs 2000 
lakhs made up as under 


Gain due to increase in basic import duties 

Gain due to increase in additional duties 

Loss due to reduction or abolition of export duties 


Rs lakhs 

(+) 2755 

(+) 220 
(-) 975 


Net gain 


Tablb 1 


2000 

S. Item No. 

Brief description 

Present effec- 

Proposed 

Additional 

No. in the 
Schedule 
to the 
Indian 
Tariff 

Act. 

of goods 

live rate of 
duty 

effective 
rate of 
duty 

revenue 
expected 
(•f )or loss 
likely to 
be incu¬ 
rred (—) 
nor annum 
(Rs la¬ 
khs) 

(1) (2) 

(3) 

(4) 

(5) 

(6) 


A. Import Tariff 


1. 22(3) Wines, not contain¬ 
ing more than 42 per 
cent of proof spirit— 


(a) Champagne & 

Rs23'50 

Rs 45/- 


other sparkling 
wines 

per litre 

per litre 

+ 10 

(h) Other sorts 

Rs 14-70 
per litre 

Rs 30/“ 
per litre 


22 (4) Brandy, gin, whisky 

Rs 45/-pcr 

Rs 60/- per 

+40 

(a) and other spirits 

litre or 170 
per cent ed- 
vahrem 
whichever 
is higher 

litre or 
200%<a/- 
vahrem. 
whichever 
is higher 


28,28A Drugs and medicines 

50%(stan- 

60 % (stan¬ 

+ 100 

etc. and chemicals for 

dard) 

dard) 


the manufacture of 

40% (pref¬ 

50%(pief. 


drugs and medici¬ 
nes 

erential) 

crential) 


72 and (>rtain items of ma- 
various chinery and com¬ 
other ponents (excluding 

items those for projects 

covered by item 
72A) and including 
certain non-ferrous 
metals and other 
articles which pay 
duty at machinery 
rate. 

274% 

35?o 

2150 

73 (23) Nichrome and other 
electrtcat resistance 
wires and strips 

«)% 

100% 

+ 25 

75 (9) Motor vehicle parts 

50% (sUn- 

60% (stan¬ 

+200 

(10), 

dard) 

dard) 


(11). 12, etc. 

42*%(U.K.) 52i%(U.K.) 
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Maich 13j. 1970 


(») (2) Pi _W_(5)_^ 

7. 77 Cwtain instniments, 50% ($tan- 60%,(«tan- +40 

apparatus aiidapp* dard) dard) 

Iiances ether than 4C'% (pref- 50% (pref- 
etectrical erentiatj erential) 

8. 82(3) Synthetic resins and 60% 100% +190 

plastic materials 
and certain articles 

thereof. --- 

Total Import duly +2755 

B. E,\port Tariff 

9. 2 Jute canvas, jute Rs. 500 per Rs. 200 per — 20 

webbings Jute tar- tonne tonne 

pauHn cloth and 
manufactures there¬ 
of 

JO. 5 (/> Loose tea 15%ai/- 

valorem re¬ 
duced by 
55 Raise per 
kg. or Rs 
1 70 per kg. 
whichever 
is less. 

Nil — 955 


(1) (2) m (4} (s> m 

.— . . . . . . . . . . . . . J ... — ti-.. II ^ 

JO. 5 ao fMcaae tea in $%^vahrem 
consumer padts, or Ksi 1 ‘TP 

packed in other kgMwhkl'- 

than meml contain- ever is less, 
ers 

Total Export duty * ■ —^75 

Net, " +I78o' 


Tahle II 

ITEMS FROM WHICH SOfiSTANTUL ADDITIONAL REVENUE 
IS EXPECTED BT WAV OF ADDITIONAL DUTIES OF CUSTOMS 


Serial 

No. 

ltem(s)in the 
customs 
tariff 
schedule 

Brief description of 
the goods 

Additional re¬ 
venue expec¬ 
ted (+) per 
annum (Rs 
lakhs) 

~ 

27(4) 

Kerosene 

+ 100 

2. 

27(6) 

Motor spirit 

+60 

3. 

39 

Synthetic rubber 

+10 

4. 

46(6) 

Non-oellulosic fibre 

+ 10 

5. 

63 (10) 

Tin plates 

+ 15 

6. 

72(25) 

Parts of'irconditioners 

+ 15 

7. 

Various 

Others 

+10 


Total . +220 


CENTRAL EXCISE 
A—CHANGES PROPOSED BY BILL 

Rates of duty 


S.No. larifT 
Item 
No. 





Existing 


Proposed 

Estimated addi¬ 
tional revenue 
during one 

Description 

Unit 

Basic 

Addl. in lieu of 

Basic 

Addl. in lieu of 



Sales Tax 


Sales Tax 

full year 


1 2 


3 4 


5 


6 


7 


1 . 1 

2. lA 

3. TC 

4. ID 

5. IE 


Sugar 

(f) Sugar other titan Khandsari or palmyra 19%, ad valorem 4%> ad valorem 30% ad valorem 7 %ad valorem 

(ii) Khandsari Sugar . 10% ad valorem 4% ad valorem 15% ad valorem 71% ad valorem 

Effective rates of duty 

(1) Sugar other than Khandsari or Palmyra 

(a) Levy Sugar . 19% ad valorem 4% ad valorem 20 *% ad valorem* 5%ad valorem* 

(A) Froe-sale sugar 19% ad valorem 4% ad valorem 30% ad valorem 71% ad valorem 

(2) Khandsari sugar .10% ad valorem 2|%ad valorem* 15% ad valuitm 21%ad valorem* 

Note : Compounded levy rates for Khandasari Sugar produced by units opting to work under special procedure are 

being adjusted. 

It is a revenue measure. 

*By notification [Clauses 32 (i) and 35 (i)] 

Confectionery 
and Chocolates 

The tariff description is proposed to be amended to include cocoa powder and drinking diocoJates wliicb will pay 
duty at 10%) ad rahrem. This change is in line with the levy of 10% duty on like products falling under item 1 BJ 

[Clause 32 (H)] 

Food products produced with the aid of |>ower, namely: 10% ad valorem 

(/) Biscuits 
(if) Pasteurised butter 
(Hi) Pasteurised or processed cheese 
This new levy has been proposed as revenue measure, 

, , {(Omiso 32 (//i)l 

Aerated waters 10%«lv«towm 

This new levy has been proposed as a revenue meaSure and will be confined to aemted waten product with tbeaid • 
of power and sold under a brand name or a registered trade mark, 

(CSauae 32 (iiO 

CluGOM and dextrose 10% ad vilottin 

This new levy has been proposed as a revenue measure. 

Kaaiise32<iU» 


(Rs, iaklis) 
28,50 


(Rs, lakhs) 
5 


4fi50 


2,50 










si^At iteftER 


4€9 




Studigs In ConcaMration — 1 

THE ARTISAN 

7^ £«e«S^ 0<^ee2Sr cif‘ 

3SU/ 

WCdmJSi^ mvU 4 
^n£cu*jti^ — I 



c^iMiMieaiiA^ 


Parry's too, Is a long,entrancing 
story of concentrated effort. Started 
as a trading concern over 180 years 
ago, Parry’s has, over the years, 
gradually widened its interests, (t$ 
record or expansion has given It 
new dimensions as a progressiva 
Industrial force. 

EI-D.-Parfy is.'ao Industrial complex, 
covering Fertilisers, Pe^cides, 


Hybrid seeds, Sugar, Confectionery, 
Chemicals, Engineering goods; 
Ceramics and Petro-chemicaJs. 

E.1.D,-Parry, with its speciaiised 
knowledge, technical know-how and 
long experience, Is geared to play a 
leading role in national growth. 
E.I.D.-Parry's marketing 
organisation, with its after-sales 
service, is far-flung and dynamic. 

plMiMr* In ptMWHNl pregrtM 



UJ.«PiU»y IMITED 

itaswnoMwrni entlmd. U«WI»y of fflMibtn to UrnltoH^ 

Oar* HovM, Mudrat-I 
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MANY FACES OF NM 


HM appearad in the market 
with the first Indian Car. It 
soon became the most popu¬ 
lar and dependable car in the 
country. Now, three out of 
every five cars on the roar* 
are from HM. 

While HM continues to make 
the largest number of cars, 
its production range of motor 
vehicles now covers trucks, 
buses, driveaway chassis 
for various commercial uses. 
Further diversification 
has brought in excavators, 
earth-moving equipment and 
heavy duty cranes. Forgings 
and structural work have also 
been undertaken in its Heavy 
Engineering Division. HM pro¬ 
ducts find ready acceptance 
amongst transport operators, 
contractors and builders both 
at home and abroad. 

Through diversification, HM 
has accelerated the country’s 
industrial growth and helped 
to provide direct and indirect 
employment to thousands of 
people. 




HINDUSTAN MOTORS LTD. 

CALCUTTA 











1«iicitl3.1970 


SPECf AL BUDGET NUMBER 


471 


(Rs.la]clift) 

6* 2 Coffot 25 

Tariff description is proposed to be amended to include “Instant Coffee’’ as a new sub-item. It will pay basic duty 
at 10% ad valorem in addition to duty on coffce-cuxed used in its oianufaeture* It will not» however, pay special excise 
duty. It is a revenue measure. 

(Clause 32 (iv) 

7. y Tea 7,90* 

(1) Tea, all varieties except package tea Kg. 66 Paise R$. 2 00 

C2) Package tea Kg. 46 Paise + loose tea duty Rs. 1 -ZS+loGac tea duty 

The tariff description is proposed to be amended to inchide’Tnstant tea” as a new sub-item, whidi w ill pay duty at 10% 
ad valorem in addition to duty on loose tea if used in its manufacture. 

*Break-up details of this figure are as shown below: 

(0 Due to increase in duty on loose teas less loss due to rebate in excise duty on teas exported 2,87 

5,00 
3 


(i7) Due to increase in duty on package teas 
(ff/) Instant tea 


7,90 

Effective rates of duty (by notification) 

(a) Loose tea 


Zone— I 

Kg. 

25 Paise 

No change 

11 

Kg. 

40 Paise 

50 Paise 

m 

Kg. 

50 Paise 

Rs 1 50 

IV 

Kg. 

55 Paise 

Re 1 00 

V 

Kg. 

65 Paise 

Rs 115 

ib) Package tea 

(i) in packets containing 25 gms. or less 

Kg. 

40 Paise plus loose tea duty 

No change 

(ii) In containers containing more than 

25 gms. but not more than 20 kgs. Kg. 40 Paise plus loose tea duty 

Note:—(1) Loose tea will continue to be exempted from special excise duty. 

Re 1 00 plus loose tea duty 


(2) Rebate of excise duty is proposed to be given on loose teas exported on or after 15.4.1970 which would be 
equivalent to 30% of the f.a.s. price in excess of Rs. 5 25 per kg. subject to a maximum of 75 Paise per kg. 
Similar rebate will be admissible on loose teas exported on coasignment account to foreign destinations and 
on the loose tea contents of package teas exported. Full rebate of package tea duty referred to in (6) above 
will continue to bo admissible in addition. 


This is a measure to make up partially the substantial loss in revenue because of abolition of export duties. It 
would also restrain internal consumption so that more tea becomes available for export. 

2. Tea contained in packets containing 25 gms. or less which is mostly consumed in rural areas/by labour classes 
will not bear the proposed increase in duty on package tea. 

3. Loose green tea will continue to pay the present excise duty. 


(Clause 32 (v)] 

8.1 4n(2) Cigarettes 13,50 

Basic ' 125% ad valorem 150% ad valorem 

Additional in lieu of Sales Tax 25% ad valorem 25% ad valorem 

Special 20% of basic duty 20% of basic duty 

(Rs. Ukhs) 

Effective rates of duty Ad Valorem Ad Valorem 


(by notification 
Value for 1000 


S A B S A 

% % % % % 


Exceeds Does not 
exceed 


9. 


to. 


Rs. Rs. 


25*00 

— 

107‘5 

21-5 

23 0 

125 0 

25-0 

24*0 

y-so* 

25 00 

72*5 

'14-5 

14*0 

80 0 

16 0 

15 0 


7 50* 

40 0 

8 0 

5 0 

42*5 

8-5 

5 0 


(♦Note The limit of Rs. 7 -50, wherever it exists, is being raised to Rs 9 -50)] 

B—Basic excise duty 
S—Special excise duty 

A—Additional excise duty in lieu of sales tax 
It is a revenue measure. 


6 Motor spirit 
14A Soda Ash 


Rs. Rs. 

Kilolitre 620 0 

It is a revenue measure 

5% ad valorem 10% ad valorem 
It is a revenue measure 


[Clause 32 (vi)] 
Rs. 

720 0 


[Clause 32 (vii)J 
85 


Rs. 

21.36 


[Qause 32 (viii)] 
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n. 14,\A 


12. 14B 


13. 

14. 


16AA. 

19 


15. 22 


Chemicals, namely 

(1) Calcium caiBide 

(2) Bleadiing post^ and Bleaching powder 

(3) Sodium hydrosulphite 

This new levy has been proposed as a revenue measure 
5% ad valorem 


10% ad vaknem 1,S5 


(Rs. lakhs) 


(Oause 32(tx)i 
10% ad valorem 


1,70 

90 

Nil 


Caustic Soda 

It is a revenue measure. . .. 

[Clause 32 (x)] 

Synthetic rubber Tonne Rs. 300/- 

It is a revenue measure 

[Oause 32 (xi)] 

Cotton Fabrics 

The tariff description is proposed to be amended to include **butta fabrics” and “round mesh mosquito netting” 
in the category at present subjected to ad valorem levy instead of specihe rated levies. It has no revenue significance. 

[Clauses 32 (xii) and 35 (ii))J 

Rayon or artificial silk fabrics 12,18 

Basic Sq. metre 7 paisc 10 % ad valorem 

Additional in lien of sales tax „ 3 -6 paise 2 *5 % ad valorem 

Special 20 •% of basic duty 20 % of basic duty 

Effective rates of duty by notifications Paise per sq. Ad Valorem 

- metre 


Basic Addl. Basic Addl. 

Value per sq. metre 

Exceeds Does not 
exceed 


Rs. Rs. 



2’50 

3*5 

3*6 

2% 

0 6% 

2*50 

3 50 

3-5 

3-6 

3-5% 

1-5% 

3*50 

5 00 

3-5 

3*6 

5-0% 

2 0% 

5 00 

., 

3-5 

3 6 

6-5% 

2-2% 


16. 


17. 


18. 


19 


Note :«-Thcro will be no change in the present rates of 
(0 handloom cess of 1 9 paise per sq. metre 
(//) special excise duty of 20% of basic duty. 

It is now proposed to subject llic artificial silk fabrics which include rayon, nylon, terylene, tcrycot, tciywool, etc. to a graded levy related 
to the prices instead of specific rates of duty. 

Tlie cheaper fabrics whose wholesale price docs not exceed Rs 2.50 per sq. metre will get some relief. 

Unprocessed artificial silk fabrics will continue to be exempted. 

[Clauses 32 (xii) and 35 (iii)] 

23B Chinaware and porcelainware 72 


(2) Sanitary ware 

15% ad valorem 

25% ad valorem 


(3) Glazed tiles 

10% ad valorem 

25% ad valorem 


It is a revenue measure 

[Clause 32 (xiv)] 

26AA Iron or steel products 

The amendment of tariff description is consequential to the insertion of a new item “slotted angles and channels made of 

Nil 

steel, ” It has a no revenue significance. 

27 Aluminium Tonne 

{a) (i) in any crude form including ingots, 
etc. 

Rs. 950 00 
»» 

[Clause 32 (xv)] 

25% ad valorem 

4,70 

(//) wire bars, etc. 

{h) manufactUIi^s namely,—plates, .vJicets 
etc. 

Rs. 145 00 

25% ad valorem 


(c) Foils, etc. 

Rs. 2000 00 

20% ad valorem 


id) Pipes and tubes, etc. 

20% ad valorem 

25% ad valorem 


(c) Extruded shapes and sections, etc. 

20% ad valorem 

25% ad valorem 


Note*.—The special excise duty at 20% of basic duty will continue to be diarged in addition. 

The partial conce- 



ssions granted in rcspeci of .special excise duty arc being withdrawn. 


It is pro|x>scd to replace the existing specific rated levies on crude aluminium and its products by ad valorem levies, suitably 
rationalised. 

(Clause 32 (xvi) 

28 Tin Plates and Tin Sheets Tonne Rs 375 00 Rs 400.00 Nil 


The slat utory rate of duly is proposed to be raised to Rs. 400 00 as a measure of rationalisation. This will do away with the 
present anomaly of indigenous tinplates/ti nned sheets paying a higher cumulative duty than the countervailing duty borne by the 
imported im plates/tinned slieeis. This change will have effect only on imported tin plates/sheets whidl will pay hightR* 
countervailing duty to the extent of the increase proposed. , 


(Oause 32 (xtdi) 
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The many aspects of Hitachi 

Facets of one enormous organization. 

Each block contributing to the progress of all. 

Today Hitachi is a giant of an organization, producing thousands of products. 
For the home. For industry. Some electrical. Some not. 

Hitachi’s research organization is one of the most advanced in the world. 
Each product produced by Hitachi is tested again and again. 

The results are high quality products for less. 

In almost every area of life you’ll find 
Hitachi products to serve you. Look to Hitachi. 

More people are, everyday. 


0 


HITACHI 

HltachifLAd Tokyo Japan 


MAtA Turfaiiiatand fianorators/Traoiformort/RoUIng StP6k/Ng0tonl«s/Powdf ShovcU and Cranas/Wachina Too^is/Eiacironic 

^omptilafayiSommiinlpatlOh* / Swftctit^oafdft /ilvhttps / Elactroii tubaa /^mi«Cond«ctof t/Scjaci-llllc Inatrumanls / Rafrigacatfon / 

Conittilonlng 1i4otora’/Wtrk arfdCPbta/l^'on knd $taal Producta/mauiatfng Matarlala/Elactrlcal Hon^ AppNancaa . *, C 4 r a* iin/ 

f fancJaco / Chicago / Maalco City / Panama /Dalhi / Calcutta / Buenoa Alraa / Rio da Janair o / S4o Paulo / 

BaHrut^l^iniapdra / Bangkdk / Tatpal / Ou / iohannaabwrg / Stool / London / Sydney 
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Anglfng at ladkhal 
2. Picturwque Mughal Garden^ 
Piniore 

3 Nfdicat College, Hoh*afc 

4 Tractor Manufacturing at faridabid 

5 Agricultural College. Haul 

i Kurukshetra University Hostel 
7 A high-yielding Haryana Cow 
I luxuriant wheat crop m Govt 


Agriculture ^arm, Hissar 


9 Power for prosperity 
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20. 

2»A 

Refrigeiating and Air-cofUlitioiiing appUan^ 
aoM and machinery, all sorts and parts 
thereof 

(Ri.lakhi) 

1,!2 


• 

(1) Refirigerators, etc. 30 % ad valorem 

(2) Aii^ Conditioners ete. 30 % ad valorem 

(3) Parts theieof 40 % ad valoitan 

40 % ad valorem 

40 % ad valorem 

50 % ad valorem 




Note ;—Tfae existing special excise duty of 33 % of the basic duty continues. 





It is a revenue measure. Smaller domestic refrigerators of capacity not exceeding 165 litrc.s and components 
required for cold storage plants, air conditioning of factory establishments and hospitals run by government, local 
bodies and charitable trusts will not be Is the proposed increase in duty. 

(Clause 32 (xviii) 


21. 

33D 

Ofiioe machines and apparatus 

10% ad valorem 

2,00 

22. 

40 

This now levy has been proposed as a revenue measure. The levy at present will be confined to 30 items of office 
machines and apparatus listed in a notification which exempts all the others. 

(Clause 32 (xix) 

Steel furniture 

Nil 



Tariff description is proposed to be amended to include parts of such furniture, for clarification of certain doubts 
in the matter of assessment of unassembled furniture. It has no revenue significance. 

(Clause 32 (xx) 


23. 

44 

Sparking plugs 

10‘X, ad valorem 

80 

24. 

45 

Safety razor blades maae of stainless steel 

10% ad valorem 

10 

25. 

46 

Metal containers ordinarily intended for pa- 
kaging of goods for sale 

10% ad valorem 

6,50 

26. 

47 

Slotted angles and channels made of steel 

10% ad valorem 

50 

27. 

48 

Safes, Strong-boxes, strong-room linings; 

Cash and Deed boxes, etc. of base metal 

10% ad valorem 

50 



These new levies have been proposed as a revenue measure. 

(Clause 32 (xxi) 



B~"Special Excise Duty, Additional Excise (in lieu of Salcs-tax) Duty, Regulatory Duty and Discontinuance of salt duty. 

BXcqst where already indicated otherwise, there is no change in tlie existing effective rates of special excise duty and additional excise (in lieu of 
sales-tax) duty. 

2. The enabling provision for levy of a regulatory duty of excise, as in the past year, is being continued, However, the regulatory duty is not being 
imposed on any commodity for the present. 

3. Provision for the discontinuance of salt duty is proposed to be continued during the financial year 1970-71 also. 

(Clauses 33,34 and 36) 

C—CHANGES PROPOSED BY NOTIFICATION 


Tariff Item 


2 


Commodity 


3 


Rate of duty 
(Basic) 

Existing 


Proposed 


Estimated addl. 
revenue in one 
full year 


Rs. Rs. 

10% ad \'alorem 10% ad valorem 10% ad valorem 


Prepared or preserved foods 10% ad \'alorem 10% ad valorem 10% ad valorem 

The notification specifying the taxable items has been amended to include 13 more 
products such as U) vegetable juice; (//) synthetic syrups; (i7/) dehydrated peas; 
(/v) milk powder, etc. 

2. Milk food specially prepared for feeding infants will not bear this duty. 


(Rs. lakhs) 
50 


2 1 

Kerosene 

Kl. 

235 00 

23S 00 



iwle of 

Su^or Kero^ 

Kl; 

205 25 

225-25 

9,20 


tt 1$ a levemie measure. No change is proposed in the duty on inferior kerosene 
which is used as an tBuminam In rural areas. 
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Serve National Plans 
Save foreign Exchange 

Accelerate National Economy 
to goal of Self-Sufficiency 



\\ 










\ 'A 


% 


I 
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With best compliments of : 

KOTHARI & SORS 

As 

OROITP COMPiLRISSB 

KOTHARI nrX&XOdX^XBS XjXMITRD 

Ax>ONX spxNi^^xxo ji»rx> WRAVXNO CO* x«arx>« 

BXjXJK H/IOXJWrXAXXil XSBTArrES XRX^'U'S’^ritXSSB x/m* 

(Tea & Coffee lSBtates» Saperphoqpliate Factoty) 

WAXERFAX^X^ E8XAXE8 X/ri>. 

(KOXHARI COPPER CXJRXMG TliTORKB) 
KOXHARX SXJOARB ARX> CRRfellCAXrfB X4X]MIXXEIX> 
RAX^m AX>XE8 PX^ARXAXXONB XiIlMCXXXSO 
MAX>RA8 8APR X>RPOSIX COXffPARY lLiXMXXRX> 

IMVRBXnSRINrX XRUSX OP IRX>XA X4X]ltX'!X!*El> 

TajB^mAM : *‘K 0 THiUU** 
Telaa; 325. 


TfiLBFHONs : 8203M3 (8 lines) 
TXUNK : 811421-23 (3 lines) 


''Kotfaari Buildings'*, 

20, Nungambakkam Hi|d> Road, 
Post Box No. 3309, Madias-34. 
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March 13,1970 


(Rs. in lakhs) 


Estiraated additional revenue in one full year 


$. ' Tariff Basic excise Special excise Additional excise Total 

No* Item Commodity duty duty duty in lieu of 

No, sales tax. 





(+) 

(-) 

(+) 

(~) 

(+) 

(-) 

(+) 

(-) 



I. Existing Items 









1. 

1(1) 

Vacuum pan sugar . 

2008 

. . 

.. 

• e 

832 


2840 

• • 

2. 

1(2) 

Khandsari Sugar ■. 

10 


.. 

.. 



10 


3. 

lA 

Confectionery'and chocolates .. 

5 

. . 

.. 




5 


4. 

IB 

Prepared or preserved 











foods . 

50 

. , 

.. 




50 

a « 

5. 

2 

Coffee . 

25 

. . 

.. 

.. 



25 

. . 

d. 

3 

Tea . 

790 

, . 

.. 

,. 



790 

« « 

7, 

411(2) 

Cigarettes . 

1050 


159 

.. 

141 


1350 

m • 

8. 

6 

Motor Spirit . 

2136 

.. 

.. 




« 

213i! 

9. 

7 

Superior Kerosene 

920 

•• 

• • 

• • 



920 

Ii» 

10. 

to 

Furnace oil . 

900 

.. 

• • 




900 

• • 

11. 

14 

Paints and Varnishes. 

.. 

10 


2 



•• 

12 

12. 

14A 

SodaAsh . 

85 

• • 

•• 




85 


13. 

14B 

Caustic Soda 

170 

.. 





170 

«• 

14. 

14HM 

Fertilisers . 

.. 

18 


•• 



-• 

18 

iS. 

m 

tfautlcs . 

80 

.. 

16 

• • 



96 

i • 

16. 

17 

Paper . 

.. 

13 

- 

•• 



• • 

13 

17. 

18 

Rayon and Synthetic StMts and yarn 

120 

.. 

40 




110 


18. 

22 

Aitifickl Silk fabrics. 

870 

• - 

123 


225 


1281 

• • 

19. 

23B 

Chinaware and Poroelainware 

72 



•• 



72 


20. 

27 

Aluminium . 

285 

.. 

185 




470 

•• 

21. 

29A 

Refrigerating and Air Conditioning Mach* 











inery & Apidiances. 

84 

• • 

28 

•• 



112 

• • 

22. 

33A 

Television Receiving Sets 

30 

'• 

10 

•* 



40 

mm 



//. New Items 









1. 

1C 

Food products . 

450 

• • 

• • 

•• 

•• 

•• 

450 

- 

2. 

ID 

Aerated Waters . 

250 

•• 


•• 

• • 

•• 

250 


3. 

IE 

Glucose and dextrose. 

85 

•• 

•• 

•• 

•• 

•• 

85 


4. 

14AA 

Chemicals, namely— 











Cilciiim Carbide 











Bleaching powder 

185 

•• 

•• 

■ • 


•• 

185 

•• 



Sodium hydrosulphite 









5. 

16AA 

Synthetic Rubber . 

90 


•• 



• • 

90 


6* 

33D 

Office machines. 

200 


•• 



• • 

200 


7. 

44 

Sparking plugs . 

80 

•• 

•* 



M 

80 


8. 

45 

Safety razor blades of staintosOteel 

10 

•• 

•• 

•• 


• ■ 

10 


9. 

46 

Metal contaiiiers . 

650 

•• 

*• 




650 


10. 

47 

Slotted angles or channels of steel 

50 

•• 

•• 

•• 


“ 

50 


11. 

48 

SafeSaStrong-boxes etc.made of base metal 

50 

• • 

• • 

* • 


*** 

50 




Total op X and II 

«7» 

41 

561 

2 

1198 

mm 

13549 

43 


«U749 


.559 


1198 


.13506 
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SUMMARY 

(Rs. in lakhs) 



States' 

U.t.s’ 

share 

centre’s 

share 

Total 

(a) Basic excise duty. 

2350 

9399 

11749 

(6) Special excise duty . 

. . . . 

559 

559 

(r) Additional excise duty in lieu of sales tax 

1198 

•• 

1198 

Total 

3548 

9958 

13506 


Annexure —A 

STATEMENT SHOWING IN SELECTED CASES TAX PAYABLEANO AS A PERCENTAGE OF TOTAL INCOME, ON TOTAL 

INCOMES RANGING FROM Rs 4,000 TO Rs 10,00,000. 

(See Paragraph 3) 


Married individual having Married individual having 
Income Unmarried individual Married individual one dependent child more than one dependent 

child 


TAX TAX TAX TAX 

Amount Percentage Amount Percentage Amount Percentage Amount percentage 


1 2 3 4 5 6 7 8 


Rs 

4.000 

Rs 


Rs 


Rs 


Rs 


5,000 

138 

2 76 

55 

MO 

33 

0 66 

11 

0.22 

6.000 

248 

4-13 

165 

2-75 

143 

2 38 

121 

2 02 

7,000 

358 

511 

275 

3-93 

253 

3 61 

231 

3-30 

8,000 

468 

5-85 

385 

4-81 

363 

4-54 

341 

4-26 

9,000 

578 

6*42 

495 

5-50 

473 

5-26 

451 

5 01 

10,000 

688 

6 88 

605 

6 05 

583 

5 83 

561 

5 61 

12,000 

1,062 

8-85 

979 

8-16 

957 

7-98 

935 

7-79 

14,000 

1,436 

10 26 

1,353 

9 66 

1,331 

9-51 

1,309 

9 35 

15,000 

1,623 

10 82 

1.540 

10-27 

1,518 

10 12 

1,496 

9-97 

10,000 

1,876 

11-73 

1,793 

11-21 

1,771 

11-07 

1,749 

10 96 

18,000 

2,382 

13-23 

2,299 

12-77 

2,277 

12-65 

2,255 

12-53 

20,000 

2,888 

14-44 

2,805 

14-03 

2.783 

13-92 

2,761 

13-81 

24.000 

4,208 

17-53 

4,125 

17-19 

4,103 

17-10 

4,081 

16-67 

. 25,000 

4.538 

18-15 

4.455 

17-82 

4,433 

17*73 

4,411 

17-64 

30.000 

6.738 

22-46 

6,655 

2218 

6,633 

22-n 

6,611 

22-04 

36^000 

10,038 

27-88 

9,955 

27-65 

9.933 

27-59 

9,911 

27-53 

42.000 

13,338 

31-76 

13,255 

31-56 

13,233 

31-51 

13,211 

31-45 

40,000 

16,638 

34*66 

16,555 

34-49 

•16,533 

34-44 

16,511 

34-40 

00.000 

24,338 

40-56 

24,255 

40 43 

24,233 

40 39 

24^2n 

40-35 

72.000 

32,368 

44-96 

32,285 

44-84 

32,263 

44-81 

32,241 

44-78 

?twpoo 

45,238 

50-26 

45,155 

50 17 

45,133 

50 is 

45,111 

50-12 

MM.OOO 

52,388 

52-39 

52,305 

52 31 

52,283 

52-28 

52,261 

52’26 

3^.000 

3,74,138 

74-83 

3,74,055 

74-81 

3,74,033 

74-81 

3,74,011 

74-80 


7,86,638 

78 66 

7,86,555 

78-66 

7,86,533 

78-65 

7,86,511 

78-65 
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INCOME TAX PAYABLE IN THE CASE OF AN INDIVIDUAL, HINDU UNDIVIDED FAMILY, UNRBCaSISBED FfflMi 
ASSOCIATION OT PERSONS ETC. ATTHERATESPROPOfiBDIN THE HLL FOE COMPUTAIIMM4 <W ADVANCS 
TAX AND DEDUCTION OF TAX AT SOURCE FROM ‘*SALAR1ES DURING TWE FD4ANCIAL YEAR IWP-Tl 


A. BASIC INCOME-TAX 


Total Income 


Rs 

6,000 

7,000 

8,000 

9,000 

10,000 


10,000 

11,000 

12,000 

13,000 

14,000 

15,000 

15.000 

16,000 

17,000 

18,000 

19,000 

20,000 

20,000 

21,000 

22,000 

23,000 

24,000 

25,000 

25,000 

26,000 

27,000 

28.000 

29,000 

30,000 


30,000 

31.000 

32.000 

33,000 

34.000 

35,000 

36,000 

37,000 

38,000 

39,000 

40,000 


40,000 

41,000 

42,000 

43,000 

44,000 

45,000 

46,000 

47.000 

48,000 

49,000 

50.000 

51,000 

52,000 

53,000 

54,000 

55,000 

56.000 

57,000 

58,000 

59,000 

60»000 


Rs 

100 - 
200 
300 
400 . 
500 J 


500 f 
670 ‘ 
840 I 
1,010 f 
1,180 
1,350 J 

1,350 
1,580 
1,810 
2.040 
2,270 

2.500 

2.500 *3 
2,800 ' 
3,100 
3,400 
3,700 
4,000 J 


4,0(K) 

4,400 

4,800 

5,200 

5,600 

6,000 

6,000 

6.500 
7,000 

7.500 

8,000 

8.500 
9,000 

9.500 

10.000 

10.500 

11,000 


11,000 

11,600 

12,200 

12.800 

13.400 
14,000 

14.600 

15.200 

15.800 

16.400 
17,000 

17.600 

18.200 

18.800 

19.400 

20,000 

20.600 
21,200 
21,800 

22.400 
23,000 




(i.e* exclusive of surchaige) 


Tax For calculating tax at intcitncdiate 

levels of income. 


For every additional Rs 10 of in¬ 
come, ADD Re I 00 to the tax. 


For every additional Rs 10 of in¬ 
come, ADD Rs 1 70 to the tax. 


For every additional Rs 10 of in* 
come, ADD Rs 2 30 to the tax. 


For every additional Rs 10 of in¬ 
come, ADD Rs 3 00 to the tax. 


For every additional Rs 10 of in¬ 
come, ADD Rs 4 00 to the tax. 


}"or every additional Rs 10 of in¬ 
come, ADD Rs 5 00 to the tax. 


For every additional Rs 10 of in¬ 
come, ADD Rs 6 00 to the tax 


Total Income 

Tax 

For calculating tax at intermediate 
levels of income. 

Rs, 

Rs. 

60,000 

23,000 ^ 


61,000 

23,700 


62,000 

24^400 


63»000 

25,100 


64,000 

25.800 


65,000 

26,500 


66.000 

27.200 


67,000 

27,900 


68,000 

28,600 


69,000 

29,300 


70,000 

30,000 

For every additional Rs 10 of in¬ 

71,000 

30.700 

come, ADD Rs 7 00 to the tax. 

72,000 

31,400 


73,000 

32,100 


74,000 

32,800 


75,000 

33,500 


76,000 

34,200 1 


77,000 

34,900 


78,000 

35,600 


79,000 

36,300 


80,000 

37.000 ^ 


80,000 

37,000 n 

90,000 

44,500 1 

For every additional Rs 10 of in* 

1,00,000 

52,000 J 

1 come. ADD Rs 7 -50 to the tax. 

1.00,000 

52,000 1 

1 

1,50,000 

92.000 ' 

i For every additional Rs 10 of In- 

2,00,000 

1.32.000 ^ 

1 come, ADD Rs 8 -00 to the tax. 

2,00,000 

1,32,000 1 


3,00,000 

2,17,000 


4,00,000 

3,02,000 


5,00,000 

3,87.000 


6,00,000 

4,72,000 


7,00,000 

5,57,000 


8,00,000 

6,42,000 


9,00,000 

7,27,000 


10,00,000 

812,000 


11.00,000 

8,97,000 

For every additional Rs 10 of in¬ 

12.00.000 

9 82,000 

come, ADD Rs 8 SO to the tax. 

13.00,000 

10,67,000 


14,00,000 

11,52.000 


15,00,000 

12,37,000 


16,00,000 

13,22,000 


17,00,000 

14,07,000 


18,00,000 

14,92,000 


19.00,000 

15,77.000 


20,00,000 

16,62,000 J 


B. SURCHARGE 

To the income-tax calculated as stated above, ADD 10% thereof, by 


way of surcharge 
C. EXAMPr.E OF TAX CALCULATION : 
Income 

A—Basic income-tax ; 

On Rs 27,000 
OnRsS60. 56x4 


Rs 27.560 


Eft 4,^ 
Rs 


Rs 27,566 

JO—Add surcharge 


R4 

ro of the basic inconio-tax He* 


Tax payable 

rounded off to the nearest rupee) 


R* 

•ig-.nr- I 
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The Ashoka stands apart 
IProud and splendid. 


1 


palace among hotels. It offers you a perfect blend of 
gracious Indian hospitality and efficient international service 
in an atmosphere of Ashokan magnificence. 

Five hundred luxuriously furnished rooms with five channel 
music, refrigerators, telephones. Opulent suites, each indivi¬ 
dually designed. Five gourmet restaurants serving different 
cuisines. Acres of tropical gardens. A blue sunlit swimming 
pool. A grand ballroom. Several conference rooms. And the 
largest, best equipped convention hall in India.' 


a 


ASHOKAI 
HOTEL 


N€W DELHI 
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4 ^ 

LOOKS 

aM>i 

W11>l PRIDE 

LOOIffi 

FORWARD 

Wim HOPE 

Th» complet* rang* of heavy 
electrical machines and equipment 
produced by us has helped the 
country make big strides In the 
peaceful revolution in industry and 
agriculture and thus bring pros* 
parity to the Nation. 

At our factory at Bhopal, which 
is one of the largest of its kind in 
Asia, we manufacture the whole 
range of Steam Turbines, Genera¬ 
tors, Condensers and Feed heating 
equipment for Thermal Power 
Stations, V/ater Turbines and 
Generators for Hydro Power 
Stations, Butterfly Valves for 
general hydraulic systems, Power 
Transformers and Switchgear for 
sub-stations. Electric Traction 
equipment for freight and pessen* 
ger trains, Industrial Rectifiers, 
f^wsr Capacitors, Motor Control¬ 
gear and Large A.C. A 
motors for Cement factories. 
Rolling Mills, Mines an other 
applications. 

HEAVY ELECTRICALS (INDIA) LIMITED, BHOPAL 

(A Government of India Undertaking) 









Mucli 13,1970 


SPBOAL BUDGET NUMBER 


48S‘ 


Postal Rates Raised 

THE PRsOTOSKD RSVlSaON IN POSTAt. TELEGRAPH AND TELEPHONE TARIPPS,ARE SET OUT BELOW : 

SfiCTION 1 

POSTAL aNLAND) 



Item 

Existing Tariff 


Proposed Tariff 


u 

z 

Parcels . 

^Registration fee . 

Per 400 grams 

80 P 

75 P 

Per 400 grams 

90 P 

95 P 

3. 

Value payable articles— 

Posting Fee 

Not exceeding 

Rs. 25 

Exceeding Rs. 25 

10 P 

20 P 

For each article 

25 P 

4. 

Money Order Commission 

Per Rs. 10, upto Rs. 200 

Per Rs. 20, beyond Rs. 200 

20 P 

30 P 

Per Rs. 10, upto Rs. 100 

Per Rs. 20, above Rs. 100 

20 P 

40 P 

5. 

Telegraphic money onders— 

Supplementaiy fee . 


15 P 


50 P 

6. 

Book, Pattern Sc Sample Packets (excluding) 
book packets containing printed books only 
or periodicals only). 

Upto 50 grams Per 25 grams 
thereafter 

15 P 

10 P 

Upto 50 grams 

Per 25 grams thereafter 

20 P 

10 P 


*The proposed tariff will apply to registered articles in the foreign post also. 

Section I—Estimated additional revenue in a year.Rs. 5 45 crores. 

Section 11 
TELEGRAPHS 


Item Existing Tariff Proposed Tariff 


Phonogram fee (Booking of telegrams on telephone) 

Inland Greeting Telegrams 

Ordinary 

20 P 

Express 

Ordinary 

40 P 

Express 


Rs. 

Rs. 

Rs. 

Rs. 

First 8 words 

1*20 

2 ’40 First 8 words 

1’40 

2-80 

Each additional word 

010 

0 *20 Each additional word 

0 10 

0-20 


Section II—Estimated additional revenue in a year.Rs. 0 22 crores. 


Section III 
TELEPHONES 

1. Measured Rate systems 

Call Charges First 150 calls per •quarter No charges (covered by quar- First 150 calls per quarter No charges (covered by quar¬ 
terly rent) terly rent) 

For each extra call 15 P Next 600 calls per quarter 15 P per call 

For each Call in excess of 750 
calls per quarter 20 P per Call 

Section HI—Estimated additional revenue in a year.Rs. 2 *55 crores. 

SUMMARY OF ESTIMATED ADDITIONAL REVENUE IN A YEAR 

Section I—Postal Tariffs Rs. 5 -45 crores 

Section 11—Telegrtq>h Tariffs Rs. 0*22 crores 

Section nt—Teh^one Tariffs Rs. 2 v55 crores 

Rs* $ ’22 crores 


Total 








486 


EASTERN BOONOMrST 


March 


Savingr^^ 

Listed below are the savings schemes and the tax incen* 
tives for savings to which the Prime Minister and Finance 
Minister, Mrs Indira Gandhi, made references in Part ‘A* 
of her budget speech : 

The fourth Plan envisages the raising of resources on a larger scale 
than hitherto, both in urban and rural areas. In this context, the mobi¬ 
lization of housriiold savings becomes all the more important, especially 
in view of its potentialities. Among the measures to be taken for the 
purpose, the intensification of the small savings movement and the issue 
of rural debentures have been particularly mentioned in the Plan docu¬ 
ment. In pursuance of this objective, it is proposed to make certain 
changes in the Small Savings Schemes in order to make them more 
attractive to the genuine small saver and also to laydown a set of model 
terms and conditions for guidance in the matter of the issue of debentures, 
particularly in rural areas, for financing local sdiemes. 

Small Savings 

The Small Savings Schemes Which arc in operation at present and the 
changes that are being made therein are explained below, 

fa) POST OFFICE SAVINGS BANK 

Existing Scheme ; 

Deposits may be made in the Post Office Savings Bunk from Rs 5 
upwards up to Rs 25,000 in an account of an individual (adult or minor) 
and Rs 50,000 in a joint account. Certain types of institutions and pro¬ 
vident funds can also open accounts in the bank, there being no limit 
to the amount that may bo hold therein. Interest at 3i per cent per 
annum free of income-tax is allowed on accounts opened by individuals 
(including joint holdings) anj provident funds and at 3 per cent per 
annum on institutional accounts. The bank operates througli a net 
work of 83,300 offices of which over 66,500 are in rural areas. 

Changes being made: 

Interest at 4 per cent per annum will be allowed on the minimum 
balance held throughout a financial year provided such balance is not 
less than Rs 100. Amounts in multiples of Rs 100 may also be blocked 
for 2 or 3 years on intimation to the Post Office at which the account 
stands, in which event the amounts so blocked will cam interest at a 
higher rate viz., per cent simple (about 4}^ per cent per annum com¬ 
pound) for amounts blocked for 2 years and 4f percent simple (about 
41 per cent compound) for amounts blocked for 3 years. Thus, an 
amount of Rs 100 blocked for 2 years will amount to Rs 109 after 2 
years and that blocked for 3 years to Rs 114. The rest of the balance 
In the account will earn interest at normal rates i.e., 31 percent or 4 per 
cent per annum, as the case may be. Interest in all cases will continue 
to be tax-free. 

The above changes will apply to individual and joint accounts as also 
provident fund accounts (but not other institutional accounts) and will 
conte into force from 1st April, 1970. 

(6) FIXED DEPOSIT ACCOUNTS 

Existing Scheme : 

Amounts in multiples of Rs 50, subject to a maximum of Rs 25,000 
in an account of an individual (adult or minor) and Rs 50,000 in a joint 
account may be invested in 5-Year Fixed Deposits, both at Post Offices 
and at State Bank branches. Under the scheme, a sum of Rs 100 appre¬ 
ciates to Rs 125 at the end of 5 years, yielding a tax-free interest of 5 per 
cent per annum simple (about 41 per cent per annum compound). 

Changes bebg made : 

(a) The maturity value of the 5-Year Fixed Deposits is being in-'' 
creased by Re 1 for every deposit of Rs 100. Thus, a sum of Rs 100 
will now appreciate after 5 years to Rs 126 representing an increase in 
the interest rate to about 51 per cent simple (about 4} per cent com¬ 
pound). Premature encashment will be allowed on completion of 3 


Schemes 

yean, the amount repaid being Rs 114 for every Rs 100 Invested and 
yield 4f per cent simple (about 41 per cent compound), The inte6»t 
will continue to be free of income-tax. Tlie limit for holding wSH also 
continue to be Rs 25,000 for an individiul and Rs 50,000 for j^t 
holdings. 

The above change will come into force from 16th March, 1970, 

(b) Apart from the above, a new scheme of deposits called the 
Post Office (Time D^osits) canying no special tax concessions is being 
introduced for the benefit of small savers who may either be non-tax¬ 
payers or pay tax at low rates. Under this scheme, Timd P^osits in 
multiples of Rs 50 for 1, 3 and 5 years will be accepted in Post Oflkes 
doing Savings Bank work. Only individuals (adult or minor) or two 
individuals jointly may invest in the new Time Deposits but there will 
be no limit to the amount that may be deposited. Interest will be payable 
annually at the rate of 51 per cent fbr 1 year deposits, 61 per cent for 3 
year deposits and 6{ per cent for 5 year c^osits. The interest is subject 
to income-tax but there will be no deduction at source. 

The new Time Deposit Scheme will come into force from 16th March, 
1970 in the Post Offices and will be extended to the State Bank offices 
later. As the printing of Pass Books will take some time, tcmpoiarv 
receipts will be issued to depositors till the printed pass books become 
available. 

(c) CUMULATIVE TIME DEPOSITS 
Existing Scheme : 

There are three types of Cumulative Time Deposit accounts, viz.. 5, 
10 and 15 year accounts. These are available to individuals (adult or 
minor) or two individuals jointly. Amounts in multiples of Rs 5 (as 
may bo selected when opening the account) but subject to a maximum 
of Rs 500 per month may be deposited every month into the account, 
the principal, together with accrued interest, being repayable at the end 
of the period. Deposits may also be made in advance in lump covering 
a period of 6/12 months at a suitable discount. The maturity values for 
a monthly deposit of Rs 10 are Rs 670 for a five-year account, Rs 1,500 
for a ten-year account and Rs 2,600 for a fifteen-year account. The rates 
of interest work out to 4 - 5 per cent compound for 5 and 10 year accounts 
and 4 '8 per cent compound for 15-year accounts. The interest is exempt 
from income-tax in all cases. In addition, deposits in the 10 and 15-year 
accounts qualify for deduction from income for purposes of income-tax 
on the same pattern as for life insurance premiums and provident fund 
contributions. A depositor may withdraw up to 50 per cent of the de¬ 
posits made, once in a 5-ycar account, twice in a ten-year account, and 
thrice in a fifteen-year account. 

Changes being made : 

(a) The rates of interest at maturity of the 5 and 10-year accounts 
are being incieased to about 4| per cent per annum compound and of the 
15-year accounts to 5 per cent per annum compound. Accordingly 
every deposit of Rs 10 per month in a 5-year account will amount to 
Rs 675 at maturity against Rs 670 at present. The maturity value of a 
10-year account for a like amount will be Rs 1,530 against Rs 1,500 at 
present, and of a 15-year account, Rs 2,655 against Rs 2,600 at 
present. 

(b) Apart from the above, a new scheme, called the Post Office 
(Recuning Deposit) Scheme is being introduced. Under thjs scheme, 
individuals (adult or minor) or two individuals jointly may depcsit 
amounts in multiples of R$ 5 (to be selected when opening an account) 
monthly for a period of 5 years at any Post Office doing Savings Bank 
work, the principal together with accnied interest calculated at nearly 
6i per cent per annum beii^ repayable at the end of the period. 
maturity value of an account of the denomination of Rs 10 will accor¬ 
dingly be Rs 700. There will be no limit on the monthly de^ts. 
Deposits covering a period of d/12 months may also be ma^ In Imp 
i n advance at a suitablediscount. The interest will ht subj«Kt to iDeODii^ 
tax but ux win not be deducted at sbiixoe. There srilt tni oiBy <hie ty^ 
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WHATS SOCIAL ABOUT 
OVEB 3 CRORE CKSARETT^ 
ENJOYED BY SMOKERS 
LIKE ME EVERY DAY! 





CHARMIN AR TASTE 
OF COURSE t 


That’s right 1 

Lakhs of smokers enjoy over 
3 crore Charminars every day 
>- adding upto over 100 crore 
every month. 

That’s because Cbarminar 
offers something special: taste. 

Charminar taste comes from 
the flavour of pure .tobaccos. 
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htended m experts, 
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India’s largest sefiinf 
cigarette 


30 P for 10 


v$C/C«s 









EASTEl^N ECQNQMJS^T 




V' 



with the 
compliments of 

martin bum ltd.o 







$PECIAL BUPOCT NUMBER 


489 


fii iBDODunt viz., a S^yew: wzscHint. Qm wUMtawa] aot ezcee4iAg 5(), per 
cent of the znMmat \n deposit wiHl be permitted. 

The above changes will come into force ftmn let April. 1970. As 
the printing of Pass Books will take some time, tempoiary receipts will 
he issued to depositors till the primed pass books be^me available. 

(d) SAVINGS CERTinCATES 

Ealstliig^kslieme 

(0 12^Keer Nathnal Defence Certificate : This Certificate is sold 
through Post Offices, and provides for repayment of principal together 
with interest after 12 years, amounting in all to Rs 180 for every Rs 100 
invested. Encashment at proportionate values is permissible any time 
after the lock-up period of one year. The interest is exempt from in¬ 
come-tax. 

aO lO-Xw Defence Deposit Certificate : This Certificale is sold 
througli offices of the Reserve Bank of India, the State Bank of India, 
and its subsidiaries and the Post Offices. It provides for payment of 
interest annually and the principal at maturity or earlier. J>retnatiire 
encashment after the lock-up period of one year is also permitted subject 
to a suitable discount. The interest which works out to 5 per cent at 
maturity is free of income-tax. 

07/) \(S*Year National Savings Certificate {ll^rsue): This Certificate 
is sold through Post Offices and State Bank of India and provides for 
repayment of principal togetlter with interest after 10 years, amounting 
in all to Rs. 180 for every Rs. 100 invested. Encasl ment is permissible 
after the lock-up period of two years. The interest is liable to tax at the 
average rate applicable to the holder under the Income-tax Act, 1961, 
but no tax is deducted at source. 

Changes being made; 

The Certificates mentioned above will be discontinued and replaced 
by three new varieties of 7-Year National Savings Certificates, their 
details being as follows: 

(f) l*year National Savings Certificate (If Issue) : This Certificate 
will be sold through Post Offices doing Savings Bank work and will be 
available in denominations of Rs. 10, Rs. 100, Rs. 1,000 and Rs. 5,000. 
The amount invested together with interest calculated at about 5 per 
cent per annum compound will be repaid after 7 years. For every Rs 100 
invested the maturity value will be Rs. 141. Encashment before ma¬ 
turity will be allovred after 3 or 5 years at Rs. 114 (yielding about 4J 
per cent per annum compound) and Rs. 126 (yielding about 4i per cent 
per annum compound) respectively for a Certificale of Rs 100. The 
interest will be exempt from income-tax. 

(//) l-yegr National Savings Certificate (Ul Issue) : This Certificate 
will also be sold through Post Offices and will be available in denomina¬ 
tions of Rs. 100, Rs. l.OOO, and Rs. 5,000. Interest at 5 per cent per 
annum will b^ payable annually but the principal will be returned after 
7 years. Encashment before maturity will be allowed after 3 or 5 years 
subject to a suitable discount, e.g., for a Rs. 100 certificate the encash¬ 
ment value after 3 years will be Rs. 98 -50 and after 5 years Rs. 98 -TS* 
The Interest will be exempt from income-tax. 

Tlte limit of investment in the National Savings Certificates, II and 
III Issue, taken together will be Rs. 25,000 for an individual (adult or 
minor) and Rs. 50,000 for two individuals jointly. A registered trust and 
a registered association or body may invest up to Rs. 50,000; a co-opera¬ 
tive society including a co-operative bank, local authority and a regis¬ 
tered institution donations to which are exempt from income-tax upto 
Rs. 1,00,000. Provident frinds may invest without any limit. These 
limits will be Inclusive of investment in the earlier tax-free certificates. 

(Jii) 1-year National Savings Certificate (IV Issue ): TTiis certifioite 
will also be sold through Post Qffices and will be available in denomina- 
ttQfu of Rs. IQO, Rs, 1,000 and Rs. 5,000. Imemst at U per cent will be 
payaMe artnually but the principal will be xetume^ after seven years, 
FPematuie en^ wiH be pemhted after 3 or 5 years subject to 
a ftthable discount, e,g., for a GestUicate of Rs 100^ thp epenihmedt 
value 3 years will be RS. .96 and after 5 yetirs Rs. 97- The interest 
adU M fuhNiPt but w^U he no diiiduotioo of tax at 


source. There will be no limit for imestmsnt in these Certificates. 
Only individuals (adult or minor), including two individuals jointly, will 
be allowed to invest in these Certificates. 

The above changes will come into force from ilvj i fifh March, 1970 
in the post Offices and will be extended to State Bank offices later. As 
the printing of the now Certificates may take some time, temporary re¬ 
ceipts wtli be issued to investors till the printed Certificates become avail¬ 
able. 

A statement summarising the changes which are being made is appen¬ 
ded at the end. 

PUBLIC PROVIDENT FUND SCHEME 
Existing Scheme: 

The scheme is operated at all branches of the State Bank of India and 
its subsidiaries. Under the scheme any adult may on his own behalf 
or on behalf of a minor open an account and make deposits not excee¬ 
ding Rs. 15,000 in a financial year. The subscriptioas qualify for deduc¬ 
tion from income for purposes of income-tax on the same pattern as life 
insurance premiums, deposits in 10 and 15 year Cumulative Time De¬ 
posit accounts and contributions to other recognised provident funds. 
The deduction is computed at 60 per cent of the first Rs. 5,000 and 50 
per cent of the balance of all such savings, subject to a ceiling (on savings 
for this purpose) of 30 per cent of the subscriber's income or Rs. 15,000 
whichever is less. Interest payable on the deposits is to be notified by 
the government every year. The interest rate fixed for the current 
year was 4 -8 per cent per annum compound, free of income-tax. The 
balance in the account can be withdrawn at any time after 15 years. 
The scheme permits withdrawals witliin limits after five years of opening 
an account. During of the first five years, however, a depositor may 
take loans from his account. 

Changes being made : 

The rate of interest payable on the deposits in the Public Provident 
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Fund is being increased from 4 8 per cent to 5 per cent per] annum com-^ 
pound wHh effect from lu April, 1970 • 

" DEBENTURES 

Approved state-sponsored institutions issue debentures to raise 
resources (particularly in rural arcasj in Tder to finance local schemes. 
By approved state-sponsored institutions is rticant corporations, coope¬ 
ratives (including land mortgage or development banks) and other au¬ 
thorities, as may be approved by the central government in this be¬ 
half. 

MODEL TERMS AND CONDITIONS 

Who may issue 

( 1 ) Approved state-sponsored institutions may issue debentures 
at any time during the year subject to limits approved by the Reserve 
Bank but these will not be underwritten. 

Security. 

(/i) Tl>e debentures may be secured by a general floating charge 
on all the assets of the institution. It may be advisable however to leave 
unencumbered a portion of the fixed assets so as to facilitate borrowing 
from tlic banking system, when necessary. 

Who may service 

(/7/) riic Issues jnay be handled by banks and recognised brokers, 

♦Simultaneously llie interest rale applicable to the balances in the 
General Provident l imd and similar provident funds for Central 
Govern-ment employees is also being stepped up. The rates in force at 
present are 5 25 per cent on the first Rs. 10,000 and 4 -8 per cent on 
the i-cst of the balance in the provident funds. The rate in respect of 
the first Rs. 10,000 will now be 51 per cent with effect from 
1st April, J970. 


PLANNING 
AN INDUSTRY? 


The Gujarat State Financial Corporation (the premier 
financing Agency assisting small and medium scale 
industries) will be happy to assist you by providing 


LOANS On long and medium term basis 


★ Guaranteeing Deferred Payment to suppliers of 
Machineries in India on liberal terms; 

★ Underwriting the shares and subscribing to 
Debentures. 


GUJARAT STATE 

FINANCIAL 

CORPORATION 

^^JALDARSHAN BUILDING" 
ASHRAM ROAD. 

POST BOX No. 262 
AHMEDABAD-9 
PHONE : S O a 1 « 


besides the iastitutiotis ooncemed. The debentotes may ht aecyiced 
subsequently by the institutiom concerned and/or W banks. 

Who may ptarohase 

(/r) The debontura inay be sold only to tndivldi^.iiMudh)# two 
or more individuals jointly. 

Redemption of debentines ^ 

(i^) The debentutes may be redeemed at par after 7 years from 
the date of issue. 

IjRterest 

(v/) The debentures will not be guaranteed by goveminent, cen¬ 
tral or state. Tltey may carry interest around 7^ per cent per annum 
payable semi-annually, the rate being settled in consultation with the 
Reserve Bank. The interest will be liable to tax under the Income- 
tax Act but there will be no deduction at source. 

TAX CONCESSIONS IN RESPECT OF SAVINGS 
INCOME TAX 

Existing Provisions : 

The Income Tax Act provides for the following concessions in res¬ 
pect of investments in the savings schemes of the central government 

(/) The whole of the interest on the 12-Year National Defence 
Certificates and lO-Ycar Defencc^Deposit Certificates (which are curren¬ 
tly on tap) as also on the earlier series of the Treasury Savings Deposit 
Certificates, tltc Post Office Cash Certificates, the Posi Office National 
Savings Certificates, National Plan Certificates and 12-Year National 
Plan Savings Certificates is exempt from income-tax. 

(it) The whole of the interest on the balances in Post Office Savings 
Bank accounts, 5-year, 10-year and 15-year Cumulative Time Deposit 
accounts and bonus in respect of such deposits, and the 5-Year Fixed 
Deposits with the central government (whether in the State Bank of 
India or in the Post Offices) is exempt from income-tax. The interest 
on the Public Provident Fund Accounts is also likewise exempt from 
income-tax. 

(Hi) National Savings Certificates (I Issue) including Bank series of 
such Certificates also enjoy concessional tax treatment for purposes of 
income-tax. The interest on the investments in these Certificates is liable 
to income-tax but such interest is treated as a separate block and income- 
t ax is charged thereon at the average rate of tax applicable to the other 
ordinary income of the investor. Interest on these Certificates is also 
payable without deduction of tax at source. 

Note The above tax concessions are available to the extent to which 
the amounts invested/deposJted do not exceed, in each case, the maxi¬ 
mum amount which is permitted to be invested/deposited under the 
terms of issue of the Certificates/Aocounts. 

(iv) Deposits in 10 and 15-year Cumulative Time Deposit Accounts 
as also subscriptions to the Public Provident Fund qualify for deduction 
from taxable income along with savings in other approved forms like 
recognised provident funds and life insurance. For this purpose, the 
aggregate savings in these forms is subject to a ceiling of 30 per cent of 
an individual’s income or Rs. 15.000, whichever is les$. Tbe deduedoo 
wtH 'be computed at 60 per cent of the first Rs. 5,000 of thecpudifyjng 
savings and 50 per cent of the balance. 

Changes being nude: 

2. The above tax concessions will continue to be available even after 
thedisconfinuitioeof fhe,42-Vte Natona) Defence Cerdfleates, Ifi^Year 
Defence Deposit' CerdikaN^ and ^ Kattonal Savings CsrdBcatel <I 
Issue). In so far as chabB^ detailed in this MeMns^m aw 
corned, the followitig tax cbticessions ^11 be a^libk V^ ! : / ' 

<0 post OAoe Saunas 9aiilc Moounts jbstW!ei|,ai^dwih- 
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The keynote of BraJthwelte’s 'foreign policy' 1l a twCi-pronged 
campaign : To.earn foreign exchange by export and to conserve It 
by impor): pyj^fCltuiilon. 

EARNING'roREIGN EXCHANGE 

Braithwai^ are ieading exporters of engineering goods—the 
only engineering ixampany to win thie GovernWent of India's award 
for Outstanding Export Performance. , 

Among their export successes are orders for: 

• Tank wagons to Korea A Ceylon . < 

• Cranes to the Philippines and Burma 

• Power Station building to Malaysia 

O Pressed Steel Tanks to’Singapore, Iraq & Hong Kong 

• Covered Wagons to Taiwan 

• Wharf Cranes to East Africa 

• Covered Wagons to Ghana. 

Not merely do Braithwaite secure |hese vi^uabld orders (worth a 
total of Rs.d.dO crores) In the highly o^petlHVe International 
market, they ensure that the customer Is, fully satisfied with thfe 
cuality of the products and with completion oh schedule. 

For example,they completed a l80*Tonne Crane for The Philippines, 
the heaviest ever made in India, six weeks ahead of schedule I 

Braithwaite have won worldwide recognition. They have earned 
not only foreign exchange but also tney have gained inv^uable 
goo<hv!li abroad for Indian Exports. 

AND SAVING IT TOO 

Braithwaite are pioneering the development and: manuficture of 
many products hitherto imported, among them : 

0 Diesel electric rail cranes upto 120 tonnes capacity (Four cranes 
In the 50— 60 tonne range have already been delivered). 

0 level Luffing and Hammerhead Wharf Cranes. 

• Jute Carding Machines. 

• Tower cranes upto 60 tonnes capacity (a 25*tonne was supplied 
recently). 

• Hose handling rigs for unloading of oil from ocean-going tankers. 
4,Container Cranes. 

And Braithwaite save even more foreign exchange by dispensing 
with foreign know-how wherever possiWe. 

■ WWi '*» quality is a cried. ■ 
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Into tiie future with confidence... 

INDIANOIL is helping to change 
the economic face of India 


The heart of India beats in her villages. More than 80% of her 
population lives in villages scattered all over the country. 

Today, village life is changing. Development jvojccts are bringing 
progress to village people. And INDIANOIL is helping to 
take them closer to modem life by contributing to the grow^ 
of agriculture, transport and industry. 

INDIANOIL is helping to change the life of the common man. 
He can look into the future with new hope and comidence. 


flgQQQgB—^ National Trust for Economic Prosperity 
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amtpd Tim mentiofifld Mirlkr on balaoces in such tocounts will con- 
tinuo to oojoy oomidm oxmpUoii from incsome-tix as at promt. 

W) Oimulatlvo Timo Mpoait £kdioi]ie---liit€mt on balanoos in 5- 
yaar, 10-year and 15-yaar accounts under (he scheme will continue to be 
exempt Orom income tax as at present. 

(W) 5^Year Fixed Deposits with the central government In¬ 
terest on these will continiie to be exempt iVom income-tax as at present. 

(,iy) Public Provident Fund Accounts— Interest on these wilt con¬ 
tinue to be exempt from income-tax as at present. 

((v) 7-Year National Savings Ortifb»tes (11 Issue) and 7-Year 
National Savings Cenifioates (III IssuedK-lnterest on these will be exem¬ 
pt from income-tax as in the case of 12-Year National Defbnoe Certi¬ 
ficates and 10-Year Defbnoe Deposit Ortificates. 

(v/) 5-Year Recurring Deposits in Post Oilloes bearing interest at 
approximately 6| per cent; 1-year, 3-year and 5-ycar Time Deposits in 
Post Offices bearing interest at 5i per cent; per cent and 6} per cent 
respectively; and 7-Year National Savings Certificates (IV Issue) bearing 
interest at approximately 7i per cent — Interest on these will be subject 
to tax but such interest will be payable without deduction of tax at source. 
Interest on investments in them deposits and certificates wiUtitiualify for 
exemption upto a maximum of Rs. 3,000 in a year, along with the inumt 
on d^sits in banking companies and co-operative banks, dividends on 
shares in Indian companies, income from Units of the Unit Trust of 
India, interest on approv^ debentures and interest on securities 
generally. 

3. Deposits in 10 and 15-year Cumulative Time Deposit accounts 
and subscriptions to the Public Provident Fund will continue to enjoy 
the benefits referred to in paragraph 1 (IV) above. 

WEALTH TAX 

Existing Provisions; 

The Wealth Tax Act provides for the following concessions in respect 


of investments in the savings schemes of the central government 

(f) The whole of the depo$it$ in the fixed deposits with the 
oemial government (whether in State Batik of India or in Post Offices) 
is exempted from Wealth Tax. 

(U) The whole of the investments in 12-Year National Defimoe 
Certificates and 10-Year Defence Deposit Certificatestwhich am CunenlJy 
on tap) as also in the earlier series of Treasury Savings Deposit Certi¬ 
ficates, Post Office Cash Certificates, Post Office National Savings Certi¬ 
ficates. National Plan Savings Certificates is exempt f^om Wejih Tax, 

(Hi) Deposits in Post Office Savings Bank Accounts, including 5- 
year, Khyear and IS-year Cumulative Time Depo^iit Accounts are exempt 
from Wealth Tax. 

Note The above tax concessions are available to the extent to which 
the amounts invested/depositOd do not exceed in each case the maximum 
amount which is permitted to be invested/deposited under the terms of 
issue of the Certificates/Aocounts. Further, the investments/deposits 
except fixed deposits, must be held for a minimum period of 6 months 
ending with the rdevam valuation date in order to qualify for the exem¬ 
ption. 

(iv) Balances in the Public Provident Fund are also exempt from 
Wealth Tax. 

Changes being Made: 

2. The above tax concessions will now be replaced by the following 
provisions whether in respect of the Certificates/Accounts mentioned 
above or the new savings schemes explained earlier in this Memoran¬ 
dum 

(/) Cumulative Time Deposit Scheme— Deposits in 5-Year, 10- 
Year and 15-Year accounts under the scheme will continue to enjoy 
exemption from weaHh-tax. 

(if) Public Provident Fund Scheme—Balances in the Public Pro- 


STEADY PROGRESS TOWARDS A PROSPEROUS GOAL 

Determined efforts by a dedicated people will easily pave way to a prosperous goal. 

GREEN REVOLUTION IN THE AGRICULTURAL FRONT. 

Increase in food production by 
^Triple and double crop schemes. 

'*Easy and timely availability of fertilizers and loans for digging welts and pumpsets. 
^Deepening of wells and tanks in drought hit areas. 

INDUSTRIAL SECTOR: 

^Recession in the industrial sector has been overcome and production has gained momentum. 
*Concession for starting new industries. 

*Steps taken to start petro-chemical industry. 

*12.500 Power looms to be added to help textile industry. 

*Salem Steel Project taking shape. 

SOOO-ECONOMiC FRONT: 

A new Era in the Socio-Economic Progress of the state has been ushered. 

*Lift of controls on food. 

*Rupee a measure rice scheme retained for the benefit of the poor. 

*Free distribution of CARE food for the Children, mothers and expectant mothers of the 
Labour Family. 

More such sdiemes for the welfare of the common man will be taken up. 

And the Oovemmeni invites die co-operation of the people in all its endeavours. 

Jgsuedby: 

lURECrOR OF INFORMATION & PUBLICITY, 

GOVERNMENT OF TAMILNADU, 

MADRA&F. 
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vident Fund will continue to be exempt from Wealth tax* 

(iiO Deposits In PtuVOfllce Savings Bank aocounts (excluding de* 
posits under the Gamulative fShne-Deposit Scheme); 5*Year Fixed De¬ 
posits with the oentral government (whether in the State Bank of India 
l-Year and 5*Year Time Deposits in Post OfRces ; T-Ycar National Sa¬ 
vings Certilicates (TI Issue), 7-Year National Savings Certificates (III 
Issue) and 7-Year National Savings Certifiottes (IV Issue); 

Investments in the above savings schemes taken together with the 
investments in the existing savings schemes mentioned in the preceding 
paragraph (other than deposits under the Cumulative Time Deposit 
Scheme and balances in the Public Provident Fund), and also invest¬ 
ments in shares of Indian companies. Units in the Unit Trust of India, 
approved debentures, deposits in banking companies or co-operative 
banks, and government securities generally (except Gold Bonds series, 
1977 and 80 which ate wholly exempt and will continue to be exempt), 
will enjoy exemption from Wealth-tax subject to a maximum of Rs. 
1.50,000. 

Where tile investments made by a person before 1.3.1970 in the exis¬ 
ting small savings schemes which arc exempt from Wealth Tax (viz. 
those referred to in para 1 above except the Cumulative Time Deposits 
and balances in Public Provident Fund) exceed the limit of Rs.1,50,000, 
such investments will continue to be exempt as long as they are held 
by him. 

All the above investments/deposits must be held for a minimum 
period of 6 months ending with the valuation date in order to qualify 
for this exemption. 

Appendix 

STATEMENT SHOWING THE CHANGES WHICH ARE BEING 
MADE IN THE SMALL SAVINGS SCHEMES. 


Maturity/premature 
encashment value Interest-compound 
for RslOO (approximate) 


I. Post Office Savings Bank 
(TAX FREE) 

(a) Where a balance of not 4 per cent on such 

less than Rs 100 is main- balance, 

tained throughout a 
financial year. 

(h) Where a part of the for 2 years Rs. 109 41per cent on such 
balance in an account is for 3 years Rs. 114 4iper cent)blocked 
held as ‘blocked deposit*. deposit.’ 


. .. . 

Miturity/pieiiia^ 
eocatbmod value Idt^tesHW^ 
for Ra too 


11. Cmmilatfve Time Deposll Scheme 
(Tax Tnt) 


5-Year Account 

Rb. «75 

4f percent 

tO-Year Account 

Rs. 1530 


15-Year Account 

Rs.2»S5 

5 per cent 

III. Pwt OOke (ftccmkiK Dqtoitt) 


Scheme (Taxable) 

5-ycar 

Rs.700 

6i per cent 

IV. Tax-Finee Securities 

(a) 5-Year Fixed Deposit 

After 3 years 

Rs. 114 

4iper cent 

After 5 years 

Rs.126 

4iper€ent 

(d) Vyear National Savings 

Certificates (II Issite) 



After 3 years 

Rs. 114 

4i pet cent 

After S years 

Rs. 126 

4{ percent 

After 7 years 

Rs. 141 

5 per cent 

(e) 1-year National Savings 



Certificates (HI Issue) 

After 3 years 

Rs.98-50 

4i per cent 

After 5 years 

Rs. 98 -75 

4} per cent. 

After 7 years 

Rs.lOO 00 

5 per cent. 

V. Taxable Securities 

(a) Post Office (Time Deposits) 


1-Year Time Deposits 


5^ per cent 

3-Year Time Deposits 


6i percent 

5-Year Time Deposits 


6f per cent 

(b) 7-year National Savings 

Certificates (IV Issue) 

After 3 years 

Rs. 96 

6i per cent 

After 5 years 

Rs. 97 

6t percent 

After 7 years 

Rs. 100 

7t percent. 


Towards Growth with Social Justice 


In presenting the budget, the Prime Minister referred 
lo some of the new initiatives for the well-being of the 
needy and the poor in the shape of schemes for small 
farmers and agricultural labour, nutrition programmes for 
pre-school and school children, housing and urban develop¬ 
ment. rural drinking water supply and social security bene¬ 
fits for industrial workers and government employees. The 
main features of these schemes and the financial provisions 
made for them are outlined in the following pages. The in¬ 
creased employment opportunities arising f^rom some of 
these and other programmes are also outlined. 

MEASURES TO BENEITl SMALL FARMERS AND AGRICUL¬ 
TURAL LABOUR 

PART I: FOURTH PLAN 

Intmdnctioa 

India's rural population consists predominantly of small farmers 
cultivating holdings up to 2 hectares of landless agricaUumt labour. 
Of all rural households, small farmers represent 52 p^ cent and agricul- 
luial labour represent 24 per cent. Yet only about 19 per cent of the 


cropped area is comprised within small holdings. 

2. The problems of small farmers and of landless labour are parti¬ 
cularly acute In areas of poor rainfaU andA’r inadequate iirigatioa. 
Out of nearly 138 million hectares under cidtivatioii, only about 2D 
per cent have irrigation fiicilities. If weconshler the distribution of nun- 
fall, about 42 million hectares have a relatively assmed rainfall of 1125 
mm and above. As many as 128 districts accounting for about 68 nd- 
llion hectares have low to medium rainfall, under 1125 mm annhiVyr 
and these also have very limited irrigation fisciUties. Twdve of fiheis 
districts already have 30-50 per oemt of their cropped area under 
tion and ate thus relattvely better off. Al the otte end oftheapectnuiti, 
25 districts are characterised by yory poor rainfiU tn the range df $7S» 
750 mm annually with itrlgated aiea of 5-10 per cent of the cropped 

atea. These districts, mainly in ooMtai Ridastto, Bauxadton ^ 
the rain-shadow ragkms of the Weisem Ohats in Mysore and Mehsitash- 
tra have the maximum instabifity in agricuhuial producBon. bet¬ 
ween riuMie two mai fa fladMh 

Gajarm, Mefaeaihtri^ Aadhm jNdesh, ^ 
and Tamil Nidtiwiikdt Constfa^ tfa typksd diy land fiuifangiriiag 
iimual rainlirii nogtng tom 710 td |I2S mm. total eat eesfai^ 
in these districts is 42 mifilon l^dtam of ifaieh dbdfa 5 ^ 






SPECSAt Bl^£T KUM 9 ER 


li Mitltrt'‘fr fliiiiNt fir 

GP* 



DOEsm nicnEN us 


SICOM’s tailop-iiMute 
flfUiiKdng BOlHNnes will suit yo«i 

Did you know that SICOM can now bridga tha vital gap in you^^ 
new projeet’a jflnancaa? SICOM can help you with outright loani« j 
fhara aubtcription, undorwrlting of capital or guarantaa of loans I 
from other agancioa.*uand In other ways that suit your needs. ^ 
Remennber, SICOM has unlimited funds to assist Industiy In the 
developino regions of Maharashtra^ Besides, SICOM Is ready to 
help both public limited and private limited concerns-in the public 
or private sector-and, proprietary and partnership concerns, too. 


I PLAHT LOCATION SlllViei { 

I The right leestlon for your new plsat can mean better groSta | 
I for you. Get SICOM's team of technicat and fUumeial esperta to I 
I givt you a formal evaluation of alleniala locattona anO ail the | 
i iidormatlonyounttd-ent/re/y w/MoutoM/gaNon. f 


Oef ibe Mmt of ass/Mance Mat's geared to your nesds, Wrfla Miy 
^mpriifnlbfnMdnto: 

The Chiaf f noinMr (^leiri location Strvtea), 

couwuKtmiiormmkmmiimkum^ 

MIstry Shaven, Dinaha Vachha Read, Sombay dO. 
teifphont: m084/Me2ldbSS»6 
^^Aii pwts of MahersiMm tperi from the kidiittrlafly 
aaturetad Bombay/Thana/Khoeoh/Poona oomptex 

MOOIIlHiiiibblline br i h^ 

■ .crnffMOM 








PASSPORTS 
TO WORLD 
TRADE 

Tlwe Bdb fcm oiimi 
S^uMdy. dwf km iufi 

W6Mi^ V OW mobHHmuA 

oU t mda «f 4 qpMkw«. 

tls^ S 
cofl ipich eBMt c service to 
sB mataen eficdqg 
toniiicM betmeii bdii 
and any part of die 
worU. Their advice and help 
are your sureic **patsportl" to 
oroficable trade 


THE HONGKONG AND SHANGHAI BANKING 
CORPORATION 
Head Office: HONG KONG 

London Offices: 9, Oracechurch Street, £.C. 3 and 123, Pall Mali, 
S.W. 1. 

Giloutts Office: 31, Dalhousie Square, Calcutta-1. 

Phone: 23-6363. 

Bombay Office: 16, Vir Nariman Road, Bombay. 

Phone: 25-5621 

MERCANTILE BANK LIMITED 
(incorporated in England) 

Head Office: Qoaeof Rood, Hong Koeg* 

London Offices: 15, Gracochurch Street, £.C« 2 and 123, Pall 



Calcatta Offices: 



London Offices: 15, Gracochurch Street, £.C« 2 and 123, Pall 
Mall, S.W. i. 

Bombay Offices: 52/60, Mahatma Gandhi Road, Bombay. 

Phone: 25-1524 also at Tardeo Road, Vile 
Parle (West), Bandra and Chembur 
Calcatta Offices: 8, Netaji Subhas Road, Calcutta-1 

phone: 22-1833 also at Gariahat Road^ Setidah, 
New Alipore, Shakespeare Sarani and Nimtolla. 
Other offices at Delhi, Howrah, Madras, New Delhi, Sowcarpet— 
Madras Visakhaptnam and Kadamtala. 

THE BRITISH BANK OP IflE MIODUsiAST 
Head Office: 7, Ktol William Simt, LesNton E. C. 4, 
Bombay Office: 314, Dr. DadaMiOy Naoregi Road, Bombay. 

PhOTie%^S-2267. 

I gwpglimi# ihm MlAfto Bait 

AmoetotM Banks: The Bank of Iran and the Middto.l^sti Itonk df 
■ North Aftim. 
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is being umkrtgkeii for cogimbiiHy IfHbeiibii ^mlci to MnAt 
fbmiers wlM> wouM be uini^iiiiivMtgdny 
In niiml oodUt, bm boeo iiiitiiM to 


fire irrigated. It is these dry land farming tracts which hold good 
promise of responding to ||i appropriate new package of technology. 

3. The new agricidturaf stnlbgy has tended to accentuate the dis* 
parities inherent in this situation of a highly skewed land distribution 
and the large proportion of cultivated area dependent on dry farming. 
Although incertainareasp thenewtechnoloi^hasre&ultedinan increase 
in tlM» demand for agricultural labour and a rise in agricultural wages, 
the new strategy, by and large, has tended to bypass the marginal culti* 
vator and the landless labourer* In some parts of the country, it has 
even resulted in growing insecurity of tenure to the small farmers. 

Approach to the problem 

4. In this context, government attach very high priority in the fourth 
Plan and in the annual plans and budgets to measures speciilcally de¬ 
signed to enable the weaker sections of the rural population.to participate 
in the beneHts of economic growth in the rural sector. The principal 
objhctive Is that employment and income opportunities for the rural 
poor and the productive potential of the economically iK’eak fanner 
should be significantly increased. Towards this end, action is necessary 
on a variety of fronts, by the centre and state governments and with the 
support of resources from the budget, the credit system and also from 
local resource mobilisation. 

5. Apart from the structural change in the ownership and cultiva¬ 
tion of land to be brought about through land reform» government will 
place emphasis on : 

—a reorientation of programmes for agricultural credit, minor irri* 
gation, animal husbandry etc. to benefit the small farmer and the agri¬ 
cultural labourer. 

-^the formulation and implementation of special programmes to 
benefit the weaker and more vulnerable sections of the rural population. 


and procedures of thn co-operoiivb hmitdtions in fkvour of mugHlII 
farmers. These inchide; 

(i) The needs of the small cuhivgtors will be adequate ly mef 
on a priority basis even if the resources of a particular society are in^ 
adequate to meet the requirements of all the members* * 

(//) Larger cuhivatois will be called upon to contribute a lelativily 
higher proportion of their borrowings towirds share capital. 

(Hi) Lending policies of land devetopmeot banks wilt be liberalised 
to benefit the small cultivators such as by liberalisation of ygluatton of 
landed property offered as security issue ofjtHnt loans to groups of ^11 
cultivators, emphasis on the opefattonal and economic viabill^ of invest¬ 
ments as opposed to the mere Value of tangible security, and phasing of 
repayments on easier terms for small cultivators. 

(iv) It will also be an objective of the Agricultural Refinance Cor¬ 
poration to provide assistance for schemes on an area basis designed to 
enable the small fanners to take advantage of the plan programmes in 
agriculture, daitying, poultry and other programmes. 

7. The fourth Plan also includes a provision of Rs ISOcroies forthe 
Rural Electrification Corporation. The Corporation's assistance is 
available for viable projects whether situated in economically advanced 
areas or backward areas. Moreover because of the availaUlity of 
this assistance, the stam electricity board will be able to dfiecta larger 
proportion of their rural electrificatiin schemes, for wNdi a total outlay 
of Rs 350 crores is envisaged, to the more backward rural areas. 


Reorientation of general programmes 


Specific programmes 


6. In the first category, a large public investment of Rs 300 crores 8. The specific programmes in the Plan for small farmers, agricultural 

. . labour and dry areas are designed to improve the condition of: 


fVe Manufacture 
FABRICS THAT FASCINATE 


fOR MEN : High Class Mercerised ‘SANFORIZED’ 

Suitiiigs, Tiissores & Shirtings. 


FOR WOMEN ; Printed Poplin, Chintz, Casement Cloth. 


FOR CHILDREN : Mercerised ‘SANFORIZED’ printed 
Poplin, Chintz, Casement Cloth. 



Ramkumar Mills (Private) 
Ltd. 

BANGALORE-2. 



Sri Krishoa SFG. & WVG. 
Mills (Private) Ltd. 


; BANGALORE-2. 


(i) Small but potentially viable farmers 

(ii) Sub-marginal farmers and agricultural labour 
<///) Dry land farming 

(iV) Chronically drought-affected areas* 

9. A provision of Rs 235 crores is proposed in the central budgets 
during the plan period for these programmes as follows : 


(0 45 projects for the development of small but potentially 
viable fanners . 

(ii) About 40 projects for sub-marginal farmers and Agri¬ 
cultural labouFj . 

(Hi) Dry land farming 

(/v) Rural works and labour-intensive activities in chroni-^ 
caliy drought-affected areas.. 


Rupees 

croies 

67-3 

47-5 

20*0 

100 0 
235 »0 


10 It is necessaiy to emphasise that in additloii to tbm buctoeltffy 
expenditures, the first three of the above programmes, aipbduQy iSbm 
programme for small but potentially viable fiumegs, are expeeied id 
attract sizable financial support from ksfitddoni) soittcfii.and ll^ 
tionalised banking system muHiDig Jh a total diitlgy ftboii|t 3 to 4 
that indicated above. ' / ^ ■ 

^ 11. As regards dry farming, a riaable outlay has 

the state plans for promoting soil^ tltenservarirm tneaaitrQi^: Pb 
whkdi will be utilised by die statejgoVBmp^ id 
will also to dry areas tbe ootteys 
of animal busbandky apd didryiQg. In the roqtfatb'-spciQsoied imn^p , 
funds have been providedi fm- the dev d r^rom of c ce a fi teec ig i 
such as oil seeds and cotton. Since these crops are 
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THE “SANFORIZED” LABEL- 
THE TEXTILE INDUSTRY’S PASSPORT 
TO WORLD SALES 


In the first six months of 1969, the Rupee 
value of "Sanforized" labelied fabrics 
produced for export by Indian textile mills 
increased more than 60% over the same 
period in 1968. 

These "Sanforized" labelled fabrics, as well 
as garments made from them, were 
exported and sold in over 30 countries 
throughout the world and helped India to 
earn valuable foreign exchange in a highly 
competitive world market. 

What helped create acceptance in world 
markets for this merchandise? The trade¬ 


mark "Sanforized". 

The trademark is known to millions of con¬ 
sumers everywhere because its meaning is 
exactly the same worldwide. It signifies a 
rigid standard of shrinkage control, impar¬ 
tially enforced, universally advertised and 
promoted, identic^ the world over, <• 

The trarlcmark 'Sa ntorized" gives assurance 
of permanent fit to people who buy wash¬ 
able fabrics and garments of cotton or 
cotton blends on evety continent of the 
globe. 

It's the world's biggest little salesman. 


•fANFO/UaD' 

_ «cee TO *iit 


aaeid ky Ouslt, fv abe s y a Oo., me. (Inooraontodl In th* U.8A. tNtth timitod llabiniy) propriotor of tho nstetorod trademark "SANFORIZCO.** The 
i wp i toftf Wea tMi trademark or pormaa Na int ay Ntiatwed uatia, only fbr taatad fabric which maatc Ha strict ratidual shrinkage raquireinentt. 
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St^el ts crucial to planned development and Hindustan 
Steel accounts for the largest share of steel production 
in the country. 

nNDUSTIN 9fm 

Kfjjtl. Oince: Raiiclii < PUti|Cs: Rourkela • Bliilki • Durgnpur 
AIK)y .Srfo!«i PUiit. DurH^pur. HilttR pftic^: ?Vkiflic > 
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ainpas wi0 75 ^ luid less of rainfall, it if estimatetf tMt moro than two 
of the outlay undor this programme will be used in the areas cha^ 
maerised by dry farming conations, 

PART It: ANNUAL BUDGET AND PLAN FOR 1970-7!. 
Financial Pipoirfelm 

12 The Budget and the Annual Flan for 1970-71 contain the follow¬ 
ing ptovisions to reflect the objectives and the approach set forth above. 
For the chroiUcally drought-affected areas, a sum of Rs 25 crores has 
been provided in the Central Budget. As regards development of small 
farmers and agricultural labour a sum of Rs 4 -5 crores has been provi¬ 
ded in the Budget and this provision will be increased in the light of the 
actual progress made in the course of the year. For the special pro¬ 
gramme of dry farming, the Central Budget includes a provision of 
Rs 2 crores. As pointed out earlier, the outlays provided above are to 
be further supported by funds from institutional sources such as co-opera¬ 
tive banks, nationalised commercial banks. Agricultural Rehnancc 
Corporation and Land Development Banks. 

Small but Potentially Viable Farmers 

13. During the formulation of the fourth Flan, certain studies on 
the problems of small farmers were carried out. at the instance of the 
Planning Commission. These studies have shown that while the handi¬ 
caps of such farmers differ from area to area, the major disadvantages 
they suffer from are fargmentation of holdings, inadequate and untimely 
supply of inputs and water, insecurity of tenure, lack of sufficient credit 
facilities and unsatisfactory arrangements for marketing and storage. 
These studies also show that the small farmers are no less progressive 
than the large farmers in their willingness to adopt modern inputs and 
agricultural practices The approach to the problem of small but po¬ 
tentially viable farmers, should therefore consist not much in developing 
a different technological as in providing them with the resources to 
participate in the available technology. 

14. In the light of the above analysis, a special programme has been 
initiated for development of small but potentially viable farmers. Du¬ 
ring 1969-70. throe projects, for Pumca District in Bihar, Darjeeling 
District in West Bengal and Chhindwara District in Madhya Pradesh, 
have been approved and Small Farmers Development Agencies have 
started functioning in tliese districts. Proposals have also been formu¬ 
lated by the concerned state governments for similar small farmers 
projects in the South Areot District in Tamil Nadu, in the Srikakulam, 
Nalgonda and Cuddapah Districts in Andhra Pradesh and the Ratnagiri, 
Yeotmal and Nanded Districts in Maharashtra. Other state govern¬ 
ments are engaged in working out proposals for their areas. 

15^ Under these programmes, each selected district will have a Small 
FarmersiDevclopment Agency which will be a registered society consis¬ 
ting mainly of state government representatives and receiving funds 
directly from the central government. The main functions of this 
agency will be to identify the problems of small farmers in its area, pre¬ 
pare appropriate programmes, ensme availability of itq)uts, services 
and credit and evaluate progress from time to time. To the maximum 
extent possible, this will be sought to be done through existing institu¬ 
tions—public, co-operative and private -^as also local authorities such 
as Zila Parishads, The agency can also assist small farmers in respect 
of other services, such as land levelling machinery and marketing and 
wherever necessary, the agency may directly undertake certain services 
for the benefit of small farmers. With a view to stimulating the flow of 
co-operative credit to such cultivators, it wiH provide grants to the cen¬ 
tral co-operative bank, the agricultural credit societi^ and the co-opera¬ 
tive land dovblopincnt bank in the area os an incentive for financing this 
class off)ftrmers and to help these societies create special funds for cove¬ 
ring the risks apprehended in such financing. In additton, the agency 
Will provide a subsidy to those institutions for strengthening thdr mana¬ 
gerial and intpervisoiy staff fbr this purpose. It wiU also draw up model 
plans for investment and production activities to be tindeitaken by 
gotttl ^itnsrs operating unto difftont sets of conditions. 

Id. In 1990-71« the ia:cigit!i^^ for to developnito but 

popitii^y viable laritiefs will be carried further, the diltricts wh^e 
fitofl Agcnciss havp toady hto to UP vdll go* 


ahead with the implementation of the prograrntpe while a number of 
new districts will be selected during the year where the programme will 
be expanded. Since the programme requires considemble preparatory 
action, the actual rate of expenditure will take sometime to accelerate. 
It is on this assumption that a sum of Rs 4 *5 crores has been provided 
in the budget for 1970-71. Depending on actual progress, further funds 
will be found. One of the crucial elements in the programme is to use 
the budgetary funds as a catalyst for attracting supplementary resources 
from the institutional sources such as co-eperatve banks, >^'icuUural 
Refinance Corporation and Land Development Banks. A close and 
constant liaison will be maintained between the centre and the concerned 
state governments in regard to the implemeniation of these program¬ 
mes for ensuring the organisational effort which is crucial for the success 
of the programme. 

Sub-marginal Cultivators 

17. While the focus in the various projects me^int for small but po¬ 
tentially viable farmers is essentially on intensive agriculture, for the large 
class of sub-marginal farmers and agricultural labour, the rcniedy lies 
mainly in the provision of fuller employment on the basis of an. area 
development approach as part of local development planning. For this 
purpose, it is proposed to have about 40 projects in the next foiir years. 
These projects will be market based, i.e., centred around areas of consu¬ 
mer demand so that there is scope for development of employment-orien¬ 
ted activities such as poultry and dairy farming. Stress will also be laid 
on using funds for the development of the marketing and processing 
infrastructure with a view to giving organised support to the activities 
of sub-marginal cultivators and agricultural labour wherever possible 
through co-operativos. These projects will be kept distinct from tJte 
other set of projects for the potentially viable farmers, although their 
areas of operation may coincide in certain areas. In the latter case, ft 
may be possible to use the Small Farmers Development Agency as the 
instrument for executing both the schemes. In otlter cases, a separate 
but analogous agency will need to be set up for the purpose. 

Dry Fanning 

18. The programmes envisaged for development of dry land farming 
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are in two complementary dirwtionsi, research on improved dry 
farming technology and application of such technology in dry far* 
ming areas. Research on dry Ihrming techniques has so far proceeded 
in a number of centres and in the Central Arid Zone Reseamh Institute 
of Jodhpur. However, it has not so far been possible to develop an 
integrated package of technology. In the budget for 1970-71, a provi¬ 
sion of Rs 26 66 lakhs has been made for taking up an AH India Co¬ 
ordinated Research Project on dry land farming for strengthening of 
research under rain-fed conditions. Under this project, research will 
be taken up at a number of centres representing various agro-climatic 
regions. DifTerem aspects of research such as breeding drought resis* 
tant varieties, water harvesting, minimum irrigation, minimum tillage, 
fertilizer application, soil and moisture conservation will be included 
within the scope of this project. In addition, research projects will also 
be intensified at the Central Arid Zone Research Institute. Indian Grass¬ 
land and Fodder Institute and in eight Soil Conservation Centres. In the 
budget for 1970-71, provision has also been included for All India Co¬ 
ordinated Research Projects for commercial crops, such as. cotton whe¬ 
rein special attention will be given to the problems of these crops under 
rain-fed conditions. 

IQ. A new centrally-sponsored scheme has been included in the 
budget for 1970-71 to popularise and promote the adoption of the fo¬ 
llowing principal constituents of the new technology : 

(/) Soil rnanageincm ; 

(//) Harvesting of water ; 

(///) New crop varieties ; and 

(iv) New agronomic practices. 

Soil management will include measures relating to soil structure, soil 
fertility and conection of alkalinity of the soil. As regards harvesting of 
water, it is observed that most of the rainfall in dry areas is received during 
the South-West monsoon period and because of the poor soil structure 
and the undulating topography much of the moisture is lost. Hence 
steps arc necessary for popularisation of modern water harvesting pro- 


eedures.indudiligtIwimofalumilMumfoiUM On^ 

of the most imptmam aspects Will be the introduction ofnewcr^pyario* 
ties. The det^opment of quiclc-yleldiiis and ptoto4fiscin$itive varie¬ 
ties has opeiied up new possibilities. For instance, short duration varie¬ 
ties of castor, arhar and jowar have been developed. It will be necessary 
to extend their adoption so as to expand the area under double cropping. 
The application of nutrients through foliar feeding i$ another importaiU 
new agronomic practice which will be promoted. 

Rural Works programme 

20 As stated earlier, 40 projects will be taken up in the next four 
years for the development around a market-nucleus of employment- 
oriented activities such as poultry and dairy farming to beneht sub-mar¬ 
ginal farmers and agricultural labour. The problems of agricultural 
labour are particularly acute in chronically drought-aflfected areas and 
relief can be provided to them only by taking up a concerted programme 
of rural works which have a high employment potential and can. at the 
same time, increase the productivity of land and labour. With this ob* 
jective, a substantial provision of Rs 100 crores is proposed to be spent 
on rural work.s in the next four years in chronically drought-affected 
areas. The budget for 1970-71 includes a provision of Rs 25 crores 
for this purpose. 

21. Having regard to various relevant factors such as irrigation faci¬ 
lities. rainfall distribution etc.. 40 districts have been chosen in various 
states for taking up the rural works programme. Their break-up state- 


wise is as follows : 

Rajasthan 10 

Andhra Pradesh. 6 

Haryana . 1 

Uttar Pradesh . 3 

Mysore 5 

Maharashtra . 8 

Gujarat 7 


22. In these districts, planned action will be taken to frame a suitable 
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pfOgrmi^whk^^^ Tiw programm* 

«f mlPor iftifatiOA works, na* 

latffioiii&k tfoi percolailcfii t^unds, sail consarvation inmures, fodder and 
ai|t»re$t|Uion schemes, constmctioa of village and district roads etc. 
HMge works will be integrated into local area development programmes 
designed to generate a longer-term employment potential for agricultural 
labour. 

Ceneteinii 

23. The attack on the poverty of small cultivators and agricultural 
labouftrsin India will have to bo speeded up on several fronts — institu¬ 
tional, technological and in resource allocation. In the long run, we 
cannot contemplate any dichotomy between growth and equity and it is 
the central purpose of the fourth Plan and the annual plans and budgets 
to speed up the process of growth in the agricultural and industrial sec¬ 
tors. The specific programmes outlined for the small cultivators and 
agricultural labour recognise that income disparities in the rural areas 
have to be deliberately corrected during the process of growth. The 
beginnings towards this objective may be small at the present time in 
relation to needs but they are being so devised and implei^nted as to 
be capable of rapid acceleration in the future. The budget for 1970-71 
incorporates this policy objective in the shape of the schemes descri¬ 
bed in this note. 


EMPLOYMENT OPPORTUNITIES 


Introducticm 

One of the central objectives of our development plans is to create 
more employment and the Plan is also the main instrument for increasing 
employment opportunities. In presenting the Budget, the Prime Minister 
has pointed out that the provision of employment opportunities is not 
just a welfare measure. It is a necessary part of the strategy of develop¬ 
ment in a poor country which can ill-aflford to keep any resources unuti¬ 
lised or under-utilised. The budget also seeks to fully seize the oppor¬ 
tunities for growth inherent in the current economic situation and has 
provided for a total plan outlay which, by being about Rs 400 crores 
higher than plan outlay in 1969-70, represents a substantial elTort to 
accelerate the pace of development. 

2. Along with this significant increase in the levd of plan outlays, 
there is also a specific orientation in many of the new schemes proposed 
to be implemented from this budget on creating greater employment 
potential especially in the rural areas. Labour-intensive schemes such 
as the construction of roads, minor irrigation, soil conservation, rural 
electrification, dairy development, village and small industries and hou¬ 
sing and urban development could be mentioned in this connection. The 
increasing tempo of agricultural development, will itself create now em¬ 
ployment opportunities on a large scale in rural areas besides providing 
fuller employment to those engaged in agriculture. It is also important 
to bear in mind that in many of these programmes plan outlays will be 
supplemented to a significant extent from credit resources made available 
by financing institutions such as the Co-operative banks, the Agricultural 
Refinance Corporation, the Land Developmeat Banks, the Agro-indus¬ 
tries Corporations, the Rural Electricity Corporation and the commer¬ 
cial banks. The succeeding paragraphs outline the employment po¬ 
tential in the mkior new schemes proposed to be implemented during the 
fourth Plan period. 

Small iamm. 

3. A plan outlay of lU US crores has been provided for the schemes 

for the d^opmont of small farmers, sub-marginal cultivators and agri- 
oultucal labour. The small farmers scheme, with an outlay of Rs 67 *5 
cro^ is likely te( attract sizable support from credit system- it is 
m^eeted'thdt eifch of the 45 projects for small Ihnnars will benefit about 
50,006 families and the overall priigminfne could generate 

ploymem pppoi^ to extent of 320 million man days per annum. 

Dtylbnidttg : 

4^ The integrated dry land agricidtaial developoicint scheme is, in 
aidisli^ A copabined prcyjp^mme which ^11 

be oiinnlied on the Unes of the Natick Dememstradoh Scheme which 
has pi!oyed a soecess in promMng dm high-yielding varieties programme. 


Tfu} funds provided by the centre for this scheme will be suppkmented 
by the ontlays on soil conservationin the state plans and with ini^tnticmal 
finance. In this way the full benefits of the i^cqsianuae will he tapped 
and its coverage expanded to a large number of farmers. The principal 
comppitenu of the scheme viz. soil conservation, land dcvelqpmeni and 
water^harvesting will be labour-intensh'e. It is estimated that for every 
one crore of expenditure on such works carried out in an open season 
of 6 months in a Sear, the employment potential will be about 15,000 man 
years. The implementation of the scheme will also create employment 
for technical and supervisory personnel of varioxts categories. 

Dairy Development 

5. One of the priority programmes in the plan is to increase the avail¬ 
ability of wholesome milk at reasonable prices to meet liic requirements 
of our growing population and especially to cater to the vulnerable sec¬ 
tions such as infants, school children, expectant and nursing mothers, 
hospital patients, etc who are dcficicm in anxmal/protein diet. During 
the fourth Plan, the organised sector of the dairy industry will be exten¬ 
ded to smaller towns with emphasis on milk production in the surroun¬ 
ding rural areas so as to benefit small farmers and landless labour. Re¬ 
sources for this programme will come from plan outlays, institutional 
finance and counterpart funds generated from assi.$tancc under the 
World Food Pcogranime. It is estimated that the project to be taken 
up with assistance from the World Food Programme will coi'cr 2 *7 
lakh farmers who would supply milk to various projects besides 27,000 
persoas in connected activities such as Jiandling, prcKCssing etc. in the 
urban and rural areas. 

Area Development 

6, The integrated development of the command areas of major irri¬ 
gation projects is necessary for the co-ordinated and expeditious utilisa¬ 
tion of the irrigation potential created in these projects The crux of the 
area planning envisaged in these cases is the adoption of a package app- 
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Tbach. Tbs state governments would amuge for many of ftm com 
ponents of such a package such as soil surveys, land levelfing and sba* 
ping, adoption of proper irrilktion practices, <M«tniiiatlon of drainage 
requirements, consolidation of holdings, provision of vaiious inputs, 
building up of research base, extension and educational programmes 
etc. The central government will concei^rate attention on the provi¬ 
sion of funds for the strengthening of infraiitnicture facilities in rural 
communications and marketing complexes. The intention is that the 
entire command area would be brought within the purview of the Re¬ 
gulated Markets Statute. For ten of the command areas already under 
consideration, a sum of Rs 15 crores would be required; for four others 
yet under consideration, the financial requirements may be smaller. 
The details are being worked Out with reference to the requirements 
of each project; but about two-thirds of the total sum may be 
spent on all-weather roads and the remainder on improving the 
existing marketing centres and the const- ruction of new marketing 
centres. An employment potential of the order of 37,200 man- 
years is expected to be generated in this programme. 

Rural works prognmune 

7. A substantial provision of Rs 100 crores will be made for rural 
works in the fourth Plan period apart from Rs 135 crores provided for 
the small farmers and dry farming programmes. The emphasis in the 
new rural works programme would be on the construction of civil 
works of a permanent nature as would contribute to the mitigation, if 
not the total eradication, of the scarcity conditions in the areas concer¬ 
ned. During the period of construction, they would contribute to the 
direct employment of the persons of the locality; one of the safeguards 
to be taken would be to ensure that they do not result in the influx of 
labour from elsewhere into these areas, thus, in a sense, aggravating the 
existing situation. It is proposed to discuss with the state governments 
the details of the exact areas to be delimited in the districts concerned 
and also identify the approprute works which should be included in this 
programme. Hence, it is not possible to precisely quantify the employ- 
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howevee, forovviy 

'4Sture 'under the iirogttiiHm. drptlld 'ilE ipe |ih^fded 

in the tetevant working seaeon of the tot ^ 19^000 

persons. 

SpiulU iodmRiies 

8. The State Bank; of India and the other comiimrhwl ta¬ 

king ineneasing interest in the provision of credit to the smalt-seile Hidus- 
tries. Of this, special tneiiliion might be made of the scheme initialed 
by the State Bank of India for the tedmiehm entrepreneurs. Betatai 
June and December 1989, the loans sanctioned dnder thii scheoae has 
doubled, to a figure of Rs. 2 31 crbies. Recently, the ri^cover exten¬ 
ded by the Reserve Bank of Ridht under the Goamntee Schw 
for the small-scale industries has been increased frOm 85 to 75% of the 
amount defaulted. Urban co-operative banks have hlso been approved 
now for financing small-scale industries and quality for re^finance on 
that account. A special scheme has also been taken in hand forimpaiting 
training to engineer entrepreneurs with a view to helping them to starting 
suitable small-scale industries; the curriculum of such training includes 
management policies and practice, advice on the agencies responsible for 
helping small-scale industries, knowledge of specific techniqties, both 
technical and managerial, for the products of their choice in the actual 
working of the units, preparation of feasibility study reports, etc. This 
scheme is in addition to the schemes already current for giving training 
to those who have already established industrial units. The small-scale 
industries in the country are expected to come in for an extensive moder¬ 
nisation programme in the coming years. This,opensa new avenue for 
the design and development acumen of our high level technicians. In a 
sense, this will be a part of the indigenisation of consultancy engineering 
expertise, which government desire to develop more and more in the 
future. 

Some opporCimlties arishig from agrienltoral growth. 

9. It would be appropriate to refer to the varied opportunities for 
employment for the educated unemployed arising from the sustained 
growth in the agricultural sector now in sight. Firstly, the increase in 
agricultural incomes offers an excellent opportunity to develop marke¬ 
ting on the right lines for agricultural inputs as well as consumer goods. 
Secondly, with the increase in demand for tractors and other farm ma¬ 
chinery and equipment, there will be a growing need for the establish¬ 
ment of customs service centres for their repair and maintenance and this 
can provide a very useful avenue for self-employed entiepreneurs. Third¬ 
ly the large investments in rural electrification have resulted in a signifi¬ 
cant demand for personnel trained in jobs like line work, servicing.. 
Quuntenance and internal wiring. Yet another area that can be men¬ 
tioned is the maintenance and repair of domestic radio receivers, the 
consumption of which in rural areas has greatly increased in recent years. 

Some recent trends 

10. Employment trends in the organised sector indicate an increase 
of 1 *9 per cent in total employment in 1968-89. Employment in the 
private sector which had fallen off in the previous two years has regis¬ 
tered an Increase of 1 *3 per cent in 1968*69. Employment in the public 
sector had increased by 2 *7 per cent in 1966-67 and 1 -7 per cent in 1967- 
68. In 1968-69 the increase was 2 *3 per cent. The increase was reflec¬ 
ted in all major fields of public investment such as maiuiflmtuiing, cons¬ 
truction and electricity generation and distribution. Data on employ¬ 
ment trends in the current year ore not complete but due to the revival 
in manufacturing industries, .both large and a«nidl*sca!l^ and thelnoedsed 
construction activity, f»:ivate sector e&u>loymeiit will'^ hisMr than in 
1968-69. The increase ih public investinent dndng:: 

rural electrification jnrograinines tibat l^tve geneml 

buoyancy in the Sttoidd insiin ^ manu¬ 

facturing industfiee, deetritsi^ and' 
the public sector. ,,.V / 

Improvements to 

n; inessemialpartcffdioeffomfotatiklethe^f^^ 
oyment and imdom^loya^ is to devise 

measurement of opi^ai^ties cieaii^ byi , 

and to create and maintain approprhite a^ adequate data foi: jair 



Mtnb 13,1970 


SPEQAi BUDGET NUMBER 


When 

youbuy * 

PVC cables 
youbuy 

the best 



UNiSTAR PVC Cabissare 
manufactured under the strict 
supervision of qualified and 
experienced technical experts. 

At every sta^e of manufacture, 
they are subjected to rigorous 
quality control and tested by 
highly sophisticated 
instruments, thus ensuring the 
high quality for which they are 
famous. • 

UNISTAR PVC Cables can be 
manufactured to the special 
requirements of the Chemical, 
Petro-Chemical, Fertiliser 
and Steel Industries. 

Manufactured to I. S. 1554 
(^Revised) and approved by the 
Fire Insurance Association, 
UNISTAR PVC Cables are 
made in collaboration 
with B.I.C.C., U.K. 

Unistar Cabias 

hasp tba nation on tha go / 



UNIVERSAL CABLES LTD. 

Satna, (m.p.). 


^0^000 0f 

Combined battery manuf actu ring 
experience of the men at Aiicd — your 
6UA1^AMTCC of a superb battery 


There is an ^ 

» Combined battery man 

^ experience of the men « 

mml^Xa^^J 6UA1^AMTCC of a supe 

battery for every purpose- 


go ifet yois off to it floss sta^nt^ 


lift 





yoBir loflul witli ease aod economy. 




to communicate wltH iHe wot*lcl wHeoevOt» 


you want, to travel In comfort 


andl witli 




instFi on Amco - Tried cind TniS'tcct for nedriLi 40 iicars 

AMOO SATTBSSS LTD. BANOAUMUE 26, INDIA. 


samicji* 
























50( 


EASTERN ECONOMIST 


Mansh 11, im 


This pack contains 
the fastest-acting 
energy-builder 
for all the famiiy 

dnkiPi 

the unique vitaminised-herbel tonic 





1,;'^ li;.'. 
\ 



♦ Tops in Performance 
* Tops in Durability 


I DOWiDAT I 

vBDBDDEBOBHDBB 
WNDUSTM DOWIMT TOOLS LTB. 

Ucc Bank Building, Parliament Stroeti Ne«v Oelhi-t 


y 

f 





A.C. t Class AX. Ominf Car 


whh over 




.'a!' 


INTiBMi tiMB nOTWY 

(InSlan aallwty*) WaSiei'SS' India 


Oat ol Hm iargatt geaeh building 
ualta in tha wiMMi—tha Inlagrat 
Coacli,rMtar)r, Maiftaa—roilt out 
ovtr SOO coadwa avary yaar of 
diffaraattypoattiddMcdl Wtriffpia 
unlta, Alt-boaditlOfMid'Cara, TatMiat 
Carai-Ofaaol (taH Cara, 
SladgafC4e^s, andao on. 
,«i|!|ai|monal Standardt. 
jMenda ara raady to matt 
Ing damanda fromforoign 
coontriao' 











Mawh 13,1970 


SPEaAL BUDGET NUMBER 


507 


poM. An Expert Committee appointed by the Planning Commission 
has fiouiaiined this question in d^ai) and have recommended improve¬ 
ments to be carried out to the coHection, compilation and analysis of 
employment statistics in the main data sources such as the population 
censuses, the National Sample Survey, the Employment Market Infor¬ 
mation and the Employment Exchange data. The Committee has also 
drawn attention to the fact that in the nature of our socio-economic 
situatipn, precise estimates of unemployment and under-employment 
are not possible. The concept of labour force adopted in developed 
economics is not suitable for an economy likc ours with its preponderance 
of self-employment and production within the household enterprise. In 
an economy like ours there would be considerable seasonable unemploy¬ 
ment and/or under-employment. The character of tlie Indian economy 
and consequently that of the labour force is such that the concepts of 
employment and unemployntent are too heterogeneous to justify aggrega¬ 
tion into singlc>-dimensional magnitudes. The Committee has, there¬ 
fore, recommended that studies should be undertaken to get information 
on the dilTerent segments of labour force, taking into account such im¬ 
portant characteristics as region, sex, age, rural-urban residence, educa¬ 
tional attainments etc. and identify the demand likely to be generated for 
particular categories of labour as a result of the development envisaged 
under the Plan. The Committee is of the view that the problem of un¬ 
employment is most serious for workers who seek wage-employment and, 
as such, special care should be taken to collect information regarding 
them in greater depth and at shorter intervals. These recommendations 
arc being examined by the government for implementation. 

Long-term aspects 

12. In the longer-term, growth in employment opportunities on a 
sustained and self-sustaining basis can be postulated only on the basis of 
an increasing tempo to economic activity in rural and urban areas both 
in agriculture and industry. It is tlie central piirpo.se of planned deve¬ 
lopment to bring this about. Concurrently, it is also necessary to con_ 
tinuously co-ordinate man power needs and employment opportunities 
with the output of the educational system and the technical training faci¬ 


lities, It will have to be the effort of governments at the centre and 
in the states to reorient the educational pattern towards meeting local 
employment opportunities arising in the future in different amas. Exis¬ 
ting vocational guidance and career advisory services, in school and 
universities, are being strengthened and area skill surveys arc btimg taken 
up with this end in vkw. 

NUTRnrON PROGRAMMES FOR CHILDREN 
Introduction 

Malnutrition and under-nutrition constitute serious hazards to the 
growth and development of children in our country, particularly infants 
and pre-school age children. Recent surveys indicate tliat nearly two 
thirds of expectant mothers and pre-school age children belonging to the 
poor sections of the community residing in backward areas suffer from 
serious malnutrition. Along with the unsatisfactory conditions of hy¬ 
giene, environmental sanitation and control of communicable diseases, 
malnutrition and undemutrition rank as major secondary causes of the 
liigh mortality and morbidity which still continue to prevail among chil¬ 
dren. The Government of India have, therefore, decided to give high 
priority to the problem of nutrition among diildren in the foiuth Plan. 
This is considered as basic to the programme of welfare for children. 

2. Infants and pre-school children are, from the point of view of nu¬ 
tritional dchciencics, the most vulnerable segments of our population. 
During this period in an individuars life, the foundations of hnlth for 
the adult age are laid and, therefore, any serious damage sustained du¬ 
ring this period quite often produces irrevocable effects. Unfortunately, 
malnutrition is widely prevalent among the vulnerable sections of the 
population in tlie country, specially among the age group of 1—5 
years. The mortality and morbidity rates among thi.s section are excee¬ 
dingly high. Mortality in this age group is 40 per cent of total mortality 
in the country as against 6 to 8 per cent in developed countries. 

3. Besides the problem of under-nutrition among children belonging 
to tile lower socio-economic groups of families, the problem of mal- 
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nutrition mani^tfi itself in thn form of protein-calorie malnutrition, 
anaemia and Vitamin A de^epcies. Recent surveys carried out in 
diiliBcent parts of the country under the auspices of the Indian Council 
of Medical Research and the State Nutrition Divisions indicate that 
out of about 100 million children in the age group of 1—5 years, about 
50 per cent suffer from protein-calorie malnuuitign in one form or other. 
Blindness caused by Vitamin ‘A' deficiency | is also common in the 
southern and eastern parts of the country. The social cost of such mal¬ 
nutrition isheavy because the state has to incur large expenditures for 
(he rehabilitation of these handicapped children in later life. It is there¬ 
fore necessary to have a supplementary feeding programme for pre¬ 
school children, especially those belonging to the vulnerable sections of 
the population. 

The Fourth Plan 

4. The fourth Plan provides for an integrated nutrition programme. 
Whete so many arc under-nourished, more food is the first step towards 
better nutrition. The nation-wide endeavour to develop agriculture 
along with animal husbandry and fisheries should be regarded as the 
base of all effort in nutrition. While this is so, the important problem 
remains of widespread malnutrition among certain vulnerable cate¬ 
gories of the population, specially children in llie pre-school ages and 
among school children. This problem needs to be specifically tackled. 

5. The fourth Plan includes the following schemes under different 
ministries/departments, for promoting nutrition among children. 

Beneficia- 

Programme Outlay ries 

(Rs. crorcs) (in lakhs) 

1 2 3 


Be n e fiei t* 

Programme Outlay ries 

(Rs. erodes) (in lakhs) 



(Hi) (a) Prophylaxis against nutritional anaemia • 

in mothers and children 4 05 40 


(b) Control of blindness in children caused by 

Vitamin A deficiency . 1-02 160 

(Department of Health & Family Planning) 

(iV) (a) Applied Nutrition . 10 00 (To cover 

450 C.D. 
blocks) 

(b) Composite programme for women and 

children. 6 00 (To cover 

1200 C.D. 
blocks) 

(Department of Community Development) 

(r) (a) Production of Balahar and low-cost pro¬ 
tein food . 6 70 (2-5 to 3 

lakh to¬ 
nnes) 

(/;) Production of weaning food 0 *20 

(r) Pilot plan for protein isolate and protein 
isolate toned milk (Department of Food) 0^40 

Total . 53 TT 


(/) Nutrition programme for pre-school children 

(Department of Social Welfare) 6 00 21-5 1970-71 Budget 



6. The year 1970-71 will mark an important beginning in providing 
nutritional services to pre-school children belonging to the vulnerable 
groups of families in the country. In addition to the fourth five-year 
Plan programmes for nutrition, a special programme of nutrition to 
cover 20 lakh children in the age group 0—3 years in tribal blocks and 
in slum areas of cities will be initiated in the .1970-71 budget. 

The Special Programme 

7. It has been decided to introduce a special programme to cover 

10 lakh children in tribal areas and 10 lakh children in the slum areas of 
metropolitan cities. There hre 489 tribal development blocks in the 
country, besides a number of concentrated pockets of tribal population 
in very backward rural areas. The Maternity Child Centres 

and Family Planning Welfare Centres situated in these areas will be made 
use of for supplying the nutrition to children. Similarly ten lakh chil¬ 
dren in the age group 0 to 3, residing in the slum areas of metropolitan 
cities, who are in most urgent need of supplementary nutrition to ensure 
normal growth and development, will be supplied with nutritive food. 

8. As children in the age 0—3 years require different types of food as 
well as different levels of nutrition, it is proposed to provide the follow¬ 
ing by way of supplement to the food they get in tlmir homes : 

For children between 0 tol Twelve or of skimmed milk powder re- 
year. constituted, providing 120 calories and 12 

grams of protein per day for 250 days 
in a year. 

For children'between 1 to 2 One unit of skimmed railkpowdhf recons- 
years. tituted. plus one unit of processed or 

peep^pedfood, giving 300calories and 12 
grdtns of protein per day, for 250 days 
a year. 

For children between 2 to One unit of piooessed or prepared fbod' 
3 years. giving 300 calories and 13 grams of;; 

protein per day» for 250 days in a year, f 

9. It is estimated that one uidt of nutritious food given in tBCfisient I 

forms per diild per day would cost Rs. 40 per year (of 210 days) per ddld ^ 
including adminfotrativc and tmnspojt costs. It wcmld 3 j 
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At FCI the new decade sets up all time targets 
to meet the country’s increasing need for 
fertilizers. This Is being done in two ways • 
expanding existing fertilizer plants and 
adding new ones. 

At the Namrup Fertilizer Plant, for instance, a 
major expansion project is nearing completion. 

It will increase the annual production of 45.000 
tonnes to 2,00,000 tonnes in terms of Nitrogen. 

New plants are coming up at Durgapur and 
Barauni, each with a production capacity of 
152,000 tonnes of nitrogen. 

That is not all. The 1970’s will see continuous 
and rapid expansion of FCI. When completed.the 
total production of fertilizers will rise to 2,000,000 
tonnes of nitrogen and 4,00,000 tonnes of 
phosphates. 
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ams to cover 10 lakh children in tribal areas and another Rs 4 crores 
fo cover 10 lakhs in urban slums. As it will uke some time for the ex¬ 
penditures to come up to this level in 1970-71 an initial provision of Rs 

4 crores has been included in the budaet. 

NutritkM prearammes for Chlldrea In the age group 3 to 5 years through 
Balwadis 

10. The programme of nutrition for children in the age group 3 to 

5 years, which has already been included in the fourth Plan, is being ini¬ 
tialed during 1970-71 with the help of existing Balwidis run by voluntary 
organisattons as well as by Tribal Welfare and Harijan Welfare Depart¬ 
ments in different states. The nutritional contents of the programme 
would provide 300 calories and 15 grams of protein per day per child 
for 250 days in a year. On an average the contents of food would have 
two ounces of cereals and one ounce of pulses costing IS paise per day 
per child. Supervision costs will amount to 1 jpaisg per^ild per day. 
Wherever local fbod is available, efforts will be tn^de to encourage 
local voluntary organisations to look after the preparation and supply 
of food to children. In areas where local foo^ is not easily available, 
it is proposed to supply processed food in the form of Balahari; the raw 
material for preparation of Batahar is likely to be supplied free of charge 
by CARE with the cost of preparation and administrative charges being 
met from the budget. 

11. It has been decided to provide Rs 20 lakhs for this programme 
in 1970-71 by way of a beginning. This provision will benefit about 
68,d00 children in the age group 3 to 5. The existing Balwadis in Family 
and Child Welfare projects and those run by voluntary social welfare 
organisations receiving grants from the Ce^ntral Social Welfare Board 
and those promoted in tribal and backward areas by the State Directo¬ 
rates of Tribal Welfare and Harijan Welfare, will be made use of in 
supplying nutritional services to children. 

School Feeding Programmes 

12. The programme of mid-day school feeding programme to provide 
free meals to children in the elementary stage of education was initiated 
in 1962-63 as a centrally-sponsored programme by the Ministry of Edu¬ 
cation. The programme was initially started in five states, viz,, Andhra 
Pradesh, Kerala, Tamil Nadu, Punjab and Rajasthan. By now all 
states except Jammu & Kashmir and Nagaland are operating this pro¬ 
gramme. In the fourth Plan these programmes are being implemented 
in the state sector and central assistance to the states for the purpose 
is included in the plan assistance for developmental purposes. It is esti¬ 
mated that 98 ’7 lakh school children in the age group 5 to 11 years and 
21 *3 lakh children in the age group 3 to 5 years receiveil tlie benefit of 
mid-day meals at primary schools during 1969-70. The state-wise 
distribution of children covered in this programme rs furnished below 
for 1969-70, 

(In lakhs) 


State 


School 

children 

Pre-school 

children 

Total 

1. Tamil Nadu 


1600 

1 00 

17 00 

2. Kerala 


16 00 

3-00 

19 00 

3. Andhra Pradesh 


600 

0 05 

6 05 

4. Mysore 


8 00 

4 00 

12-00 

5. Orissa .. .. 


5-95 

0 02 

5-97 

6. Madhya Pradesh 


2-25 

4-50 

6-75 

7. Uttar Pradesh .. 


6-50 

.. 

6 50 

8. Rajasthan 


3-50 

0 50 

4-00 

9. Puqjab 


300 

0-75 

3-75 

10. Gujarat 


2-40 

0 95 

3-35 

11. Bihar 


5 00 


5 00 

12. Maharashtra 


6 00 

0 75 

6-75 

13. West Bengal 

V « 

15-60 

5 00 

20-60 

14. Haryana 


2 50 

0-75 

3-25 

Total 


98-70 

21-27 

119-97 


The programme will be continued in the fourth Plan. 

NsbrilkMi IVogroimne Ibr children niider the Ministry of Health, Family 
PliMiliig and Urban Develojj^ment 

1J. The j^rogramme of nutrition for chikifen under the Ministry of 


Health, Family Planning and Urban Development covers three major 
schemes vie., (e) Skimmed milk feeding through Maternity and child 
Health centres, (6) Prophylaxis against nutritional anaemia and (c) Pro¬ 
phylaxis against blindness through Vitamin 'A* deficiency. The details 
of the services provided in these scheme^ are the following : 

(a) Skim milk feeding programme through health agencies 

In the lasj;^ 15 years, UNICEF has been supplying skim milk powder 
for supplmramtary feeding programme of infants, chiljdfen. pregnant and 
lactating mothers through health agencies. The states bear the expenses 
(at transport and distribution. At the pre^nt time about 5,000 tonnes 
of skim milk powder are distributed annually to about 5 lakh beneficia¬ 
ries, through primary health centres. CARE is s expected to continue 
this assistance with the withdraw^al of UNICEF. 

During the year 1970-71. 5 lakh children in the age group 0 to 3 
years will continue to get the benefit of this service. 

(h) Prophylaxis against Nutritional Anaemia for Mothers and Children. 

The scheme seeks to provide preventive measures against nutritional 
anaemia in mothers and children by administering ferrous sulphate 
(iron) and folic acid through Maternity and Child Health and Family 
Planning centics. 

During the year 1970-71 it is proposed to provide Rs 40 lakhs to 
cover 30 lakh children with this service. 

(r) Prophylaxis against blindness in children caused by Vitamin 'A’ de¬ 
ficiency. 

A scheme for controlling blindness in children caused by Vitamin ‘A* 
deficiency is being implemented by the Department of Family Planning, 
Ministry of Health during the fourth five-year Plan. During 1969-70, 
16 lakh children are proposed to be covered by this scheme. Vitamin 
^A' capsules of high dosage would be administered to the childten through 
MCH and FP. Centres. The Plan outlay for the scheme is Rs 40 
lakhs. 

During 1970-71 Rs 8 lakhs will be provided to cover 16 lakh children 
with concentrated doses of Vitamin *A* in the form of capsules. 

Programmes for the production of Nutritive Food under the Department 
of Food. 

14. Bafahar (a) In the Balahar programme the wlieat required for to 
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Ample Food 
Stable Prices 

Giving th« consumers a steady supply of good quality food at reasonable 
prices...giving the-farmers a fair price for their produce is our duty. 

We are committed to achieve this goal by buying from the farmers Increa* 
singly large quantities of foodgrains, moving them into safe storage 
centres and regulating the supplies to ensure that more and more people 
can get ample and better food at stable prices. 
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maniifactute of BtUhtr is supplied by CARE while the cost of edible 
groundnut flour and an equivalent quantity of milo or other foodgrains 
is met by USAID. The Oovemment of India incur the expendituie 
prooesiing the raw materials and the cost of vitamins and minerals and 
flavouring agents. 

The fourth Plan includes a provision of Rs 6 -7 crores to produce 
2 ‘5 to 3 lakh tonnes of Balahar to benefit 17 million children. The 1970- 
71 budget includes a provision of Rs 50 lakhs for this programme. 

Weaning Pood 

(b) The weaning food is comparable to Balahar in nutritional quali¬ 
ties but has the advantage that it is pre-cooked and has a long storage life. 
It will fill the need for low cost protein rich food for commercial marketing. 
One unit has been developed in collaboration with Kaira District Milk 
Producers Co-operative Union, Anand with the assistance of UNICEF 
and USAID for the production of nutntious low cost pre-cooked wea¬ 
ning food utilising largely vegetable protein foods. The production of 
this food has started recently on a pilot scale and the marketability of 
this product has been assessed and it is found that it has great potentia¬ 
lity. 

PMein Isolated Toned Milk 

(c) The object of this project is to encourage the use of oilseed 
protein isolate in toning milk thereby significantly stretching the country’.s 
milk supply and lowering the cost of milk to the consumer. The De¬ 
partment of Food have already taken up two pilot projects at Bangalore 
and Madras Dairies with the co-operation of CFTRl, Mysore, respec¬ 
tive state governments and the Uniied Nations Children Fund. The 
two units are producing 1000 litres of vegetable toned milk per day which 
are mainly used in the school feeding programme. 

Conclusion 

15. To sum up, the Nutritition Programme for children, under di- 
fierent heads, will have the following coverage in 1970-71 

1. Special programme of nutrition 

under Department of Social Rs 400 lakhs 20 lakh children 

Welfare. . in the age 0 to 

3 years. 

2. Nutrition programme for pre-scliool Rs 20 lakhs 68,600, children 

cluldren under Department of So- in the age of 

cial Welfare. 3 to 5 years. 

3. School feeding under the Ministry Rs 297 lakhs 21,27,000 chiJd- 

of Education. len in the age 

of 4 to 5 years. 

4. Skim Milk Feeding Programme 5 lakJi children 

under the Department of Food. in the age of 0 

to 3 years. 

5. Prophylaxis under nutritional anae- Rs 40 lakhs 30 lakh children 
mia under the Ministry of Health. 

6. Prophylaxis against blindness cau- Rs 8 lakhs 16 lakh children 
sed by Vitamin A ddiciency in chil¬ 
dren under the Ministry of Health. 

Ifl. The nutritition programme will thus cover 20 lakh children in the 
age group 0 to 3 years. 21 -94 lakh children in the age group to 3 to 
5 yean and 98 -7 btkh children in the age group 6 to 12 years, during 
1970-71. This will jprovide a sound foundation, covering a sizable po¬ 
pulation of children, on which an extensive programme of nutrition 
could be built up in the remaining years of the fourth Plan. 

HOUSING AND URBAN DEVELOPMENT 

Thepace Of pbpubtion growth and of utanisation in India is bronght 
oot by current forecasts wbsc^ indicate that the tarban population which 
was 80 miUion in 1961 isHkely to grow to 112 million in 1971 and to 152 

mllflOnbylOSL The number of towns in the popubtion i^ 

tommlaldiis likely to increase from 138 in IMl to 355 in 1981. In 1961 


there were 100 towns with populations of one to five lakhs and their 
number is fikely to go up to 133 by 1981. Towns in the population range 
of five to ten lakhs which were only 6 in 1961 are expect to increase to 
37 in 1981. Cities With a population of iO to 50 lakhs will increase from 
7 to 8 and two more cities v/r.. Bombay and Delhi will cross the fifty 
lakh sire. 

2. In this context, the central and state governments willi have to 
give serious consideration to the development of unbuilt land in and 
around large cities to promote housing and for setting up of new town¬ 
ships on an adequate scale in order to contain and eliminate the prob¬ 
lems of slums, congestion and squalor. Governments will also have to 
develop towns and cities which have the requisite economic and industrial 
base on a dispersed basis so as to attract the outflow of rural population 
and to prevent them from drifting towards already congested metropo¬ 
litan areas. Some of the rural areas, which have attained a degree of 
prosperity as a result of the intensive agricultural development progra¬ 
mmes, would also need to be urbanised in a planned manner. 

Urban Housing 

3. In India, as in other developing countries, tJie claims of urban 
housing on public funds have to compete with other high priority claims 
for the limited resources available for various public outlays. Private 
savings are also low and given the inequalities in income distribution, 
housing for the tower income groups is particularly unsatisfactory. 
What is necessary, in this context, is to devise a system of institutional 
finance in which public investment will act as seed-capital for attracitng 
private savings and enable a continuous roll-over of funds so that over 
a period of time, investments equal several times the initial capita 1. There 
should also be provision for undertaking investments on slum clearanoe 
and re-building which yield a social rather than a strictly economic 
return. 

4. With these objectives, and in the light of the recommendations of 
the Housing Minister's Conference, government have decided to esta- 
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btish a Housing and Urban Development Finance Corporation. The 
fourth Flan includes a proaiision of tU 10 crores for share capital parti¬ 
cipation by the government corporatioii and an amount of Rs 2 
crores has been included in the budget for 1970-71 for governments 
equity contribution. Public financing institutions will also be able to 
assist the corporation with loan ftnancittg and it is estimated that the 
corporation may be able to raise funds of thb order of Rs 200 crores 
from various sources in the fourth Plan period for this purpose. In 
addition* the LlC is expected to provide Rs 70 crores for low and mid¬ 
dle income housing and for land acquisition and development during 
the fourth Plan period. State governments are also expected to pro¬ 
vide in their budgets an amount at least equal to the allocations made 
by the LTC. 

5. State governments have been informed of the lines on >vhich pro¬ 
jects are to be formulated to be eligible for assistance from the new cor¬ 
poration. Emphasis will be placed on the aqiiisition and development 
of urbanisable land in the major urban centres and to its sale and utilisa¬ 
tion for large-scale housing to meet the needs of the lower-income groups. 
The returns from these projects will be reinvested in part on social invest¬ 
ments such as rehabilitation of slums and in part on further programmes 
which will ensure continual increments to the initial seed-capital and 
progressively increased building activity, The process is illustrated by 
what has been done in Delhi where a revolving fund of Rs 5 crores 
has resulted in a turn-over of Rs 45 crores in a period of 8 years. 

6. Since construction activity is labour-intensive, the activities of 
the corporation will also result In a significant contribution to employ- 
mem opportunities. It has been estimated that an investment of Rs I 
crore in housing creates employment for 5 -4 lakh man-days. Oppor¬ 
tunities to absorb engineers of different disciplines will also be created. 
The building materials industrj' will also receive a boost. 

Urban Development 

7. As is well known, migrailon of population from the rural to the 
urban areas in search of employment has progressively worsened the 
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urbansoene. Anattempt to create emi^oytiKmtpotoarigliro^ 
centres identified after proper surveys and analysis could contain this 
probiem to a large extent. Towacdif tlds end, certain legiongl fdannfng 
bodies have made specific recommendatians for the establishnient of 
new towns. One example of such a trend is the proposal to develop a 
Twin-City or The New Metro Centre* around Bsnvel Credc in Bombay 
encompassing the Uran-Nhava-Sheva belt extending over nearly 50,000 
acres, thus integrating Itens Thana Development and the Uran-Nhava- 
Sheva Port. This would provide an optimum location for an dfective 
counter-magnet to Bombay. A detailed development plan of a compo¬ 
site nature for absorbing the inflow of population and for directing in¬ 
dustrial and commercial growth in an orderly manner is proposed to be 
attempted in this new city. 

Another example is the proposed development of the Calcutta Metro¬ 
politan Region on somewhat similar lines. The fourth Plan envisages 
a provision of Rs 40 crores for this purpose^- water supply (11 crores), 
sewage and drainage (11 crores), transportation (17 crores), basti im¬ 
provement ( I crore). 

Likewise, plans have also been drawn up for the devdopment of three 
important satellite townships around Madras at Chingleput, Tiruvdioie 
and Gummidipundi, which will provide an adequate industrial and eco¬ 
nomic base to trap out-bound rural population and to reduce, in some 
measure, the concentration of population from the core of this metropoli¬ 
tan city. This programme envisages an investment of over Rs 5 crores. 

The large-scale immigration into Itelhi has been tackled to a large 
degree by the provision of amenities to the squatters in properly budout 
colonies out of the land government had acquired for the planned de¬ 
velopment of Delhi. Government have been subsidising the develop¬ 
ment of plots and provision of amenities on the basis of Rs 600 to 1200 
per family. To date, government have spent over Rs 9 crores for this 
purpose. Other community facilities like provision of drinking water, 
sanitation, medical and health facilities etc. are also provided. Improve¬ 
ment schemes in Delhi have also received over Rs 40 lakhs last year. 

Rural Housing 

8. The government are also keenly conscious of the need for improve¬ 
ment of rural housing conditions. But owing to the enormity of the pro- 
lem, it has become necessary to adopt a selective approach. The go¬ 
vernment is already operating a village housing projects scheme under 
which loans upto Rs 3,000 are advanced for house construction. This 
Scheme inter alia also envisages the provision of free house sites for land¬ 
less agricultural workers. The problem relating to landless labour in 
rural areas is particularly acute and in the coming years, the state and 
central governments will have to give greater attention to this section 
of the rural population. The provision of free house-sites and, if possible, 
construction subsidy to these hous^olds would be a major objective to 
be progressively achieved on a planned basis. 

9. Plantation labour constitutes a distinct Tsection of the rura 
population. In order to help tlie planteis provide adequate housing 
for their workers, a Plantation Labour Housing Scheme has been in 
operation for some time. This was, initially, purely a lean scheme and 
subsequently an element of subsidy of 25 per cent was also provided be¬ 
sides a loan of 50 per cent. It has, now been decided to grant a subsidy 
of 37} per cent in addition to a loan of 50 per cent of the cost of each 
house. For this purpose, an allocation of about Rs 2 crores is to be 
made in the fourtli Plan, under the central sector, so that the state go¬ 
vernments may provide the requisite assistance without encumbering 
their Plan resources. These provisions would help to improve the 
housing conditions of plantation workers to a significant extent. 

RURAL WATER SUPPLY SCHEMES 

Introduction 

Our five-year plans have placed high priority on providing the essential 
amenity of hygienic drinking water supply to the rural areas. This 
was a neglected area prior to Indq^endenoe and factors such as the WMy 
lai ge number of villages, thetedteencB ol problem areas in terms of water 
availability and the terrain qnd jpfganiiattoaal problems have had to be 
tackled in pusldng ahead with this p^gramme, 

2. Four dhtemt ivofpramm^ inmlemented sihoe the Birst 

Plan for the development of rurial water supt^. Uhder the Cciwmsi^ 
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TATA tradition and quality 
on the map of the world 


The synAol signifies the Tata reputation for quality that matches fnter^ 
national standards. It is the culmination of fifteen years of research and 
, development: of building tqf technical jikills and knowhow; of training 
carefully selected qualified men into an-efficient workforce: of establishing 
a modem factory with the latest precision machinery and test equipment: 
of insisting on rigid quality control. 

Tata vehicles carry the synAol, upholding the reputation for rugged, reliable 
and economical performance already recognised in India and abroad. Tit* 
vehicles hive beei exported to over 18 covntriM. 
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jb|Ml^ptBab«tVR^^ afamte are coMtnwied tgr tlM biodc 
iit4& a 50% gmt and a 50% matching contnbu- 
ticlD troiin the local people. Under the Local Devdopment Works 
prOil»fiift, the isaiataDide fSrom govemmeBt varied from 50 to 100%. 
SincPt96MSv the water suppV schemes In tld^ have 

been ttahaftaied to the union Health Ministiy and the construction of 
dipfde to the Community Development Uocks. The third pro- 
graimhe ia adminb^ned by the union Home Ministry for providing wa¬ 
ter aftpply Ibr backward classes, sdredutod castes and sd^ tribes. 
These programmes ate on a full grant basis shared equally by the centre 
*aad the states. Fourthly, the National Water Supply and Sanitation 
Programme (NWSSP) under the union Health Ministry, is for providing 
piped water supply systems involving a measure of technical skill for 
thdr design and execution. Until the beginning of the fourth Plan, 
50% of the cost was financed as a grant from the centre with the babnee 
being borne by the states and the beneficiaries. 

3. A total expenditure of about Rs 150 crores has been incurred by 
the central and state governments on these programmes upto 1968- 
69. About 17,500 vilbges have been covered by piped water supply 
systems under the NWSSP benefiting about 15 million people. Under 
the other programmes about 4 *2 lakh new wdb have been constructed, 
about 3 lakh new tube-wells with hand pumps erected and about 5 5 
lakh old welts have been renovated. 

The Fourth Plan 

4. The emphasis in the fourth Plan is on providing water supply 
to the villages in the hilly, sandy and saline tracts which have suffered 
from hardship for long years. Emphasis will also bo placed on cholera- 
endemic and guinea-worm infested areas. An amount of Rs 100 crores 
has been earmarked for rural water supply programmes in the state 
Plans to start with and it will not be open for the states to divert this 
provision to other sectors. Actually, many of tlte states may bo able to 
profide additional resources and the allocations may eventually be of the 
order of Rs 150 crores. Thus, the fourth Plan afiocations for rural 
water supply are likely to equal the amount spent in the previous 18 years. 


tUteateagwhi^liinrenotennain or mherspcxaali^ the infiiiivof 

water sutmly. The progress made under the iMans so fkr has mdHed 
tepsMdiitedHnkingwater toa very substantfal part of tbia major seg¬ 
ment id the oountiy. In the fourth Plan, earnest efforts will be made 
ibr the lemaiaing areas with special problems which are also inddehta^ 
fdatively teas dmebr populated. The imptementatjon of these prOgra^ 
imnes will bring ^is significantly closer to the day when no village in Ihdia 
would go without the basic amenity of safe drinking water. 

SOaAL SECURITY BENEFITS FOR INDUSTRIAL WORKERS 
AND GOVERNMENT EMPLOYEES 

Social Security benefits at present applicable to industrial employees 
range from benefits provided by the employer under the Wodemen's 
Compensation Act, Central and State Mat^ty Benefits Act or the Plan** 
tations Labour Act, to the benefits available through public authorities 
under the Employee's State Insurance Act, 1948, the Employee’s Provi¬ 
dent Funds Act, 1952 and the Coal Mines Provident Fund and Bonus 
Scheme Act 1948. However, there is no worthwhile scheme for provi¬ 
ding long-term protection to the families of industrial workers who may 
be rendered destitute by the death of the earning member. 

2, The Employee's Provident Funds Act, 1952 covers about 5 4 
million workers who are predominantly industrial workers. The coverage 
of the Act has been progressively extended from time to time and at pre¬ 
sent almost all workers in the organised sector of the industry have been 
brought under the Act. Contributioas to provident fund are payable 
at the rate of 6^ per cent of pay by both the employer and by the em¬ 
ployee. The central government is empowered to raise the rate of con¬ 
tribution to 8 per cent in such of the industries as arc considemd to be 
in a position to bear the incidence of the higher rate and at present 4*1 
million workers arc governed by the higher rate of 8 per cent. 

3. While this scheme provides effective old-age and survivorship 
benefits through the payment of a lump-sum of sizable amount, it 


5. 100 per cent financial assistance has also been provided by the 
centre for special investigation divisions in the states to appraise and 
draw up rural water supply schemes with special reference to the diflScuU 
and scarcity areas. ThM divisions have been set up in all the states. 
Based on the recommendations of the high level Drinking Water Board 
set up by the union Health Ministry, the investigation divisions are 
engaged in classifying the problem villages into the following catego¬ 
ries : 

(i) Difficult and scarcity areas 
(fi) Specially backward areas 

(Hi) Areas where the existing unsafe and un-wholesome supplies 
have to be set right 

(iV) Aieas whore existing supplies are inadequate and have to be 
improved. 

6. The objective is that a continuous plan of operation with investi¬ 
gations, drawing up of schemes and construction being carefully dove¬ 
tailed is put into effect to meet the problems of villages situated in hilly 
terrain, arid zones and saUne tracts and villages susceptible to endemic 
cholera and guinearworm. It is proposed to take up work in chronically 
drought-affected areas on a priority basis. 

7. With the help of assistance provided by the UNICEF, ground 
water expktfation using Mgh speed drilling rigs and accessories will be 
taken up in a Unger Training pro^pwinmcs conducted by the Cen- 
tcal Public Health Engineering pxganisation for water plant supervisors 
and for drillers arid supervisory staff is yet another form of assistance 
provided to the slatte. The Central Public Health and Engineering 
Rfiseamh Imtitute, Na«nir end the All India Institute Of Public Health 
and Hygiene, Catetttta, have done useftil research in cvolring respecUvely 
c&pper methods of cfauiScation and treatment of waters and in designing 
a atwdf te^ah^ handpump^ Thb indigenous production of ptees and 

teoidired for water srppjy schemte has 

eoniti- 
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»tifos from the ditttdvBnta»» t^t whew a member heppeos to die pre¬ 
maturely, the accumulationHn the Fond wotdd bo too meagre to tender 
adequate protection to hi« famd^. Financial security to the family of a 
member who happens to die prematundy can be ensured if a pension is 
paid for life to the widow and thereafter to the surviving minor ^ildrw. 
Such a scheme would be preferable to a pur^ insurance scheme in which 
a lump-sum is paid on the death of the workeft* 

4, When a worker survives the age of retirement it would be difficult 
for administrative reasons to assure a family pension for his family. 
This is so because when death occurs-^ which may bo several years after 
retiiement--the employer would have lost all touch with him and the 
family would find it difficult to establish its claim for pension. For this 
reason a lump-sum payment at retirement would be a better provision. 
From another point of view also, such a payment recomends ii^f; 
the worker can profitably invest the amount (together with accumalations 
in bis provident fund) in land or in a small industrial or other occupa¬ 
tional venture easuring him a steady income. 

5. An even belter arrangement would be to have a combination of 
both a family pension and a retirenieru benefit. In addition, to take cam 
of the immediate needs of the family in case of the worker’s death while 
in service, a small lump-sum payment (payable only incase of death 
while in service) can be provided for. 


6. With these ob.iectives in view, it is propofied to bring forward lo^s- 
lation to create a Family Pension-cum-Lifo Assurance Scheme, whiA 
will be applicable lo those employees who contribute 8 per cent of their 
pay to their Provident Fund. A separate Fun d for the scheme will be 


THE RIGHT ANSWER 
FOR SULTRY SUMMER 


ROOM COOLERS 



CooUno capacity 142 cu- 
metres. 
Blower size 30.5 cms. 
Electric motor 1/3 H.P. 
Price without taxes 
Rs. 1375/. 


Cooling capacity 85 cu. 
metres. 

Blower size 20.5 cms. 
Electric motor 1/4 H.P. 
Price without taxes 
Rs. 1000/- 


MANUFACTURERS ? 

GHAZIABAD ENGINEERING CO. PVT. LTD 

42. JANPATH. new DELHI PHONE ; *3501 t3 LINES) 


otsntiBUToaa roR u.p. ; 

GHAZIABAD ENGINEERING CO. PVT, LTD. 
16, VWhan Sdbha Marg, Lucknow Phone : 28389 


for otm : 

KOOLAIRB (P) ita, Janpath, New Delhi 
, Mfwfitids_Phdfta 1 439KI 


ccegtedby divertinga part (tf 

and fitt eicbtal amount from the en^qtyer^s gfaeie firom 

qurreiit coAtribaaoni to the EPF. Tm fmmniiiMnt tKdil add g 

ahamof M/6perceatof pay makiogup a total of 3^ 

for credit imo this Fthul under the new It ^ 

that with a Fui^ built-up on this basis, a fiux(Uy|)e^OA gunihtf to 

the one appUcaffie to goyemment servant could be provided to the 

widow, and to the minor ddldiea surviving her, in the case of a vmktv 

who dies before retirement. The minimum pension will be Rs 40 pee 

month and the actual quantum will vary aocQrdi]^^ to pay going tm to 

a maximum of Rs 150 per months In addition a himp-sum paying 

of Rs 1000/- win be made in the event of death in service. 

7. Out of 4-1 million workers who are governed by the hiihor rate 
of contribution of 8 per cent, it may be assumed that 75 per cent will opt 
for the scheme. On this basis, the central government will have to 
pay Rs 7 -6 crones per year as its share of contributions (1-1/6 per cent 
of pay). In addition, the cost of administration of the scheme which 
cannot be met from the rates of contribution proposed to be collected or 
from the existing resources of the Employees Provident Fund would have 
to be met by the government. It is estimated that the establishment 
of the EPF, would have to Incur additional cost to the extent of Rs 56 
lakhs per year which will have to be met by government and further the 
administrative cost of disbursement of the family pensions, if made 
through Post Offices or banks is likely to amount ultimately to about 
Rs. 33 lakhs per year. 

8. Since the scheme can be iniptemented only after it has been consi¬ 
dered and agreed to at a tripartite forum and necessary legislation is 
enacted for tlie purpose, an ad hoc budget provision of Rs IS lakhs to¬ 
wards administrative cost has been made. A simildr ad hoc provision 
of Rs 2 crores on account of government share of contribution has 
also been made. A provision of Rs. 10 lakhs has been made towards 
interest to be credited to the Fund. 

9. The new scheme will meet a felt need in the structure of our social 
security arrangements for industrial workers who constitute an import¬ 
ant part of our national economic resources. It will benefit a large 
number of industrial employees by providing a very necessary measure 
of security to the families of those who die in harness. Supplementary 
details of the proposed schen'>e are outlined in the annexure. 

Enhanced minimiim pension for government emploiees 

10. At present the minimum pension (inclusive of ad hoc increases) 
is Rs 25 per mensem for all persons who retired on or after 1st January 
1964. This is also the present minimum for family pensions. Govern¬ 
ment have decided to raise this minimum from Rs 25 to Rs 40 per men¬ 
sem (inclusive of ad hoc increases, where applicable). The enhanced 
minimum will benefit existing as well as future pensioners, civil and 
defence. It will be eflectivc from 1st March 1970 i.c. in respect of 
pension/family pension fur the month of March 1970 payable in April 
1970. Pensioners who had retired prior to 1st January 1964 will also 
now get the benefit of minimum pension at the enhanced level of 
Rs 40 per mensem (inclusive of ad hoc and temporary iticxeases, where 
admissible). 


ANNEXURE 

1. The Family Pbnsion-cum-Life Assurance Scheme would be appli¬ 
cable to employees of all the establishments whidi are covered under the 
Employee’s Provident Funds Act and in respect of wiiom contributions 
are payable at the rate of 8 per cent of pay. It would be compulsorily 
applicable to alt fiiture entrants with efibet from the di^ ^ b^ome 
members of a Provident Fund under the Employee's l^Ident Funds 
Act and have actually made their firsjF tontribuOpn to the fund, 

2. The family pension wmisie similar tot^ govern¬ 

ment servants (except that it would ht payable only in the emt of the 
death of the worker wMleiUieivj^^ withthefdlo^adng modikci^ohs:^ 

(/) wm ^be as defined id the Employees, JRufid 

Sdwnae, 19&'' . 

(//) The nnininium pef^ton wffi be Rs 4^/- per pMth. 

3. Existing empk)yees anOp^ 

by a ^ified date and ffie ypge 
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ONE OF THi 
LAROEST 

iTt It one of the largeet 
fictoftee In the world, 
manufecturino en entire range 
of telecommunication 
equipment to international 
standards* 


O Microwave systems 
O Telemetering equipment 

□ Power line carrier equipment 
O Electronic measuring 

instruments 

□ Road traffic signals 



WIDE RANGE 

□ Automatic exchanges 

□ Telex exchanges 

O Long distance multi-channel 
transmission equipment 
Q Sptcieiised equipment tor 
defence and railwaye 


EXPORT 

ITI has exported over 
Re. 23 rnIHlon ef equipment 
to the U.K.» Brazil, New Zealand« 
Ireland. Greece. Betgfum, 

West Germany and many 
Afro-Asian countries. 

Large orders were secured 
from the East African Posts 
and Telecommunications 
for supply and installation of 
automatic 

telephone exchanges. 


TURNOVER 

In ten years ITI's turnover 
has gone from Rs. 34 million to 
Rs. 212 million. Total turnover 
since Inception ? 

Rs. 1340 million I 




...we also maks telephones l:; 



IMPORT 

SUBSTITUTION 

Through its concerted Import 
substitution programme, 

ITI is saving Rs. 22.7 million 
a year in torsion exchange. 


INOIAM TSiSPHONS 
IMDUtnUIS LIMinO 
•ANOAiORa-IO 


AIYAES, m-lOA 
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THE EWAIIOR lATON SOI HFG. (WTG.) CO., LTD. 

(Pulp Division) 

Birlakootam—Ma voor—Kozhikode 


saves 


enormous foreign exchange for National Development 



manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 


Gram : 'WOODPULP', Calicut. 


Phono : 3871-74 


Mg. Agents : Birla (Gwalior) Pte. Ltd. Calcutta 
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ftUl benefits would be sviilable to those entering tho scheme at theageof 
25 years or bdow» others joining at a later age would be entitlted to 
proportionately lower benefits (induding minimum pensions) in accor¬ 
dance with a scale to be actuarially worked out and specified. The 
scheme will be applicable to members of un-exempted and exempted 
establishments alike as also to members who have opted individually 
or collectively out of the Employees* Provident Fund Scheme in favour 
of private I^vident Funds of the establishments concerned. These 
besets would be additionally available to the members of the exempted 
establishments (who may be already enjoying pension, family pension 
or life assurance benefits) in the following manner 

(a) In the case of exempted establishments having provident funds, 
rates of contribution in respect of which are not less favourable 
than those prevalent in the Employee's Provident Fund Sche¬ 
me, the additional benefits will be the same as for the mem¬ 
bers in the unexempted establishments. 

(d) In the case of establishments having provident funds where the 
employer’s contribution is made available by way partly of a 
provident fund contribution and partly pensionary and/or 
gratuity benefits, the establishments will be required to provide 
for family pension benefits, (if not already available) at scales 


not less favourable than those provided in the proposed family 
pension scheme* The statutory Fund will bear the cost of 
the insurance benefits. 

4. In order to prevent the possibility of “adverse select ion” against 
the fund by the entry of persons not in good health, a “waiting period” 
would bo imposed which will be not less than two years. A person dying 
during that period will be entitled only to the return of his contributions 
with interest. In tiio case of an employee leaving service on resignation, 
retrenchment etc. payment of part benefit (which will correspond to the 
actuarial reserve value and would bo somewhat less than the proportiona¬ 
te benefit) will be made, but only in those cavses w'hero contributions ; 
luivo been received for at least two years. 

5, The collections comprising the contributions will be funded se¬ 
parately in a Family-Pension-rwm Life, Assurance Fund and invested 
wholly with the central government who will guarantee a minimum 
interest of 5per cent per annum. This fund will bo administered by 
the Central Board of Trustees of the Employees’ Provident Fund. 
Family pensions will be disbursed through the branches of nationalised 
banks or through the post offices on payment of approriato rates of 
commission. The life assurance benefits will be disbrused by the Em¬ 
ployee's Provident Fund Organisation. 


Budgret at a Glance 

REVEIVUE BUDGET 


Revenue Receipts 



Budget 

1969-70 

Revised 

1969-70 

Budget 

1970-71 

Tax Revenue 

Non-tax Revenue 

271415 

799-74 

2732-04 e 

855 11 1 

2966-97 
+ 170 06t 
. 899-75 

Total —Revenue .. 

3513-89 

3587 -15 j 

■3866-72 
_ +170-06t 

State’s Share 

517-60 

621-67 j 

r 699-79 
[ +45-sot 

Net Centre’s Revenue 

2996-29 

2965-48 1 

‘ 3166-93 

+ 124-76t 



Revenue 

Surplus(+) 
Deficit (—) 




CAPITAL 

Capital Receipts 



Market Loan (Net) 

106 00 

141 -31 

161 70 

External Aid (Net) 

467-40 

400-46 

.399-75 

(Other than P.L. 480) 

P. L. 480 Aid* 

215-11 

205-93 

1.32-27 

Loan Repayments .. 

745 00 

880-00 

825-00 

Other receipts 

196-37 

347 81 

304-99 

Total 

1729-88 

1975*51 

1823-71 


Deficit on Capital Account 

OVERALL DEFICIT 


*ln addition P.L* 480 and other food aid on Revenue Account will 
bo Us, 33 crores in the Revised Estimate and Rs. 29 crores in Budget 
Eitiinate. 


Revenue Disbursements 


(Rs. in crores) 



Budget 

1969-70 

Revised 

1969-70 

Budget 

1970-71 

Civil Expenditure. 

1377-96 

1405 04 

1498 42 

Defence Expenditure 

985-78 

979 32 

1017-84 

Gra.n(s-in-aid to Slates and Union 




I'crritories with Legislature 

596 18 

592 06 

636-10 

Total . 

2959-93 

2976-42 

3152-18 

(+)36-36 (~)10 94 

(+)14-75 

f (+)14-75 



l(+)124.76 

BUDGET 




Capita] Disbursements 



Civil Expenditure 

478-60 

486-24 

524-35 

Defence Expenditure 

124-22 

125-42 

136-67 

Railway Capital Outlay 

132-60 

124-86 

150 00 

P & T Capital Outlay 

34-16 

35-96 

35 00 

Loans and Advances 




(/) States and Union Territories 

793-74 

1057-97 

878-25 

(//) Others . 

456-60 

424-23 

467 19 

Total? . 

2019-92 

2254-68 

2188 -46 


290-04 

279-17 

364-75 


253-68 

290 11 f 

350 00 



\( 

-)124-76t 


tEfTcct of Budget proposals. 
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REVENUE BUDGET 


Receipts 

1969-70 

Budget 

1969-70 

Revised 

1. Tax Revenue 



Customs Duties 

435-20 

410-00 

Union Excise Duties .. 

1521-27 

1525-06 

Corporation Tax 

Taxes on Income 

326 20 
362-30 

320-00 
400 00 

Estate Duty 

7-50 

7-50 

Wealth Tax 

12-00 

14-00 

Other Taxes and Duties .. 

49 68 

49-78 

Total 

271415 

2732 04 

2. Nan- tax Revenue 



Debt Services .. 

540 07 

573 -46 

Currency and Mint 

94-93 

94-84 

Other non-tax Revenue* 

164-74 

186-81 

Total 

799-74 

855-Jl 

3. Total Cross Revenue 

3513-89 

3587-15 

4. Less — States* Shares 

Union Excise Duties 

325-92 

321*51 

Taxes on Income 

184-57 

293-18 

Estate Duty. 

7 U 

6-98 

Total . 

517-60 

621 67 

5. Net^-’-Centre*s Revenue 

2996-29 

2965-48 


445 00 
+20 OOt 
1679 *34 
+ 135 06 
342 00 
423 00 
+ 15 00t 
7*50 
1800 
5213 


2966-97 
+ 170 06t 


’ 3866*72 

+170 oet 


{ 353*45 
+35-301 

{ 339 17 

+ 10. oot 

717 


Total . 517-60 621 67 J 699-79 

t+45-301 

5. Net — Centre*s Mcvertue 2996 -29 2965 -48 f 3166 -93 

t+124-76t 

Surplus (+) Deficit (—) on Revenue Account 

♦Includes PL 480 grants food aid and amounting to Rs. 33 crores in RE 
1969-70 and Rs. 29crorcs in BE 1970-71. 
tEffccl of Budget proposals. 


(la crores Of nouBss) 

Disbutsements 

1969-70 

Budget 

1969-70 

Reviaed 

1970-71 

Budget 

1. Civil Expenditure 




Collection of Taxes and Duties 

44*59 

43*93 

48-55 

13ebt Services. 

568-82 

568 56 

597-48 

Administrative Services 

164*83 

177-32 

189*70 

Social and Development Services 

272-33 

266-53 

319-85 

Multi-purpose River Schemes,etc. 

4-39 

5-89 

14-56 

Public Works, etc. 

37-93 

38-68 

42*63 

Transport and ^Communications 

17-33 

18-35 

20 80 

Currency and Mint 

26-44 

26 *86 

26 00 

Miscellaneous. 

226 69 

242-37 

221 -20 

Contributions and Miscellaneous 




Adjustments* 

8-73 

10 70 

10*77 

Extraordinary Items .. 

5-89 

5-85 

6-64 

Total— Civil Expenditure .. 

1377-97 

1405 04 

1498-24 

2. Defence Expenditure (Net) 

985-78 

979-32 

1017*84 

3. Grants in aid to States and Union 




Territories with Legislature 

596-18 

592 06 

636-10 

Total £ . 

2959*93 

2976-42 

315218 


(+)36 36 

(-)IO 94 

(+)14-75 

(+V24*76t 


♦Excludes grants-in-aid to States and Union Territories with Legisla¬ 
ture shown separately. 

£Includes a plan provision of Rs. 458 -85 crores in Budget Estimates 
1970-71 as against Rs. 390 -40 crores in the Revised Estimates for 
1969-70. 

tEffect of Budget proposals. 


JAG SHIPS 

AT YOm SERVICE 

FOR QUICK AND EFFICIENT CARRIAGE ENTRUST YOUR SHIPHENTS 

To 

THE GREAT EASTERN SHIPPING CO., LTD. 


Registered Office : 

Mercantile Bank Building, 

60. Mahatma Gandhi Road, BOMBAY-]. 
Tclbphone No. 258961 (8 Lines) 

Telex: 2217-2719 


Bmch Ofifee : 

5, Qiw Row, 
CALCUTTA-l. 

Tbubphonb No. 224)561 (7 Lines) 
Telex; TLX-339 
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There is more in the ^ 
SEA t 

them ever came out of it. 


V 



Delicious Indian seafoods, led by the Indian Shrimfv 
aristocrat amon^» shrimp - have gained wide 
acceptance in the hiahly sophisticated markets of the 
L), b. A., the U. K.. Japan, Austtalia and the 
Continental countries. 


Why? Because of their high quality. 


Exnorts have expanded phenomenally between 1962 
and 1968 from 70 million to 220 millions of rupees, 
almost exclusively on the catches from the tradi¬ 
tional hshing areas. Wc aim lo achieve, under the 
Fourth Plan, an annual foreign exchange earning of 
Ks,. 450 million. 


How? By their quantity. 


I 


Liy developing the exports of larger quantities of 
shrimp and other varieties of hsh like sardtnea, 
mackerel, tuna, etc., available in abundance*•«by 
exploring other arc.iis and coosis**>by developing the 
elTorts of catches in the known resources of fileil) 
hshing grounds•**by exploiting the prospects and 
potential that surround the long Incuan cosstlioe 
and are as deep as the sea itself. 

If'you are interested in accepting this challenge and 
need help and advice concerning the seafockl 
Indusicy in India, please get in touch with 

THE MARINE PRODUCTS 

EXPORT Promotion 

COUNaL / rf. 


For all your 
genen 
needs 



your meno In iiNe* 

i 

Tn aftM iaw iii if r a «l i .p>no—liMdMHftoe-» 

two nwMW wby MMOl toanoiv a* flm ten 



MMGh 

Buihott 
personalised 
service 


MAOSAS MinOR & GENERAL INSURANCE 

COHMNY UMITED Registered Ofioe:52yetert Roed, 

MMm 14 dip Servicing Unit: 93 MiAtStreui, Mndiii t 
OOni te itoin^ RoiBlNiyo Oilcutcg, DdU udA om 40 
piNii in indin. 
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if you work with hands, 
hoad and hoart... 

\ho on your way 
i to prospority with tho 

. hoip of UDOBANK 


Are you lost in the wilderness—worried 
and frustrated without a job ? Dont wait, 
put your training and experience to work. 

With UCOBANK's financial assistance 
set up your own business and be on the 
way to prosperity. While helping yourself, 
you will be helping others loo 

UCOBAUK PA¥ES path to PMSPEOm 

Cu$tod>*n : B- B. SHAH 


HEAD OFFICi' 
CALCUTTA 




1WEUIIN6 IS 1 TNIIEEimBI 

wnRn 

■ ■ I a wM That needs some explanation. 

The three letters are obviously lOL. Obviously because lOL (Ihdian Oxygen Limited) 
has always pioneered advances in welding technology, and introduced the latest 1 
welding techniques to this country. Simultaneously, lOL has developed indigenously a 
wide range of welding equipment and consumables and trained up a cadre of welding 
technologists, equal to the best anywhere. 

lOL functions today through a network of over sixty plants, offices, depots and com¬ 
pressing stations located in every major industrial area of the country. It maintains an 
extensive distribution system. lOL's technical experts and service-engineers are . 
available throughout India to tackle any conceivable problem related to welding. | 

Laadara in the field of welding : ^ J 





SPECIAL 


CAPITAL BUDGET 


(In crores of rupees) 


Receipts 


1969-70 1969-70 1970-71 
Budget Revised Budget 


Disburscinents 1969-70 1969-70 1970-71 

Budget Revised Budget 


!. Markit Loan : 

Gross Borrowings 
i>sr-^Repgyments 

Net Borrowing 


500 00 535 31* 

394 00 394 00 

106 00 141*31 


455 00 
293*30 


A. am ESaWENDITURE ; 

I * 9oidgl end development Ser¬ 
vices 

2- MulUrPwrposc River Schemes 
etc,. 


340 86 347 76 


58 25 60 13 


2. Extftnal Aid iOthor than P>L» 480) 


Gross Borrowings 

675*00 

580 OO 

600 00 

J!>.«r^Repaynients 

207 60 

179-54 

200*25 

Net Borrowing 

467 40 

400 46 

399 75 

3. P. L. 480 Aid : 




Dollar Credit 

115 00 

74 10 

84 00 

Rupee Loans 

60 00 

60 00 

35 OO 

P.L. 480 DepQ.sits (net) 

40 11 

71 -83 

13 27 

TOTAt . 

215 11 

205 93 

132-27 

4. Repayment of loans and advances 

745 00 

880 00 

825 00 

5. OtAer Items : 




(0 Small Savings 

t35 25 

125 *25 

140*20 

iU) Other Receipts 

6t 12 

222-56 

164*79 

Total Capital Receipts .. 

1729*88 

1973 51 

1823*71 


*£xcliide 3 Rs. 75 crorcs of ad hoc treasury bills converted into dated 
securities. 

NOTES ON ESTIMATES 
REVISED ESTIMATES—1969-70. 

REVFMUE BUDGET 

The current year’s Budget estimated a revenue surplus of Rs 36 
croits after talcing into account the effect of the Finance Act, 1969. This 
is noW ttcpected to be converted into a revenue deficit 6f Rs 11 crores, 
being the result of a shortfall in the net revenue receipts of Rs 31 crores 
and an inciease of Rs. 16 crores under revenue disbursements. 

Revenue Receipts : 

The total gross revenue for the current year is estimated at Rs 3.587 
crores as against the budget estimate of Rs. 3,514 crores. 

Total customs revenue from all duties is placed at Rs 415 crores as 
against the earlier estinaate of Rs. 435 crores. Import duties which were 
expected to yield Rs 357 crores arc now estimated to amount to Rs 340 
crores. This is mainly due to lesser imports of machinery, motor ydiicle 
parts, metals other than iron and steel and*‘all other articles” than on- 
ginady contemplated. The export duties whidi were estimated to yield 
Re. 7Vcrom are Hkely to amount to Rs, 70 crorcs. The decrease is 
malidy under Tea and Do-oiled Ground-nut meal . 

' VLtewOMb from Union Excise Ibiities whi^ was csiiinaied.at lU. .. 
list ewws euBer. after takia* into account the effiset of the tPinanoe 
Aa«;:l9iS!i ts expected to l.e, hy tU. 5 otowe to»a, 1526. 

oRim. is msiiilii! 4tie w in^roveraent under Rayoa dad j^miftelic 
lim trndymi jfm t^ Tubes, Opment and Su|ar. offiM to some 
aibNnjl;|iy ihOitfii^.undnr Cptton fiibfk* and TMctiles, £i<oq ^Mid Steri 


3. Public Works etc. 

73-89 

58 94 

92*64 

4. Transport and Communica- 




tions . 

25*55 

24 09 

28-71 

5. Currency and Mint 

6*28 

8 13 

12 03 

6. Miscellaneous 

—28 23 

—12 81 

—29*13 

Total—Civil Expenditure 

478'60 

486*24 

524-35 

B. Posts and Telegraphs .. 

34 16 

35*96 

35*00 

C. Railway Capital Outlay 

132*60 

124 86 

150*00 

D. Defence Capital Outlay 

124 22 

125 42 

133*67 

E. Loans and Advances— 




1. States and Union Territories 

793 '74 

1087*97 

878*25 

2. Others . 

456 60 

424*23 

467*79 

Total—Loans and Aovance.s 

1250 34 

1482 20 

1345-44 

Total—Capital Disbursements 

2019 92 

2254 

2188 46 

Deficit on Capital Account ,. 

290 04 

279-17 

364*75 

Overall Deficit 

253 68 

290 n 

350 00 
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tERect of Budget Proposal. 


products and Cigars and Cigarettes. 

Corporation Tax and income-tax together are expected to yield Rs. 
720 crores as against the earlier estimate of Rs. 669 crores which also 
took into account the effect of the Finance Act, 1969. The improvement 
is due partly to the changed system of payment of advance tax intro¬ 
duced in the current year and partly due to the tightening up of the 
collection machinery. * 

Interest receipts ate expected to be more than the Budget Estimate 
of Rs. 540 crores by Rs. 33 crores. This comprises Rs. 15 crores under 
interest payment by Stales and Rs. 18 crores from Public SectorUnder- 
takJngs, (including Railways and Posts and Telegraphs) due mainly to 
receipt of one advance instalment of interest due from Hindustan Steel. 

The rest of the increase is spread over a number of items, notably 
foodaidfromccrtaincountricsotherthanU.S.A. (Rs 28 crores). cash 
grant in lieu of interest payment from Federal Republic of Qermatiy 
(Rs 4 crores). Wealth Tax (Rs 2 crores), receipts from Electricity Schem¬ 
es (Rs. 1 -50 crores). Opium (Rs 1 *75 crores) and dividends from Public 
Understakings (Rs 1*3 crores)- Less grams from U.S.A. under PL 480 
(Rs. 18 cror^) would offset the above increases to some extern. 

The states’ sltare of Union Excise Duties this year will be Rs 322 
crores. against the earlier estimate of Rs 326 crores the decrease being 
due the adjustments made in respect of the earlier year. 

'^pie state’s share of Income-tax will now be Rs 293 crores as against 
Rsl IBS Crores estimated .earlier. The increase of Rs 108 crores is due 
partly fo increase in the estimated gross colioctions and partly to the 
new prpoedUttt of including the advance tax collections in the divisible 
pod in the ffnaiidal year in which the collections are made instead of on 
the completion 6f regular assessment as has been the practioe till now. 
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IF YOU ARE A YOUNG TECHNICIAN WITH 
A THOUGHT IN YOUR HEAD 
IV lA VISION IN YOUR EYES 
■ AN EXPERIENCE OF 
, SOME MANUFACTURING LINE IN YOUR LIFE 
NANO A PLAN OF AN INDUSTRY IN YOUR POCKET 
' Wt'll put momy in your bonds. Just talk tO' us. 

■. Wa'II tell you about our schamas, and saa 
' Vyou through iha whole process of 

> SiHting up a Factory of your draama. | 
CONTACT: 

THE CHIEF PURLIC RELATIONS OFFICER *1 

filMAIMT WDUSTIlUt, 
.MVfftTMENT COimiUTIOII LTOi. I 

BLDG..ASHRAM ROAD.AHMEOABAD-t. I 



PRODUCTS OF 

MATCHLESS 

PRECISION! 



Qpf 147 



REMCO MANUFACTUME: i, 

1, WATT HOUR METERS f. AOOAMETRO-REMCO WATER 
meters AR.V.CaWtRES ANOCARLES 4.UOHTtilNO ARRESTERS 
S. LOUDSPEAKERS ST.C.C. CONOEM8ERS 7. tRANSfSTORO 
« VALVE TYPE RADIOS S ROTARY A SitOER SWITCMtS 
M«d« from c«r«lully st (icioct rirwr moltriols 
to onsuro rtlisMHIy tfiS okfisRsoct lof yscKt Ip comif 

MMB A fUttflMiU MM. m tlG. 

Etangalore. 

1 i h Il f III . . . ... . . .... 
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SPEC!At mimmmmwK 


A pbctfon of Oie iitcmse (R$ 36 qrotes) 19 9 lso <feie to the payntent of 
ttTMta in mpoct of the earUer yean. 

The states* share of &tate Duty will be maieinaHy less (by lU 13 
lakhs) due to the a^justraeet ma^ in respect of the previous year, 

the revenue receipts, net of states* share, would thus stand at Rs 
2,965 croies as against the earlier estimate of Rs. 2996 croies showing 
a shortfall of Rs. 31 croies* 



DisA>urseinems met from Revenue ace now estimated at Rs 2,976 
crofes as against R$. 2,960 crores in the Budget Estimates. Thus showing 
an increase of Rs 16 crores. 

Detace expenditure (net) on revenue account is estimated at Rs 979 
crmres as against Rs. 98S crores at the Budget stage. Tlie improve¬ 
ment of Rs. 6 crores is mainly due to larger receipts and recoveries. 

Administrative services account for an increase of Rs. 12 croies 
mainly under Police. 

Reimbursement of consumer subsidy in respect of indigenous and 
imported foodgrains handled by the Food Corporation accounts for an 
increase of Rs. 12 croies. 

Social and Developmental Services show a saving of Rs. 6 crores. 
This is mainly due to lesser expenditure on Scientific Departments and 
Agriculture. 

Orants to states and union territories show an overall reduction of 
Rs. 4 crores mainly due to lesser provision for Statutory Grants to 
states on the basis of the final report of the Fifth Finance Commission 
(Rs. 24 crores) as well as lesser provision (Rs 7 crores) for central Plan 
and centrally sponsored Plan schemes, off set by increases on account 
of grants for state Planr (Rs 9 crores), grants for non-Plan purposes 
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(R». 13 mresi of which Rs 10 crores is tov^ards relief cf distress caused 
. by ngtuiil calamities), revenue gap grams to union territories (Rs. 
5 croies). 

CAPITAl. BUDGET 

CaiihM Raeilgils 

Net receipts from market loans (excluding conversion o( ad hoc 
Treasury Bills of Rs 75 crores into dated securities) are now placed at 
Rs. 141 crores showing an increase of Rs 35 crores over the current 
Budget. 

Net Budgetary receipts from external assistance excluding PL 480 
and other food aid are placed at Rs 400 crores in the revised against 
Rs. 467 croies, thns showing a shortfall of Rs 67 crores. 

PL480 Aid (excluding portion adjusted as grants taken into account 
in the revenue section but Including PL 480 Convertible Currency 
Credit) is placed at Rs. 206 crores as against Ks 215 crores in the Budget. 
In addition PL 480 aid as also other food aid adjusted in revenue 
section will be Rs 33 crores. 

In the current Budget, loan repayments by state and union territory 
governments were placed at Rs. 540 crores and by other parties at Rs 
205 crores, totalling Rs. 745 crores. The repayments are now placed 
at Rs. 880 crores — Rs 640 crores from State and union territory go¬ 
vernments and Rjs. 240 crores from other parties. The increase is mainly 
due to sanctioning of larger short-term loans to state governments 
as also anticipated larger recovery of overdoes of previous years from 
them and advance repayment of Million Tonne Stage and Expansion 
Stage loans by the Hindustan Steel Limited. 

Collections under Small Savings (Net) are now placed at Rs. 125 
crores against Rs. 135 crores assumed at budget stage. 

The Revised for 'Otiier receipts includes a credit of Rs 5 crores on 


UNIVERSAL DESIGN SYSTEMS (INDIA) PVT. LTD. 

Offers highly specialised computer based 
consultancy services 
in 

1. MANAGEMENT INFORMATION SYSTEMS 

2. COMPUTER PROGRAMMING 

3. OPERATIONS RESEARCH 

4. INDUSTRIAL ENGINEERING 

5. GENERAL MANAGEMENT SERVICES 


ADimSS: 

G-Ii. U, NEW Phow : 

27314. HEAVUES SntEEE, tUNMEWOOD lUJN^ 

: Si2-799-7072 
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account of Componsation Botuls in itspoct of nationatiscd banks for 
which provision has boeg irtcluded on the disbursements skle* 

■ / 

Capital Disbarsemoatik 

The current budget provided for civil expenditure of Rs 479 crores 
against which the revised is placed at Rs 486 crores due mainly to pro* 
vision for compensation payments in lespectiof nationalised banks (Rs 
14 25 crores). 

Investments in government companies and corporations are less 
by Rs 4 -46 crores. The main savings are in respect of Bokaro (Rs 10 
crores), Hindustan Copper (Rs 7 crores), partially offset by increase 
in provision for Food Corporation due to godowns transfeirod from 
Food Department. 

Outlay on nuclear power Stations is more by Rs 5 crores mainly 
due to accelerated tempo of work on Rajasthan Atomic Power Project 
and spillover payments of Tarapur Atomic Power Station offset to 
some extent by lesser expenditure on Kalpakkam Power project due to 
delay in procurement of machinery and equipment, etc. 

Public Works show a shortfall of Rs J7 crores mainly due to lesser 
outlay on roads and larger recoveries than estimated on godowns trans¬ 
ferred to the Food Corporation of India. 

State trading schemes in respect of foodgraias show a net increase 
of Rs 23 crores due to notional adjustments made in respect of larger 
gift consignments of food expected during the current year as well as 
those outstanding in respect of such consignments received in 1968-69. 
Provision for Railway capital outlay is less by Rs. 8 crores. 

The current budget included a provision of Rs767 crores for giving 
loans and advances to state governments. The revised requirement 
is placed at Rs 1032 crores mainly on account of provision of Rs 275 


YOU ARE 24 HOURS AHEAD 

WITH 
NEC 
BATTERIES 

BATTERIES 

Power-packed performance all the way offered by the 
entire range of MEC Batteries. And for those in a 
hurry to go places, only MEC uses a special West 
Oerman process to manufacture Automotive Dry 
Charged BaUeries, These do not require charging 
as soon as they are bought. To avoid delay, just fit 
one in, fill in the acid, and 

FEEL THE PRESENCE OF POWER. 

MEC IS THE ONLY DRY CHARGED BATTERY ^ 
AVAILABLE IN 1ND|A; _ . 

Manufactured by *. 

THE MYSORE ELECTRO-CHEHiCAL WORKS LTD. 

Bangalorc-22 

in collaboration with Accumulgtorcnfabrik Sonnens^heiit, 
GmbH, West Germany and Sfiempefit, 

A.G., Austria. 
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ing their ftps in resources* 

Provision ibr loafisand advances to imlon i(|»rirttocies is Rs 26 
crores as against Rs. 27 crores in the (jvigtaal 

The provision for loans to fovgmmem companies andcorpor^iom 
Is placed at Rs. 219 crom as against the current bod|^ of Ibr 253 erpres. 
The saving of Rs 34 crores in the revised is mainly djue to the fact that 
the Industrial Development Bank and the Industrial Finance Corporation 
would not require loan assistanoe provided for them in the budget 
Rs. 12 crores and Rs 5 crores respecUv^y as also lesser requifetnents of 
some industrial and commercial undertakings notabb^ Fertiliser Corpo¬ 
ration of India and the Indian OiLCorporation. 

The ftvtsed requirement for loans to foreign governments, port trusts. 
Railway and P & T. funds and other parties is placed at Rs, 205 cromi 
as against Rs. 203 crores in the budget. This is the net result of Increases 
under Railway and P A; T Funds offset by reduction under provision 
for loans to foreign governments. 

OVERALL POSITION 

The current year's budgetary operations ate expected to show an 
overall deficit of Rs. 290 crores as a result of the variations mentioned 
above. 


BUDGET ESTIMATES 
1970-71 


Kevenne Budget 

The Revenue Budget, at existing rates of taxation, shows a surplus of 
Rs. 15 crores as against a deficit of Rs. 11 crores in the current year. 
The improvement of Rs. 26 crores is the result of ah increase of Rs. 202 
crores in the net Revenue Receipts and increase of Rs. 176 crores in the 
Revenue disbursements. 

Revenue Receipts : 

The total gross revenue for the next year, at the existing rates of taxa¬ 
tion, is estimated at Rs. 3867 crores i.e., Rs. 280 crores more than tlte 
Revised Estimates for the current year. 

The Customs revenue is expected to show an improvement of Rs 30 
crores as compared to the Revised Estimates. Imports of Iron and Steel, 
Metals other than Iron and Steel and various item scontributlng to an 
expected higher level of industrial production are expected to go up 
next year. The estimates also take into account the anticipated decrease 
in the import of Petroleum products with tlte increase in internal pro¬ 
duction. 

Revenue from Union Excise Duties is placed at Rs 1679 crores /.e., 
Rs. 153 crores higher than in the Revised, the increase being spread over 
a number of items, notably Petroleum products, Iron and Steel products, 
Rayon and Synthetic fibres and yarn, Tyres and Tubes, Cement, Matches 
and Motor vehicles, 

Corporation and Income taxes are expec;ted tq yield Rs 765 crores 
f.e., Rs. 45 crores more than in the Revised, Itaving regard to the trend 
in the growth of revenue and better economic conditions. 

The estimate of Revenue from Wealth Tax is placed at Rs 18 crores 
as against ^ Revised estimates of |4 crofcs aftef taking into account 
the levy of Wealth Tax oh agricultural property (Rti 4 -75 crores) the net 
prpccds of which <Rs 4 cr^) wiU be passion stato as grants. 

Interest receipts will be Rs 38 crores Aim due to the gepwing vohimo 
of loans advanced by goveimnMtm^o the stattat and public undertakings 
The surplus profits of the Reserve Bank accruing to the govertunem wiU 
also be Rs. 5 crores more. Thereat of the increase is spread over a num- 
b#r' of items, itombiir Biediickjr Schemes (Tarapur Atomic Power Sta¬ 
tion— Rs. 10crores).PL480gfanis(Rs6crores)^ and Sales Tax racetpts 
(Rs. 1 ‘5 erow»); ^ xhf fHom oountiM 

qther thapU.S.A. (Rs 2b as agiSnst Rs 28 eroieslit the current; 
year) and absence of cash grants in Ueu of interest payment OM 4 * 

The states' sham of Union Excise Doties Wib. W As |2 ctotiids 
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■A new era 


Sixty years ago ITC pioneered ihe 
tobacco industry in India. The history 
of ITC is the history of the 
tobacco industry. 

It is the history of pioneering'-the 
cultivation of Viiginia leaf tobacco and 
its promotion as a major export itcm» 
the manufacture of quality products, the 
penetration of rural markets, the 
development of ancillary industries* 
the pursuit of self-reliance and the 
achievement of seJf-siitiicicnc\. 

ITC carries forward the best from the 
past as it reaches out to the future. 

The new emblem signifies this leadership — 
the determination to give the consumer 
value for money, the technology for 
quality products^ (he innovation 
of research and development^ the drive 
and modernity of a company that 
sets ever higher standards of 
excellence for itself. 

The fmperial Tobacco Company 
of India Limited 


irc-raa 


Pioneera Yesterday—Leadera Todar 
11910—W70 


Remington: 
dedicated to 
better 
business 


The Model 23 Typewrittr: 

The most advanced menual type* 
writer produced in India. 

Key features at a glance: 

• The lightest touch for extra 
speed. 

• Visible Margin Control. 

• Perfect centering—with exchi* 
five scale. 

• tonger Tab Bar 

• Transparent Card Holders. 
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“P.C.E ;34 

IWTFY ■'FPn 
JVJLJEiXi Ji CiJU 

HIGH ALUMINA 
CEMENT 

We have been supplying to our Clients 
in the Past 

NOW WHITE WON lUIMINI CEMENT WITN 
P.C.E. 34 A tL, 0, 

Over 72% can also be made available 
as well as 

REFRACTORY CEMENTS TO BRITISH. 

RUSSIAN AND 

AMERICAN SPECIFICATIONS. 

Insulating Bricks for Fuel Economy. 
Sillimanite Bricks and Mortars. 

B.F.C. High Temperature Castable - for 
Monolithic Constructions. 

B.F.C. High Temperature Cements and 
Mortars. 

Acid Resisting Bricks and Cements. 

Fire Bricks with Alumina 30% to 72% 
in all shapes and sizes. 

R.C.C. Pipes and P.C.C. Poles. 

MINERALS Oiaspore, Pyrophylite, 
Magnesite, Asbestos, etc. etc. 


THE I8HWAR INDUSTRIES 
LIMITED 

M. O. Ishwar Nagar, Naw OalhL Phenaa; 7IMI - (S llnaa) 
•. O. Niwar (KatflQ IMadhya Pradaah. Phaaaa: tl * 14. 
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TAKE IT ANYWAY YOU WANT IT 

MINI-BUS • CARGO TRUCK - PICK-UP VAN 
DBUVBRY VAN • AMBULANCE 


The ‘Jaap’ Forward Control truck range combines 
a lot in itself. Economy of a ‘Jeep* engine. 

High degree of manoeuvrability. Great capacity 
for adaptation. Oependabiiity in the moat diffleult 
terrains. High performance ratio. And what you get 
is a completely original concept in vehicle design. 

A concept which turns on an economic 
performance on the road. 

Choose from the two models. FC-160 in 2 and 
4-wheel drive. FC-150 In 4-wheel drive. And * 
convert them anyway you want. 



cHom fc mucKs, 

vemaes mr smroo a amx of m/ 


MAHINDRA A MAMINDRA LTD. 

BOMSAY . CALCUTTA • DELHI • MAOBAS 
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thaff intbA rovised^ ccmsequem on higher estinmte of collections and 
abBflOee of adSustments pertaining to previous years. 

Theatate^s i^re of Income-tax and Estate Duty is placed at Rs 346 
croros as against Rs 300 crores in the current year Le,, Rs 46 croies 
more than in the Revised, due mainly to the inclusion of arrear payment 
lelatlng to the year 1968^69 under income tax. 

Tl)e Itevenue receipts (Rs. 3167 crores), net of the state's share, will 
thus be Rs. 202 crores more than in the revised (Rs. 2965 croies). 


The total disbursements met from Revenue next year are estimated 
at Rs. 3,152 crores as against R$. 2,976 crores this year, thus sshowing 
an increase of Rs. 176 crores. 

The Defence expenditure (net) met from Revenue would be Rs 1,018 
crores i.e., Rs. 39 crores more than this year. Of this. Rs 12 crores 
occurs under non-eflbctive charges (mainly pensions) due to increases in 
pensions. The rest is mainly due to increased expenditure on stores and 
pay and allowances. 

The civil expenditure next year shows an increase of Rs 137 crores - 
Rs. 68 crores in Plan expenditure and Rs 69 crores in non-Plan items, 
of which interest payments account for an increase of Rs 29 crores. 

Administrative Services and expenditure on collection of taxes and 
duties show increases of Rs 12 crores and Rs 5 crores respectively. 
The increase in Administrative Services is spread over a number of De¬ 
partments notably External Affairs and Police. 

Social and Developmental Services (Plan and non-Plan) show an 
increase of Rs 53 crores. The increase is spread over all the dovelop- 
inental heads— Scientific Departments (Rs 10 crores), Education (Rs 
10 crores)^ Agriculture (Rs 9 Crores), Industries (Rs 4 crores), Census 
(Rs 4 crores), Meidical and Public Health (Rs 4 crores). Social Welfare. 


(Rs 4 crores for a special programme of nutrition for children in tJie 
age group of 0 to 3 years), Labour and Employment (Rs 3 crores, of 
which Rs 2 crores is for government contribution to the new scheme 
of Family Pension-cum-life Assurance for industrial workers), and other 
Social and Devdopmental Organisations (Rs. 4 crores). 

Operational expenses of Tarapur and Rajasthan Atomic Power Sta¬ 
tions account for an increase of Rs. 7 crores compared to Revised. 

The provision for re-imbursement of consumer subsidy initially 
borne by Food Corporation in respect of indigenous and imported food- 
grains (Rs 25 crores) is less by Rs 7 crores as compared to the provision 
in the Revised Estimates (Rs, 32 crores). Provision for expenditure on 
displaced persons is also less by Rs 10 crores due partly to lesser write 
off of loans to displaced persons. 

Grants-in-aid to state and union territory governments sltow an 
increase of Rs 39 crores and Rs 3 crores respectively. 

The increase in graut$-in-aid to state governments is on account of 
assistance for state plans <Rs. 8 crores), central Plan and entrally 
sponsored Plan schemes (Rs 22 crores), and grants for non-Plan por- 
posos (Rs. 18 crores). 

Statutory Grants to state governments will be less by Rs 9 crores 
on the basis of the final recommendations of the Fifth Finance Commi¬ 
ssion. Provision for relief for natural calamities is also less. However 
provision of Rs 25 crores has been made for rural works in selecteti cliro- 
nically drought affected areas. 

CAPITAL BUDGET 

Capital Receipts 

Market loans to be raised next year are placed at Rs 455 crores. 
With repayments at Rs. 293 crores, net receipts would be R$ 162 crores 
as against Rs 141 crores during the current year. 

Net receipts from external assistance excluding PL 480 and other food 


ACCENT ON QUALITY 

Fabrication of Equipment for the process Industries—Fertilizer, Petroieum, Petro¬ 
chemical etc. — Calls for special and rigid inspection — We may say ruthleta intpeetion 
at all stages of manufacture, to ensure that equipment give.s satisfactory service under severe 
conditions of operations. 

We have the necessary equipment, the qualified staff and near fanaticiam when it 
comes to maintaining QUALITY 

With inspection by our own trained staff, the experts from our collaborators and— 
in addition—inspection by M/s. Lloyd’s Industrial Services, we can claim that our customers 
arc assured of QUALITY in our products which include light, medium and heavy Columns, 
Pressure Vessels, Heat Exchangers. Storage Vessels, Piping, Furnaces and any other 
fabricated equipment. 


SYMBOL OF GUARANTEED QUALITY. 


BHARAT HEAVY PLATES & VESSELS LTD. 

POST BOX NO. loe, 

VISAXHAPATNAM 
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ai^ ate placed at Rs 400 croies, /.r., at the same level as in the emrent 
year. PL 480 Aid (excluding portion adjusted as grams taken into acc¬ 
ount in the Revenue section but including PL 480 convertible cuirency 
citdit) are expected to amount to Rs 132 crores as against Rs. 206crores 
in 1969-70. In addition PL 480 and other food aid adjusted in Revenue 
section is Rs. 29 crorcs. 

Loan repayments by state and union territory^govemmonts are 
placed at Rs. 600 crorcs and by other panics Rs 225 croresh-totalling 
Rs. 825 crorcs. 

Credit lias been assumed for Rs. 140 crores from small savings as 
against Rs 125 crores in the current year. 

Under ‘Other receipts* a credit of Rs 15 crorcs has been assumed 
on account of Compensation Bonds in respect of nationalised Banks. 

Capital Disbunrasents 

Rs 524 crores have been provided for Civil Expenditure as against 
Rs. 486 crores in the Revised Estimates for 1969-70. 

Investments in government companies and corporations are less 
than the revised estimates by Rs 24 crorcs due mainly to lesser equity re- 
quiiemenis for Bokaro (Rs. 88 crores as against Rs 160 crores this year, 
Rs. 89 croies having been provided in loans section) and Food Cor¬ 
poration of India (Rs IS crores as against Rs 27 crores this year) offset 
by larger requirements spread over a number of undertakings notably 
Hindustan Copper Ltd., National Mineral Development Corporation, 
Indian Pctro-Cbemicals Corporation, Bharat Aluminium Co., Ltd., 
Air-India and others. 

Provision has also been made for Rs 40 crores for compensation 
payments in respect of nationalised banks. 

Multipurpose Projects show an increase of Rs 11 crorcs due mainly 
to accelerated programme of works on Farakka Barrage Project and 
outlay on central projects viz., Bliaira—Siul Hydro Electric Project, 
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Himachal Pradesh, Sala) Hydro Electric Project, Jammu 4 Kashmir 
and Loktak Hydro Electric Project, Manipur. 

Increase of Rs 34 crores in Public Works occurs under roads mainly 
National Highways and Border Roads and other works. 

State trading schemes in respect of foodgrains show a net esipeodi* 
tore of Rs S crores mainly on account of transactions relating to ship* 
ments of gift consignments. The trading schemes in respect 6f Fertil¬ 
izers envisage a gross expenditure of Rs 62 crores and sale proceeds of - 
Rs 73 crores thus leaving a net proht of Rs 11 crores. 

Railway Capital outlay and Defence Capital show an increase of Rs 
25 crores and Rs 8 crores respectively. 

The provision for loans to state governments next year is Rs 847 
crores as against Rs 1032 crores this year /.e., Rs. 185 crores less. This 
is mainly due to lesser provision for special assistance to states (Rs 175 
crorcs as against Rs 275 crores this year), loans for natural calamities 
(Rs. 35 crores as against Rs 1(X) crores this year). 

Provision for loans and advances to union territories with legislature 
is Rs 31 crores next year as against Rs. 26 crores this year. The pro¬ 
vision for loans to government companies and corporations is placed 
at Rs. 290 crores next year, an increase of Rs 71 crores over the revised. 
The increase is mainly due to provision for Bokaro Steel (Rs 89 crores) 
partly counter-balanced by absence of provision for Food Corporation 
(Rs. 25 crores) and lesser provision for other undertakings. 

l‘hc next Budget includes Rs 177 crores for loans to foreign Govern¬ 
ments, port trusts, Railway and P. & T. Funds, regimental loans and loans 
to other parties. The decrease of Rs 28 crores is mainly because of lesser 
provision for Railway and P. & T. funds (Rs 29 crores) and loans to 
Khadi and Village Industries Commission (Rs 14 crores as against Rs 
39 crores this year for rolling over loan dues) partly counterbalanced 
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HSSIEO 

Haryana State Small Induatries & Export Corporation Limitod 

1st Floor, PNB Building, Sector Tz-B, Chandigarh (India) 

(A State Government Undertaking) 

Cable; “EXPORTER”. Phones; 28614, 

28763. 

1. Has the distinction of introducing products of the Small Scale Industry in non-traditional markets like Eastern Europe, 
Middle and East Africa. lEis also entered successfully the sophisticated market of the U.S.A. Exports exclusively 
quality goods;— 

Leather Footwear and Leather Products, Bolts &, Nut!}, Machine Tools, Automobile components, Sanitary Fittings, 
Plastic & Rubber Goods, Bicycles and fiicyle Parts, Hospital & Surgical equipment. Hand tools and vices. Agricul¬ 
tural Implements, Electrical Appliances and numerous other Engineering items. 

II. Extends the facility of easy payment terms to the Small Scale industry against the execution of export orders. 

ni. Stocks and supplies to the small industry indigenous/imported, controlled and non-controlled raw materials, parti¬ 
cularly essential materials like steel sheets of all categories, pig iron, various types of chemicals and non-ferrous 
mcials, etc. 

IV. Assists the small industry in marketing their ivoducts. 

V. Offers the facility of importing goods against actual users licences by charging only nominal commission. 

VI. Now introducing a scheme for the supply of machinery on hire purchase basis against deferred payments to the small 
scale industrial units in the State thus affording the facility of acquiring machinery and making small payments ovea: 
several years by working and earning. 

Managing Director, 

Harynnn Stole Sm^ Indnstries 
& Export Corpomtion Limtted. 
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Thanks tn your savings with PNI... 

Crodit facilities are available for more and more people 


For 


their 

Kitchen 


equipment 


DOCTORS 

RETAILERS 

TRANSPORT 

OPERATORS 

M 

M 

For 

buying 

new 

scooters 
and taxis 


AND 

ENGINEERS 


For 

setting 

up 

new 

projects 


Even if you are not one of the above but 
have a financial problem, please contact us. 

We have over 600 branches all over the country 
to serve you. 


NIUU wniiui Mil 


SAVF MABF WITH DMR 


tn the service of the nethn since t9K 





















534 


EASTERN ECONOMrST 


Mar<Ai li I9t» 


CENTURY RATON 

India’s foremost Rayon yarn manufacturers, 

offer products of outstanding quality 
for the International Markets. 


* INDIISTBIU CHEHIM18: 


* Sulphuric Acid * Hydrochloric Acid * Liquid Chlorino.-: SodiiUB %ilgfaali 

H^TTKECORD: 

India’s finest and <M}Ual to the world’s best. 


iC-CDIMT FflintlCS; 

High Class Cotton/Rayen/Blended Fabrics. 

* Sarees and Dress Materials 

• Furnishing and Upholstery Materials * Household Linen and Towelling. 








SPK3AI; BUDOBT NUMBER 


incMM pnvfikm under legjAienta) loans (R» 7 crom) and for 
iomeutliHa'I^aftieSr 

OVERALL POSITION 

NM year*s budget^ at existing rates of taxation and after taking into 
aocotint the Revenue surplus of Rs 15 crores, shows an overall deficit 
of Rs. 350 crores. The overall deficit will be wduced to Rs 225 crores 
as a result of the taxation proposals. 

PLAN PROVISIONS 

The cental government's Budget for 1970-71 envisages Plan pro* 
gatnmes amounting to Rs 1411 crores in the ccntn! and centrally 
Sponsored sector, comprising Rs 1195 crores provided in the various 
Demands for Gants, Rs 202 crores to be met from the internal lesour- 
oes of the Railways, Posts and Telegraphs and other non-departmental 
undertakings in the Public Sector and another Rs 14 crores available to 
the Rtial Electrification Corporation out of PL 480 funds. The budget 
for 1970-71 also includes Plan provisions of Rs 7d crores for union 
territories and Rs 035 crores towards cental assistance for the state 
Plans. Thus, the total Plan provision in the Budget for 1970-71 amounts 
to Rs 2122 crores, which is Rs 21$ crores more tlun the corresponding 
provision of Rs 1904 crores in the current year’s Budget The com¬ 
parative figures for the two years are— 



Budget 

1969-70 

Budget 

1970-71 


(Rupees in crores) 

L CENTRAL SECTOR 

(a) Cental Plan— 

(/) Met from Cental Government’s Budget 

959 

1076 

(//) Interna) tesourecs of public sector Under- 

162 

202 

takings 

{Hi) Other sources . 

3 

14 

Total—< e) CsNrRAL Plan . 

1124 

1292 

{b) Centally Sponsored Plan. 

99 

119 

Total—I—Central Sector 

1223 

1411 



Budget 

Budget 


1969-70 

1970-71 

n— UNION TERRITORI^: 



(e) Unritories without Legislature (including 



NfiFA) .. .. .. 

32 

38 

{h) Territories with Legislature 

34 

38 

Totai^-U—Union Territories 

66 

76 

HI—STATES: 



(e) Cental assistance for State Plans 

615 

635 

Total—Plan Provisions. 

1904 

2122 

The Plan programme of Rs. 1411 crores for 1970-71 for the cental 
Sector provides for increased outlay under each developmental head, as 

follows 



PLAN OUTLAY 




Budget 

Budget 


1909-70 

1970-71 


(Rs. 

in crores) 

(/) Agriculture and allied Programmes 

86 

125 

{//) Irrigation and flood control 

2 

5 

{Hi) Power . 

48 

79 

(/V) Industry and Minerals . 

546 

548 

< v) Tansport and Communications 

371 

455 

{vi) Social Services 

155 

183 

{vii) Other programmes . 

15 

16 

Total . 

1223 

1411 

2. The details are contained in a separate volume entitled **Plan- 

Budget Link. 1970-71”. 




Northorn Railway Offers You 
Attractive Sites at Stations, Bridges and Level Crossings 
For Hoardings, Posters, Neonsigns and many other Media 
Including Time Table and on Passenger Tickets. 


Rich dividend 


From Your 

Advertising Can^udgn 
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dn crates of Rs) 


RJECEIPTS 

Accounts 

1961-62 

Accounts 

1962-63 

Accounts 

1963*64 

Accounts 

1964-65 

Acootttita 

1965-66 

Accounts 

1966-67 

Accounts 

1967*^ 

Accounts 

1966-^ 

Budget 

1969-70 

Revised 

1969-70 

ifiom 

REVENUE 











» 

A. Tax Revenue Net of 
states' sliare (Details in 
Appendix 1) 

875 *35 

1060-98 

1374-32 

1562-79 

1784-62 

1933-95 

1936 94 

2018 86 

2196*55 

2110-37 

2267-18 

B. Non-Tax Revenue 
(Details Appendix H) 

3J3-79 

399-41 

394 60 

538 -95 

559-78 

566*19 

648 62 

774-28 

799-74 

855 11 

899-75 

Total Revenue Receipts 

118914 

1460-39 

1868-92 

2101 -74 

2344-40 

2500-14 

2585-56 

2793-14 

2996-29 

2965^48 

3166*93 

Revenue Deficit 

*. 

• • 

.. .. 

• • 

.. 

•• 

•• 

• • 

.. 

10-94 

a ■ 

CAPITAL 












A. Public Debt 












1. Internal Debt 












(0 Market Loan 

Gross Borrowing 

202*55 

278-94 

367-10 

296-67 

278-58 

275 30 

350-48 

320-67 

500*00 

535-31 

455 00 

Repayments 

137.62 

182-30 

175-97 

189-04 

154-96 

182*79 

256-70 

241-54 

394*00 

394-00 

293-30 

Net 

64 93 

96-64 

19M3 

107-63 

123-62 

92*51 

93-78 

79-13 

106 00 

241-31 

161-70 

(JO Other Debt (Net) 

716 

11-26 

12-86 

4-61 

40-27 

351 -51 

*. 

-^6-63 

-4-77 

3-56 

14-77 

Total 

72 09 

107 90 

203 99 

112-24 

163-89 

444-02 

93 78 

72-50 

101-23 

144-87 

176-47 

2e External Debt 












(/) Non PL 480 Loans 












Gross Borrowing 

259-62 

259-83 

318 40 

399-35 

489-97 

514-26 

506-93 

410-55 

675 -00 

580 00 

600-00 

Repayments 

65 62 

46 30 

63-73 

84-52 

88 *08 

159-42 

187-78 

176-39 

207 -60 

179-54 

200-25 

Net 

194 00 

213 53 

254-67 

314-93 

401-89 

354-84 

31915 

234-16 

467-40 

400*46 

399-75 

(//) PX. 480 Debt 












Dollar Credit 

.. 

. • 

.. 



.. 

32 00 

71*88 

11500 

74*10 

84 00 

Rupee Loans 

54-71 

79-74 

66 17 

170-38 

80-00 

350-00 

250-00 

171-40 

60-00 

60-00 

35 00 

Total 

54-71 

79-74 

66-17 

170-38 

80-00 

350-00 

282 00 

243-28 

175-00 

134-10 

119 00 

Total 

278-71 

293-27 

320 84 

485-31 

481-89 

704-84 

610-15 

477*44 

642-40 

534-56 

518-75 

Be Unfunded Debt (Net) 











■ 

PL 480 Deposits 

54-13 

48-07 

87-38 

^-1 -57 

133 06 

—2*66 

93-56 

—70*50 

40-11 

71 -83 

, '13^27 

Small Savings 

87-53 

73 -91 

126-88 

127-48 

151-35 

118*36 

123-41 

113*71 

135-25 

125-25 

140*20 

Other Items 

40-13 

41-85 

81-46 

91 -54 

91 *78 

76 05 

135-07 

33*91 

22-88 

29*12 

65-20 

Total 

181-79 

163-83 

295-72 

217-45 

376-19 

191*75 

352-54 

77-12 

198'24 

226-20 

218-67 

C. Repayments of Loans 
and Advances 

200-83 

170-87 

214-38 

289-06 

373 -49 

418-55 

494*44 

742-00 

745-00 

880*00 

825 00 

D. Other Heads (Nel)v 

22 90 

164 01 

99-66 

153-73 

7*80 

69-36 

177-89 

213-04 

43 01 

189*80 

84-82 

Total--Capital 
Receipts 

726-32 

899 88 

1134 59 

1257*79 

1403*26 

1828*52 

1719*80 

188-248 

1729 88 

1973'5i 

1823*71 

Total Receipts 

1915 46 

2360-27 

3003-51 

3359*53 

3747*66 

4328 66 

4305*36 

4373-62 

4726*17 

4940-99 

4990><)4 

Overall Deficit 

114-51 

156-14 

166-86 

171*84 

172*76 

- 

295*29 

206-29 

262-38 

i53*68 

290*11 

350^^ 


*Exclu(les conversion of A//KscTreasurvBillsofRs.S0crorese8Cf)ial96i«(S2andl962««3.Ri.75eroiMinl9634Man4Il4;S0 crateseadtia 
65 and Rs. 50 crates each in 1964-e5. ]j>65-<>6 and 196647 and Re. 75 ctotes each id 1^48, lili<;N9 aad|t,E» . . 

' ' ' " ' , ' .... ^ 

tExcIttdes notioiial transfer of P.L. 4S0 loans to the Special Development Fund. , 
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rW£ TAMIL NADU 
HANOLOOM 
WEAVERS' 
CO-OPERATIVE 
SOCIETY LIMITED 

BALA5UHDARAM BUILDINGS, 
LGMORt, MADRAS'S 

Phone: 82121 82122 


S. K. SAMBAND'HAfl. B.A.. MJ>. 
President 


INDUSTRML FINANCE CORPORATION 
OF INDIA 

[Incoriionited imder the Industrial Finance Corporation Act^ 
1948 (XV of 1948)] 


FJBTABLtSHED IN 1948 


Head Office 


Branches : 


Burmah-Shell House 
(Annexe II) 

Connaught Circus, 

New Delhi-1, 

Bombay, Calcutta A Madras 

SOME FACTS AT A GLANCE 
(as on the 31st December, 1969) 


Paid-up Capital : 

Reserves : 

Assistance sanctioned : 
Assistance disbursed : 

Total assistance outstanding : 


Rs. 8.35 crorcs 
Rs, 10.94 crores 
Rs. 328.69 crores 
Rs. 291.65 crores 
Rs. 192.88 crores 


Number of Industrial Projects financed : 497 

Number of Industrial Cooperatives financed : 90 

Assistance extended to Industrial Cooperatives : 

Rs, 67.30 crores 

TYPES OF ASSISTANCE AVAILABLE 

IFC specialises in providing medium and long term credit 
to industrial concerns (public limited companies and re¬ 
gistered cooperative societies). 

Its activities include: 

^ Granting of loans or subscribing to debentures in 
rupee currency. 

* Guaranteeing deferred payments in respect of machinery 
imported from abroad or purchased in India. 

* Granting of loans in foreign currency. 

* Guaranteeing loans laised from foreign banks or 
financial institutions, in foreign currency. 

* Underwriting of equity, preference or debenture issues. 

* Subscribing to equity or preference capital. 

Public sector projects which are public limited com¬ 
panies could also be considered for assistance, provided they 
satisfy certain conditions. 

Detailed terms and conditions governing loans and other 
forms of assistance and other information about the opera¬ 
tions of the corporation can be had on request from its 
Head Office and Branch Offices. 


Ct). KHANNA 

General Manager. 


N.D. NANOIA 

Chairman. 
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DUmmmmU (IncroiMOfnipM) 
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DISBURSEMENTS 

Accounts 

Accounts 

196243 

Accounts 

1963-64 

Accounts 

1964-65 

Accounts 

1965-66 

Aoeovnts 

1966-67 

Accounts 

1967*68 

Accounts 

1968-69 

Budget 

19«»-70 

Revised 

1969*70 

Budget 

REVENUE 

I. Civil Expenditure 

A. Development expen¬ 
diture (Details in App- 
oix III). 

182 19 

216 26 

195-28 

220-76 

257-64 

300-47 

323-48 

343-41 

398*23 

398-46 

467*76 

D, Other Expenditure 
(Details in Appendix 
IV) 

397-58 

510 36 

551 91 

645-58 

680-75 

768-17 

821-89 

904-02 

979-74 

1006-58 

} 

1030*48 

2. Derenoc Expenditure 
(Net) 

289 54 

425-30 

704 15 

692 85 

762 18 

797-80 

862-21 

929-05 

985-78 

979-32 

1017-84 

3. Grants to State and 
Union Territory Govern¬ 
ments 

194 08 

195 03 

229-97 

268-68 

324 07 

405-89 

473 •» 

535-70 

596 18 

592-06 

(3(10 

Total Revenue 
Disbursements 

1064 79 

1346-95 

1681-31 

1827-87 

2024-64 

2272-33 

2481-28 

2712-18 

2959-93 

2976-42 

3152*18 

Revenue Surpi us 

124-85 

113 44 

187-61 

273-87 

319-76 

227-81 

104-28 

80-96 

36-36 

• • 

14*75 

CAPITAL 

L Developmental Ex¬ 
penditure (Details in 
Appendix VI) 

343 

495-11 

(13-60 

632-08 

579-02 

511-48 

465-34 

498-88 

673-85 

653*60 


2. Other Expendiiuret 

11 04 

—13-99 

23 01 

29-76 

—5-83 

322-07 

95-04 

-17511 

- 28 -49 

-.6-34 

—18-04 

3. Defence Expenoituro 

22-95 

48-61 

111-97 

112-95 

122-57 

110-79 

106-22 

104-14 

124-22 

125-42 

133-67 

4. Loans and Advances 

(0 States and Union 
territories 

443-47 

511-09 

583-60 

678-70 

828-92 

930 89 

891-94 

915*27 

793-74 

1057-97 

878*25 

ill) Other Parties 

144-74 

128-64 

156 88 

250*01 

371-10 

476-39 

471-83 

582*64 

456-60 

424*23 

467*19 

Total Capital Disbur¬ 
sements 

965 68 

1169-46 

1489-06 

1703-50 

1895-78 

2351-62 

2030-37 

1925-82 

2019-92 

2254-58 

2188*46 

Total Disbursements 

2029 97 

2516-41 

3170-37 

3531-37 

3920-42 

4623-95 

4511-65 

4638 00 

4979-85 

523M0 

5340-64 


Xettt S-iawM Bpealc 


Yeagp- 

lose 


OUR ADVANCES 

June 1969 

No. of A/cs. 

Amount 

Dec. 1969 

No. of A/cs. 

Amount 

To AGRICULTURE . 

36,273 

Rs. 9-04 croies 

56,498 

Rs. 12-55 croies 

To small SCALE INDUSTRIES 

6,019 

Rs. 10-97 01*0108 

7,391 

Rs. 13 -91 crores 

To TRANSPORT OPERATORS (Trucks, taxis and 
rickshav/s) 

1,201 

Rs. 2 *27 crores 

2,090 

Ks. 4*42croies 

To RETAIL TRADE 

22,822 

Rs. 6-11 croies 

26,160 

Rs. 7*15 crores 

ASSISTANCE TO STUDENTS 

549 

Rs. 26-49 lakhs 

954 

Rs. S3 *33 lakhs 


ADVANCE TO PRIORITY SECTORS—Viz : Agricultiue, Small Scale Industries, Transport and E3qK>rt as on 31-13-lM Rs. 37*30 

croies out of Rs 105 -IScroresor 35 *5% 

Bnocbcs as on 31-12*1969 : 355 
in 1968 we were the ONLY BANK in 66 places 
in 19^ we were the ONLY BANK in 121 places 

Every aum's bank for every banking need. 

BYMTDICJITB BJLKB: 

(WHOLLY OWNED GOVERNMENT OF INDIA UNDERTAKING) 

H.O. : MANIPAL CttsiodiOHt T, A. PAX; 

. -- - --- . . -- -- ---- 
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We invite you 

TO TRANSFER YOUR WORRIES TO US 

ECGC helps by 

^insuring your export risks, Commcrciai and Political; 

^assisting you in securing credit facilities by furnishing guarantees to banks for pre-shipment 
and post-shipment finance. 

*We shall be happy to help you to know more about your overseas buyer. 

Please Contact : 

THE EXPORT CREDIT & GUMUNTEE CORPN. LTD. 

(A Government of India Concern) 

Head Office : 4, Rampart Row, Bombay-1. 

Branches : 123, Mount Road, Madras-6. 

15, Chittaranjan Avenue, Calcutta-13. 

Saraswati Bhavan, E-Block, Connaught Place, New Delhi-L 


SELKHOZ - PRONEXPORT 

V/K ‘Selkhozpromexport’ 

—Renders Technical Assistance to State organisations and private firms in the 
construction of Elevators of various capacity. Mills and Granaries. 

Soviet-made Elevators and other complete installations for the Flour-making industry 
conform to the most varied operational demands, climatic conditions and to the Tempo 
and nature of procurement and deliveries of grain. 

Elevators and Mills have been set up or are now goingup with the technical astis- 
t,nr« of the V/K “Selkhozpromexport” in Iran, Iraq, Afghanistan Mongolia, Sudan and 
Ceylon. 

Soviet Elevator Equipment is distinguished by its high engineering and economic 
standards, is easy to operate and is reliable and hif^ly ejficient. 

Our Address V/K “SELKHOZPROMEXPOR,” 1811. Ouchinnikovskaya 
Naberezhnaya, Zh.324, Moscow, USSR. Tblbokaph ; Moscow, Setkhozpromexport. 

TamiONE 23B>16-92. 
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MALCO MEANS MORE ALUMINIUM 


The Madras Aluminium Co. Ltd. which operates an integrated Aluminium fdaht at Mettur 
Dam, South India, is at present marketing ingots, slabs, wire bars, alloys, billets and tro* 
perzi redraw rods. 

*'MALCO*\ which made a beginning in the export of Aluminium ingots, is now embarking 
on an ambitious programme of expanding its primary metal capacity. Output will even¬ 
tually be raised to 25,000 tonnes a year and facilities will be created to manufacture rolled 
products and extrusions. 



MALjCO 

THE MADRAS ALUMINIUM CO. LTD. 

Registered Office : Race Course, Coimbatore-18. 

Factory : Mettur Dam (Salem Dist.) 


INSIST 

* CH AI^INAR * 

ASBESTOS CEMENT SHEETS, PIPES ACCESSORIES RENOWNED FOR THEIR 
STRENGTH. DURABILITY AND ELEGANCE 

and also 

ASBESTOS CEMENT PRESSURE PIPES MANUFACTURED AS PER 
l.S. SPECIFICATION 1592 OF 1960. 

Manufacturers : 

HYDERABAD ASBESTOS CEMENT PRODUCTS LIMITED 

REGD. OFFICE; SANATNAGAR, HYDERABAD-18 (AP) 

Factories at 

SANATNAGAR. HYDERABAD (A.P.) & BALLABGARH (HARYANA) 

Suppliers to Union & Slate Governments under Rate Contract with the Director General of 

Supplies dtDisjrasals. 

Grams; ‘ASBESTOS’ Hyderabad, ‘ASBESTOS’ Ballabgarh 
Phone: 39541-8 Lines. 297 & 298. 
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The feUowing b the Statemeat by the Chairman, Shri GX.Mehta, circulated to the Shareholders with 
the Directors’ R^rt and Accounts for the year ended December 31, 1969 


TO THE MEMBERS 

1. 1 have pleasure in placing before you for your conside¬ 
ration the Fifteenth Annual Report of the Board of Directors 
of the Corporation for the year ended December 31, 1969. 

4 > 

2. In retrospect, the sixties, despite the political difficulties 
it has had to face, must be deemed for India an era of econo¬ 
mic progress and even liberation. If the impact of the econo¬ 
mic progress does not appear as exhilarating as it should have 
been, it is because of the leavening provided by the political 
difficulties. 

3. These political difficulties have been both internal 
and external. Internally, the country saw the death of 
two Prime Ministers in office within a period of two years. 
In more recent times, the split in the largest political party 
which at one time was coterminous with the national mov^ 
ment has worsened the parliamentary position of the ruling 
party, and accentuated to some extent the differences bet¬ 
ween the Centre and the States. 

4. Externally, India has had to face two aggressions. As 
a result, India finds its defence bill raised permanently, re¬ 
ducing to that extent resources available for development. 
This is a cost that has to be paid so long as India's neighbours 
remain unfriendly. 

5. The country has also had to face economic setbacks. 
The country was faced with persistent foreign exchange diffi¬ 
culties in the early-sixties, leading ultimately to a substantial 
devaluation of the rupee. There were two droughts which 
reduced agricultural output—in an economy which is sub- 
sistent only marginally in agriculture in the best of years—by 
almost 20 per cent. An industrial recession brought about 
by faulty planning and budgetary stringency also adversely 
influenc^ investment activity in the economy. 

6. Nevertheless, despite these difficulties, the economic 
progress made in the sixties is not inconsiderable. After 
much research, science at last has had an upper hand in 
agriculture. India has had by now three good harvests In a 
row. In industry, the country has built up a large base not 
only in simple consumer goods industries (cotton textiles, 
sugar) but also in basic industries (iron and steel, aluminium) 
and in machinery building and fabrication (machine tools, ce¬ 
ment and sugar plants and heavy engineering equipment). 
India is emerging as an exporter of manufactured goods. 
The physical and financial Infra-structure—road and rail 
transport, banking in its various aspects—has been esepanded, 


and, more mently, a structural change in banking, intended 
as a first step in taking banking services to a broader group 
of the population and productive enterprises, has been 
brought atout. 

7. The intangible progress made is even more remarkable 
than this tangible progress. In agriculture, seeds have been 
laid for progress so that agricultural output is likely to out¬ 
pace population growth over the coming years. In industry, 
significant progress has been made in building up design 
facilities, consultancy services and management training, and 
a broader base has been laid for further industrial develop¬ 
ment. Whether by chance or design, a well-knit industrial 
structure has been established so that for the given production 
facilities the average requirement of imports has steadily di¬ 
minished, and the balance of payments gap has been nanowed 
to some extent. In all these respects, India is more self-re¬ 
liant to-day than a decade ago. 

8. And yet it cannot be denied that the economy has 
shown signs of faltering during the last two or three years. 
While there was need for some pause after the difficulties in 
mid-sixties, we have tended to over-react to the difficulties. 
From an effort to stabilise the economy, we have slided into 
an economic condition which can only be described as stag¬ 
nation, In the context of our economic development this is 
not desirable either politically or economically. I had drawn 
attention to this situation in my statement last year, and 
suggested the need for increasing the level of over-all invest¬ 
ment and the lines in which it could be canalised. I do hope 
Government will recognise the need for such investment and 
take early steps to put the economy in a higher gear. 

m 

9. Worthwhile as this progress is, it is not something that, 
is adequate. We have hardly touched the fringe of our econo, 
mic problem so far and have to go a considerable way to 
meet even the minimum needs of the bulk of our population. 
Not only the scale of the effort required has to be much lar. 
ger; the quality of the endeavour has to be different. We 
cannot merely seek to duplicate our existing production 
pattern: as incomes and output grow, the kind of goods that 
will be required in the country will necessarily change. 

10. This is no less true of agriculture than of industry. 
To some extent, the problem of scale in agricultute is of a 
smallermagnitudethaninindustry.andtfae agricultural probi^ 
lem, though more urgent because it is more vitally associated, 
witih tbe minimum needs of the people, is easier of solution. 
.Solely in teims of quantities, the gap in agricultural produc* 
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tion between India and other countries (advanced as well as 
comparable) is not very large, as the following table shows; 

Population Production of all 
Cereals 

(1W7) (1967) 

Tbtal Per capita 
(mn. nos.) (mn. tonnes) grams/day 


IJ.S.A. 

199 

252.6 

3,478 

U.S.S.R. 

236 

141.3 

1,640 

France 

50 

31.8 

1,742 

Japan 

100 

21.0 

575 

China 

797 

184.3 

634 

India 

511 

96.0 

515 


Source: Production Yearbook 1968, Food and Agriculture 
Organizatiortf United Nations. 

11. In terms of cereal production per head, the highest 
availability is seven times that in India. This is a gap which 
can more easily be filled over a decade, particularly given the 
more recent advances in the use of modern techniques in 
agriculture. India is already using improved seeds over in¬ 
creasingly larger cultivated area. Moreover, the farmer is 
using more inputs—fertilisers, tractor-power—in cultivation; 
your Corporation has played a substantial part in the pro¬ 
duction of these inputs. 

17. Significantly, merely in quantity terms, 400 grams of 
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grains per head per day, equally dUhiibatitidi is 
providing the minimum iwurishniei^ i^uln^ Wd ' iMivt. 
however, here the probieB^ firstly, of asqwiiBfto the popnla* 
tioathemhtimum'levei r^indomWiteededtib hily this queittity 
of foodgrains. And se^diy, such a diet would be deficiem 
in proteins and is, tberefiMe. not balanced. 

11. Consequently, we have a proMem not only of sede 
but of quality. This is a matter teth of bahtnoe and of di* 
versity in diet. As incomes increase, the demand for higher 
quality foods like vegetables and fruits and foods in other 
forms whose nourishment value per acre of output is not 
large, increase. We are already witnessing a similar shift 
in demand within the foodgrains sector from lower quality 
foodgrains (pulses, bajra, maize) to higher quality foodgrains 
(rice, wheat). This trend is likely to be reinforced in future as 
per capita incomes increase, 

14. It is, however, the gap in industry which is much wider 
among several countries; 


Population Value Added in 
Manufacture 



(mn. nos.) 

Total Per capita 
Smn. $ 

U.S.A. (1966) 

197 

251,000 

1,274 

U.S.S.R. (1967) 

236 

128,800 

546 

U.K.(1963) 

54 

30,000 

556 

Federal Republic of Ger¬ 




many (1967) 

57 

47,300 

8V> 

Japan (1965) 

98 

26,500 

270 

India (1965) 

487 

383 

0.8 


Source: Statistical Yearbook 1968, United Nations. 

Again, purely in quantitative terms, the gap in industry 
is far wider as between India and other countries than in agri¬ 
culture. The task before India in filling this gap is much 
harder but no less imperative. 

15. The gap here is also both quantitative and qualitative 
— far more the latter than the former. The Table below 
gives production statistics for 1967 for selected commodities: 

Popu- Alu- . Coal Cement Artificial 

lation Steel minium fibres 



(mn. 

(mn. 

(000 

(mn. 

(mn. 

(mn. 


nos.) 

tonnes) 

tonnes) 

tonnes) 

tonnes) 

lbs.) 

U.S,A. 

199 

127 

3269 

530 

71 

3068 

U.S.S.R. 

236 

113 

1064 

456 

93 

678 

U.K. 

Federal 

55 

27 

43 

193 

20 

645 

Republic 

of 







Germany 

57 

41 

279 

124 

35 

700 

Japan 

100 

69 

421 

52 

47 

1576 

China 

797 

12 

100 

463 

12 

N.A. 

India 

511 

7 

96 

75 

12 

il3 


. Sources: 1. Statistical Abstract 1969, U.S.A. 

2. 1969 Canmtodity Yearbook, U.S.A. 

It is necessary that we &eek jto multiply maoyfe^ our pp* 
duction of basiegoods—such as iron and steel and alnminiliimr 
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This is the quantitative problem and although it is large and 
jietMfe sustained and concerted effort, is not insurmountable. 

16. It is* however, the filling of the qualitative gap-re¬ 
presented by the technology-based and science-based indust- 
ries—which constitutes the more onerous task. These in¬ 
dustries comprise petro-chemicals, electronics, optics, anti¬ 
biotics, computer technology—all activities which have a 
hi gh elonent of modern scientific and technological research. 
Even a country like the U.S.S.R., despite its progress in some 
fidds like space research, is far behind countries like Japan 
in many of these industries. 

17. As incomes rise, the demand for more sophisticated 
goods will rise; the present contentment with shoddy, low- 
quality and outdated goods is hardly going to last long. 
India has hardly touched the threshold of these ncw-gcncra- 
tion industries: while quantitatively behind in these fields, 
she is far more behind qualitatively. The only modern sphere 
in which we have made significant progress is nuclear re¬ 
search. To make similar progress in other fields, it will be 
necessary to devote to them the same degree of resources and 
human talent. 

18. In the next decade, therefore, the task before the 
country will be to seek to increase substantially the output 
of traditional industries (including among these now, iron 
and steel, aluminium, machine tools and so on), and to de- 

> vote an increasing proportion of resources—human and ma¬ 
terial— to the development of the newer, science-based in¬ 
dustries. The development of television :ndustry on a large- 
scale can give a large impetus to the electronics industry. 
If in the fifties and the sixties we have made considerable 
advance in what might be called pre-war industries, in the 
seventies, India will have to make an attempt to catch up on 
the industries developed In advanced countries during the 
post-war era. 

19. The implications of these developments for industrial 
management can hardly be less far-reaching. Obviously, 
many of these industries, even at a minimum scale, are much 
larger than the existing industries. Besides, being newer, 
the expertise needed to manage them is not of the same kind 
as by now we have mastered. 

20. We still have a belief in India that ownerehip gives 
with it not only ihc right to, but also the qualities of, manage¬ 
ment. Consequently, owners want to manage the industries 
they own but also feel that, like ownership, management can 
also be transferred through inheritance. These attitudes are 
changing, though only very gradually. It is becoming recog¬ 
nised that the better performance of foreign enterprises is 
due partly at any rate to the quality of their management. 
Recent chiuiges in legislation, like abolition of the managing 

agency system, should open the door to the required manage- 
mmit changes. The direction the industrial pattern will take 
in the seventies will hasten these dianges. 

21. What is equally important, our industry, copying or 
borrowing foreign technology, has not recognised adequate¬ 
ly the impwtance of research and development in fostering 
industrialisation. Almost all the progress made in recent 
timett in advanced countries— socialistic no less than others— 
has been the product of developments in the- laboratory. 


And yet there are few countries in the worid where better 
o^XMtunities for such work per unit of expaiditnre exist 
than in India. India has a vast reservoir of science graduates 
and technicians with the required minimum training; more¬ 
over, given the supply-demand situation, it is still a very in¬ 
expensive source of scientific knowledge and talent. It is 
essential that out indu.<>try recognises and makes use ci^ this 
opportunity to lay tiie seeds of further development, in the 
process also solving the intensely human problem of the 
educated unemployed in this country. 

22. These developments will require furlher growth and 
refinement of tertiary activities—transport and financial infra¬ 
structure. Increasingly as industry becomes broad-based 
and decentralised, the demand for road transport will rise 
faster than the over-all demand for transport. The number of 
vehicles required for such transport will be large and wc need 
to develop the automobile industry to cater to this demand. 

It is necessary that we begin to do the groundwork now for 
meeting this demand, 

23. As industry becomes larger and satisfies the less ur¬ 
gent needs of the people, its demand for financial services will 
become more diverse. Finance institutions, including banks, 
will need to meet the more sophisticated financial needs of 
industry. It will be necessary for companies to have close 
financial planning at the enterprise level. It will be neces* 
sary to develop merchant banking facilities to meet these 
needs. Your Corporation recognises the need for such 
approach in financing the more complex management-ori¬ 
ented industries. 

24. Your Corporation took last year various steps to 
make its services available more broadly and for the greater 
convenience of its clients. As a first measure in this direc¬ 
tion, the Corporation opened two offices outside Bombay, 
the first in Calculla in March and the second in Madras in 
September. These offices help to service existing clients in 
follow-up matters and constitute a preliminary contact point 
for new clients. Wc are hopeful that the expectations with 
which we have set up these offices would in course of time be 
fulfilled as they undertake diverse and important functions. 

25. Besides, the Corporation which has so far provided 
finance only to joint stock companies proposes to extend its 
operations by providing foreign exchange to proprietory and 
partnership concerns. This is an important and growing 
segment of our economy and it is appropriate that the 
Corporation seeks to meet its needs. This is a new 
field of activity for the Corporation, and wc expect 
that it will form an important clement in our total operations. 

26. The Corporation also recognises the need to introduce 
more sophisticated financial techniques in the management 
of enterprises—business, industrial and financial—in the 
country. The Corporation has sponsored the setting up of 
an institute of financial management in Tamil Nadu for the 
purpose; the Corporation proposes to provide substantial 
financial support for the institute. 

27. In its operations, the Corporation has always em¬ 
phasised professionalism in its staff. It has had the advan¬ 
tage of a devoted, diligent and conscientious staff in carrying 
on its operations* As a result of this emphasis on profession 
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nalism. the Corporation Itas built up significant professional 
experience On occasions; >hc Corporation has supplied 
the services of its staff members to local banking institutes 
and to development banks oijlside India. The Corporation 
relies on various courses offered by management institutes 
in the country to develop this professional character. The 
Corporation recognises the need to provide for staffing re¬ 
quirements to meet its future needs and follows a policy of 
selective recruitment to meet these needs 

28. Net sanctions during 1969 amounted to Rs. 30.02 
crores. Of these, an amount of Rs. 23.24 crores wa.s in res¬ 
pect of 61 specific projects. The total cost of these projects, 
when completed, is estimated at Rs. 181.30 crores (includ¬ 
ing Rs. 45.08 crores for working capital requirements). 
This cost is proposed to be met by Rs. 36.08 crores share 
capital (Rs. 26.00 crores ordinary and Rs. 10.08 crores pre¬ 
ference); Rs. 86.58 crores long-iemi loans and debentures, 
Rs. 2.72 crores deferred payments and Rs. 55.92 crores bank 
borrowings, unsecured deposits and cash accruals. The 
total turnover of these projects in a year of normal production 
is estimated to amount to Rs. 138.23 crores. 

29. During the year under review, the Corporation aug¬ 
mented its rupee resources by an issue of debentures of Rs. 
5 crores; the debenture' issue was over subscribed. 1 would 
like to thank all those institutions and individuals who 
helped us to make the issue a success. This was our second 
debenture issue on the capital market. It underlines our 
efforts to raise additional funds through the csipital market 
mechanism. I would like to strc.ss again that the recognition 
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of Corporation's securities as trustee investments uncier the 
Indian Trusts Act, 1882, will considerably help us in nusins 
resources from the market and thus, in widening and de¬ 
veloping the Indian capital market. ^ ^ 

30. I am glad to inform you that we received the ^Rrst 
sterling loan from "the British Government amounting to 
£ 1 million (Rs. 180 lacs) during 1969 through the Govern¬ 
ment of India; the Industrial Development BankoflntUa 
provided the Corporation equivalent rupee funds of Rs. 180 
lacs to make the loan operative. Negotiations for a second 
loan from the IT.K. of £ 1 million are under way. Similarly, 
the Loan Agreement for the eighth line of credit of DM S 
million (Rs. 102 lacs) from Kreditanstalt fur Wiederaufbau 
(KfW) was signed during the year. Another line of credit 
of DM 5 million (Rs. 102 lacs) has recently been sanctioned 
by the KfW. the negotiations for which are in progress. 
We arc also approaching the International Bank for 
Reconstruction and Development for a further line of credit 
during the current year. 1 would like to thank the I. B.R.D., 
the KfW and the Government of the U.K. for the continued 
confidence they have shown in our Corporation. 

31. Income from interest, dividends, underwriting com¬ 
mission and other sources amounted to Rs 898.03 lacs in 
1969 (Rs 840.60 lacs in 1968). Intere.st paid on loans and 
other expenses during the year amounted to Rs 603.71 lacs 
(Rs 567.98 lacs in 1968). Profits before tax amounted 
to Rs 294.32 lacs (Rs 272.62 lacs in 1968). Out of this, 
provision for taxation has been made at Rs 13'*.93 lacs (Rs 
128.9’ lacs in 1968). Of the balance of Rs 160.39 lacs (Rs 
143.69 lacs in 1968) carried to the appropriation account, 
Rs 30 lacs (Rs 25 lacs in 1968) has been transferred to Gene¬ 
ral Reserve. Rs 25 lacs to Reserve Against Doubtful Debts 
(Rs 20 lacs in 1968) and Rs 44 lacs (Rs 36 lacs in 1968) has 
been taken to Special Reserve; in addition, the whole of the 
capital gain of Rs 20.09 lacs (Rs 5.51 lacs in 1968) after 
taxation has also been transferred to Capital Reserve Not 
Available for Dividend. The Directors arc glad to recom¬ 
mend a dividend of 9 per cent. 

32. The Economic Development Institute (an affiliate 
of the World Bank) sent one trainee—Mr. Iradj Azarm from 
Tran—in 1969 for practical training with the Corporation for 
a period of two weeks. Besides, we had with us, for various 
periods, Mr. William Cooke and Mr. Agyekum Kwatiah, both 
from Ghana. Dr. P. Wignaraja from the U.N., Mr. H.A.L. 
Kumarasiri from Ceylon and Mr. D.P. Dhungyal from 
Nepal as trainees. The Corporation also extended training' 
facilities to officials from different finance institutions and 
other organisations in the country to study its procedures and 
methods of work. Under our own training programme, we 
have invited this year officers from the Korea Development 
Finance Corporation of South Korea and the Bank Pem- 
bangunam Indonesia of Indonesia for training with os. Die 
Corporation lent the services of one of its officers, Shri M.C. 
Shetty, to the Asian Development Bank, Manila, the Philip¬ 
pines. 

33. Finally, 1 would like to mention that this Cotpora- 
tion has continued to receive from its staff devoted so'vice; 
I jvoutd like to take this opportunity to express my sincere 
thanks to them. 

Sombay, February 12, 19'W). 
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Economic Survey:1969-70 


The survev of our economy for 1969-70 pre¬ 
pared by^he Ministry of Finance and presented 
to Parliament on February 24, indicates that a 
significant increase in both supply and demand 
is expected in 1970-71. Because of the recent 
upward pressure on prices, the increase in sup¬ 
ply next year might not match the increase in 
denumd wiUtout the aid of conscious policy 
measures such as increased imports and res¬ 
traint in demand through fiscal and monetary 
polldes, Excerpts from the survey follow : 

The Economic Sur\'cy for 1968-69 expressed 
the hope that with the problems of food, in¬ 
flation and external viability being overcome, 
it should be possible for the economy to turn to 
the task: of long-term growth in 1969-70, There 
is every likelihood of the target of an overall 
growth rate of 5 to 5^ per cent per annum being 
achieved in 1969-70. the first year of the fourth 
Plan. Total foodgrains production which had 
declined from 95 I million tonnes in 1967-68 
to 94 0 million tonnes in 1968-69 should in¬ 
crease considerably in the current year. The 
output of commercial crops such as raw cotton 
and oil seeds, while still inadequate in relation 
to total needs, has registered a significant re¬ 
covery from the low level of the previous year. 
The recovery in the output of jute has been sub¬ 
stantial; and in sugar. 19^-70 should mark a 
further increase over the high level already rea¬ 
ched in 1968-69. Industrial production which 
had increased by 6 -4 per cent in 1968 is expec¬ 
ted to register a further increase of 7 5 per 
cent in 1969. 


Increase in Outlay 

The combined budgets of the centre and the 
states for 1969-70 had envisaged an increase 
in developmental outlay of the order of 10 per 
cent. This outlay was contingent on additional 
resource mobilisation both at the centre and 
in the states. Substantial measures of addi¬ 
tional taxation were incorporated i n the central 
buc^ presented last year; and in (he course 
of the year the resources available to the state 
governments were augmented not only by some 
measures of taxation introduced by them but 
also by larger transfers from the centre and sub¬ 
stantially larger borrowing from the market. 
The ratio of total tax revenues to national in¬ 
come which had declined during the years of 
the drought (from 14 2 per cent in 1965-66 to 
12-4 per cent in 1567-68) recovered to 12 -8 
per cent in 1968-69 and should reach approxi¬ 
mately 13 per cent in 1969-70. It is not possible 
at ^is stage to indicate with any degree of pre¬ 
cision the actual step-up in developmental out¬ 
lays during the current year. But there is no 
doubt that develonmental activities m the pub¬ 
lic sector have been accelerated. Private invest¬ 
ment activity in agriculture, small industry, and 
construction has been buoyant; and while 
there is so far no clear indication of an increase 
in private investment expenditure in ort^ised 
in&stry, there lias been a distinct revival of 
interest in new investment activity in this sec¬ 
tor. 

The average level of prices during the 12 
months encM December 1969 was higher by 
2T per cent as compared to 1968. There 
was an unusual increase in prices between Jan- 
uaiy and July 1969. followed by a decline 
from August to mid-November. More recently 
there has been renewed upward pressure and 
the monthly average of wholesale juices during 
January 1970 was 6*8 per cent higher than a 
year ago« Witih the good crop conditions du¬ 
ring tfe cunent year, it should be possible to 
mamtain the climate of relative price stability 


which has now prevailed over the past two years. 
But it would require continued emphasis on 
supporting higher developmental outlays with 
the mobilisation of genuine resources, vigilance 
in regard to bank cr^it and selective but timely 
increase in imports to supplement domestic 
availabilities. 

The year 1968-69 had witnessed dramatic 
improvement in India's external account. Im¬ 
ports had declined in that year by 7 - 3 per cent 
and exports had increased by 13 * 5 per cent with 
the result that the trade dehett was reduced 
from Rs 809 crores to Rs 502 crores.* Total 
foreign exchange reserves increased by Rs 38 I 
cTOrcs in 1968-69, after a net repayment of 
Rs 58-5 crores to the International Monetary 
Fund. During the current year, the trade gap 
is likely to be narrowed further and foreign 
exchanj^ reserves should register once again 
an increase of the order of Rs 50 to 75 crores, 
after providing for a net repayment of Rs 125 -2 
crores to t)\e International Monetary Fund and 
without taking into account the accretion 
of Rs 94 -5 crores by way of Special Drawing 
Rights. However, the improvement in the 
trade account during the current year is (he 
result of a further decline in imports rather than 
of any significant increase in exports. With 
the recovery in industrial production, the de¬ 
mand for the import of raw materials and 
components is bound to grow as is evidenced 
by tile large increase in import licences issued 
for this purpose in the current year. In regard 
to machinery imports also despite impressive 
gains in import replacement, there is bound to 

♦These figures differ from the balance of pay¬ 
ments data given under Balance of Payments 
and Foreign Aid. 


be an upward trend a$ investment activity acce¬ 
lerates beyond the initial stage of project pre¬ 
paration, land acquisition and constmetion of 
factory building which require little imports os 
compared to plant and machinery. Continued 
dynamism in exports is thus necessary to match 
increases in imports, quite apart from the need 
to meet growing debt repayments and progress 
towards self-reliance. 

While the overall economic situation In 1969- 
70 lias thus been satisfactory, ilie developments 
during the year have, however, empnasiz^ 
the need for ftjrihcr remedial action on a num¬ 
ber of fronts. It is clear, for example, that the 
spread of new technology which is well advan¬ 
ced in tlic case of wheat and promising in the 
case of rice, cannot be sustained unless greater 
attention is paid to coarse grains, pulses and 
commercial crops in general and to dry farming 
areas in particular. This requires co-ordina¬ 
ted action regarding research, land consoli¬ 
dation, land reforms as well as the spread of 
ancillary activities and credit and marketing 
facilities. The effort to spread the benefits of 
better agricultural techniques is thus necessary 
not only for avoiding social tensions and en¬ 
suring social justice but also for sustained 
increases in production. 

The cxiicriencc of the past two or three years 
also suggests that as the Indian economy ope¬ 
rates on a very narrow margin worrisome 
shortages develop with only a marginal shortfall 
in supplies or a marginal increase in demand. 
We have already noted that the behaviour of 
the prices of agricultural raw materials and of 
some foodgrains, such as pulses, underlines 
the need for spwific action for increasing pro¬ 
ductivity and yields of these vital cTOps if the 
overall stability in prices made possible by high¬ 
er yields jicr acre for major cereals, such as 
wheat and rice, is not to be jeopardised. Si¬ 
milarly, despite the diversification of the indus¬ 
trial structure and the background of excess 
capacity in a large number of industries for the 
past few years, the need for expanding industrial 
capacity selectively to keep ahead of demands 


Table I 

SELECTED ECONOMIC INDICATORS 


1965-66 1966-67 1967-68 1968-69 1969-70 

(Percentage change over previous year) 


1 


3 

4 

5 

6 

1 . National iiKome at constant prices 

.™5*6 

-fO-9 

+ 8‘9 

+ 1 -8* 


2. Agricultural production .. 

-^-17 1 

04 

+ 22 3 

—1*4 


.3. Foodgrains production 

- 19 4 

+ 3-1 

+28 0 

-1 1 


4. Industrial production 

+ 5-1 

+0-3 

+0 5 

+ 6-3 

+ 7'5** 

5. Electricity generated 

-bio 3 

+ 9-7 

+ 12-6 

+ 141 

+ 12‘9^* 

6 . Wholesale prices. 

+ 7-6 

+ 13-9 

+11 ‘6 

- -M 

+2-6tt 

7. Money supply . 

+ 10-7 

+ 83 

+9 1 

+ 81 

+ 11 •2**^ 

8 . Imports . 

-|-4'4 

6 3 

-3 -4 

-7 3 

-191tt 

9. Exports . 

—1 3 

^8-9 

+3 6 

+ 13-5 

+ l-5tt 

10. Freight carried by Railways 

+97 

-0 3 

+ 1‘9 

+ 5‘3 

-f 6'l^* 


♦Quick estimate. 
tEstimated 

♦♦April-Seplember, 1969 compared to April-Septembcr, 1968. 
ttApril-Deoember, 1969 compared to April-December, 1968, 
♦♦♦December 26» 1969 compared to December 27,1968. 
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which will And must inevitably grow cannot be 
overlooked. 

It is also clear tltat a go^ deal of the capa¬ 
city that exists in the country remains unutili¬ 
zed for reasom other than a lack of demand 
such as labour troubles* lack of proper main¬ 
tenance or the absence of^null but crucial 
technical improvements or balancing invest¬ 
ment. Attention to these problems becomes 
more uigent as demand revives if tlte need for 
creating additional capacity de novo is to he 
minimised. 

Shortages have already begun to appear in 
basic materials such as steel* staple fibre and 
aluminium. Similar shortages in regard to 
consumer goods industries can be avoided 
only by timely action to increase capacity in 
the near future* In some commodities* such as 
tcrtilizers, the surpluses that have temporarily 
emerged arc, in fact* an index of the need for 
greater promotional activity. The improve¬ 
ment and expansion of capacity for fertilizer 
production in ilic country remain, therefore, 
matters of the highest priority. Recent trends 
in exports have also once again empliasised the 
need for continued effort for achieving a steady 
growth in export earniitgs. The improvement 
in foreign exchange reserves while welcome, has 
yet to reach proportions which can ensure a 
reasonable degree of comfort against inevitable 
fluctuations in our balance of payments. In 
the fiscal sphere what has been achieved over 
the past year or two still falls short of the po¬ 
sition that was already reached some years 
back. Recent events have also highlighted the 
need for a credit policy which is promotional 
in its accent without ccasing to be vigilant about 
speculative pressures or unrewarding uses. In 
short, our experience over the past year or two 
shows that while the prospects for continued 
economic growth are good* the opportunities 
available cannot be fully seized without conti¬ 
nued vigorous efforts in a number of directions 
including export promotion, mobilisation of 
resources* a healthy climate for investment 
and for improvement of productivity and the 
involvement of larger and larger sections of 
the people in the process of development. 

Agricultural Production 

Agricultural production in 1968-69 did not 
maintain the tempo of growth registered in 

1967- 68 on account of unfavourable weather 
coiid ill oils in many parts of tlic country. Food- 
graias production which had increased by 28 -2 
per cent to 95 1 million tonnes in 1967-68 was 
slightly lower at 94 0 million tonnes in 1968-69. 
And commercial crops with the exception of 
sugarcane, were affcclccl even more. The out¬ 
put of cotton was slightly lower and the fall 
in the output of oilseeds was about 13 per cent 
The jute crop was particularly poor. Alto- 
getlicr, the index of agricultural production 
for 1968-69 stood at 158 -7 as compared to 161 
for 1967-68. 

The decline in foodgrains production in 

1968- 69 was due to a fall in the production of 
coarse grains and pulses. Production of both 
rice and wlieal was higher than in the previous 
year. Production of rice rose between the two 
years by over 2 million tonnes to 39 8 million 
tonnes and surpassed the earlier high level of 
39*3 million tonnes in 1964-65. Production 
of wheat also increased by over 2 million tonnes 
and maintained the upward trend noticed since 
1966-67, The year 1968-69 marked a decisive 
confirmation of the revolution in wheat culti¬ 
vation as wheat output rose, despite not too 
favourable weather conditions, to 18 7 million 
tonnes, from the annual average of 11 million 
tonnes for the five years previous to 1965-66. 
On the other hand, the output of coarse cereals 
declined by 3 6 million tonnes, the prin¬ 
cipal sufferers being barley, baira and mai?c. 
Similarly, the output of pulses also was lower 
by a little less than two million tonnes, entirely 
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because of an eciuivalent ffecline in the output 
of gram. The output of limm tn 1968-69, 4 3 
million tonnes* was about the same as the out¬ 
put in the drought year of 1965-66. 

The situation in respect of commercial crops 
is similar to that of millets and pulses. 
The output of jute was particularly low. The 
output of oils^s also fell sharply* by 1 '4 
million tonnes, principally because of a short¬ 
fall in the production of groundnuts. The 
output of tobacco was lower than in 1967-68. 
Cotton production was marginaliy lower. 
Sugarcane was the only important exception, 
its output having gone up by over 2 million 
tonnes to the high levels of 1964-65 and 1965-66 
Tile output of tea was higher by about 5 per 
cent. 


Industrial Performance 

Industrial production which had begun to 
recover in 1968 from tlic recession experienced 
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in 1966 aM 1967 continued its upward proftess 
in 1969. Production which had been stagnant 
in 1966 and 1967 rose by 6 *4 per cent in 1966. 
Data available up to September 1969 indicate a 
rate of growth of 7-3 om the.cdinr 

parable period in 1968. On tldsbaiiiis tpc^^iprow- 
th of industrial product on during the ym as a 
whole would be substantially higher than in 
1968. 

The recession in industi^^ had been initiated 
by the serious drop in agricultural production 
in the two drought years. The result had b^n 
a sizable decline in activity in industries u^ich 
vrere based on agricultural raw materials and 
which were oriented towards the agricultural 
consumer. The difficulties regarding resour¬ 
ce mobilisation in such a context and the need 
to maintain price stability in the face of dimi¬ 
nishing supplies had necessitated restraint on 
the public investment programmes with conse¬ 
quent curtailment of demand for electric trans¬ 
mission and generation equipment, non-electri- 


Table II 

PRODUCTION OF FOODGRAINS 


(Million tonnes) 



1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1 

2 

3 

4 

5 


Cereals 

76-9 

62-2 

65-9 

83 0 

83-6 

of which : 

Rice 

39-3 

30-7 

30-4 

37-6 

39-8 

Wheal 

12'3 

10-4 

11 -4 

16-^ 

18-7 

Coarse grains 

25 4 

21-2 

24 1 

28-8 

25-2 

Pulses 

12-4 

9 8 

8 3 

12 1 

10 4 

of which : 

Gram 

5-8 

4-2. 

3 6 

6 0 

4-3 

Total Foodgrains 

89 4 

72 0 

74-2 

95 1 

94 0 


Note:—Figures are subject to rounding errors. 


Table 111 

PRODUCTION OF COMMERCIAI. CROPS* 


1 

Unit 

2 

1965-66 

3 

1966-67 

4 

1967-78 

5 

1968-69 

6 

1969-70** 

7 

Oilseeds 

Mn. tonnes 

8 2 

8 4 

10 4 

9 0 

10 0 

of which : 







Groundnuts .. 

Do. 

4-2 

4-4 

5-7 

4-5 

5 0 

Rapeseed and Mustard 

Do. 

1-3 

1-2 

1-6 

1-6 

16 

Jute and mesta 

Mn. bales 

5-8 

6'6 

7-6 

4 0 

7 0 

Cotton (lint) 

Do. 

4-8 

5 0 

5-5 

5-3 

5-8 

Tea 

Mn. kgs. 

366 

376 

385 

402 

395 

Coffee 

*000 tonnes 

63-9 

78-3 

57 0 

73 0 

69 0 

Sugarcane (in term,s of gur) Mn. tonnes 

121 

9 5 

9 8 

12 0 

. 12*5 

Tobacco 

'000 tonnes 

298 

353 

369 

347 

364 


--—ml 

♦Relates to crop years. 

**Trade Estimates. 
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oal mMdiiiMry and ito like* The geanal dec- 
line in tlw vnliune of africultural and non* 
acrtcdti^ tnIBc led to a reduction in the 
railway iovesttn^t prognunme and affected 
activity in transport-oriented industries. 

The situadon has farther improvkl for many 
more industries In 1969 and in a ftw expansion 
of output is not possible because of capacity 
constraints. Many consumer goods indus¬ 
tries have^xecorded further improvement. In¬ 
dustries producing sugar, radios, electric lamps, 
motor tycles tuid scooters are continuing to 
increase their output. Output in the cotton 
textile industry, however, was marginally 
lower. Intermediate industries like iron and 
steel, non-ferrous metals, cement anddiemicals 
are ^so producing more. The production of 
iute mamtfactures declined sharply till Sep¬ 
tember 1969 due to a strike. It has however 
shown some recovery towards the end of 1969. 
The transport industries have made further 
gains, except those manufacturing railway 
equipment. 

Industrial Investment 

Them is a significant improvement in the 
investment climate. Production has increased 
substantially and in a few cases further expan¬ 
sion is limited by capacity constraints. The 
future prospect also seems to be good with ri¬ 
sing agricultural incomes, increased government 
activity and growing industrial export demand. 
The reports of corporate performance are uni¬ 
formly encouraging and the stock markets 
show a strong tendency towards buoyancy 
The few issues that have appeared in the market 
have been generously over-subscribed. Under 
such circumstances it would have ^n normal 
to expect a large number of new issues and a 
great deal of preparation to enter the capital 
market in the near future. However, figures 
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of consents for capital issues and capital raised 
during the current year do not indicate a signi¬ 
ficant increase in investment expenditure over 
last year, when the outlook was not so good. 

It is possible to explain the situation in two 
ways. Firstly, the effect of the shock to entre¬ 
preneurial confidence given by the recession is 
not yet completely erased. Entrepreneurs 
would like to wait and see dearer signs of de¬ 
mand rather than bo wholly guided, as they 
were earlier, by the targets laid down in the 
Plan, The number of applications for indus- 
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trial licences during 1969 is very mu(^ larg^ 
than the number for 1968: the number of letters 
of intent mven in 1969 is double the Humber 
in 1968. Such information as is available on 
investment intentions also indicates a revival 
of investment interest. Therefore investment 
can be expected to follow soon. The present 
delay perhaps represents an extended lag bet¬ 
ween suitable investment conditions and in¬ 
vestment decisions. 

The second possible explanation is tlic difil- 
cuity in making the necessary arrangements for 


Table IV 

CONSENTS FOR THE ISSUE OF CAPITAL GRANTED BY CONTROLLER OF CAPITAL 
ISSUES, AND CAPITAL RAISED 

(Rs crores) 


A. Consents 
All Companies 

1. (i) Govt. companies 
(ii) Non Govt, companies 


1966 


486 0 

196-2 
298 >8 


2.(0 Bonus 146-2 

(Ji) Others (including initial, further, debenture 
and loans) .339 -8 


B. Capital raised 
Total 

of which : 


Private sector* 


308 2 


78-6 


1967 

233-7 

2-4 

231-3 

48-5 

185-2 

284-1 


86-3 


1968 

135 2 

5-8 

129-4 

31-4 

103-8 

299-9 


1969 

143 5 

12 0 
131-5 

4M 

102-4 

N.A. 
.Ian.-June 
I968*T9^ 
95 -4 39 -5 22 3 


♦Comprises equity, preference and debenture capital. 
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foreign exchange finance isHlie absence of ade¬ 
quate project assistance. In the present ctr^ 
cumsiances oven a modest investment propo¬ 
sition requiring capital goods imports of Rs 5 
to 10 crores necessitates aimns^ents widi a 
group of foreign creditors thus entailing consi¬ 
derable time and delay in putting together the 
total package of foreign exchange require¬ 
ments. 

The budget for 1969-70 was framed against" 
the background of a tnarked improvement in 
the price situation and a noticeable recovery 
in agricultural and industrial production. The 
budget of the central government, therefore, 
contained, a number of measures aimed at ste¬ 
pping up the level of investment in the economy 
in order to resume the threads of economic 
growth. Government also look some more 
measures to simplify and rationalise the tax 
structure, check tax avoidance and evasion and 
make the lax structure growth-oriented. 

Total developmental and non-devciopmental 
expenditures of tlie central and .state govern¬ 
ments were estimated at Rs 7540 crores for 
1969-70 and represented an increase of 8*6 
per cent over the revised estimate of Rs 6944 
crores for 1968-69, Developmental expendi¬ 
ture, budgeted at Rs 4336 crores for 1969-70, 
indicated an increase of 9.9 per cent over the 
preceding year’s level and non-developmental 
cxnonditurc, estimated at Rs 3204 crores for 
1969-70, was 6 -9 per .cent higher as compared 
with the revised estimates for 1968-69. 


Table V 


FJCRENDITURE OF CENl’RAL AND STATE 
GOVERNMENTS AND UNION TERRITO¬ 
RIES 

Percentage increase in 

1967-68 

1968-69 

1969-70 

over 

(RE) 

(BE) 

1966-67 

over 

over 


1967-68 

1968-69 



(RE) 

1 2 

3 

4 


I. Total expenditure 

81 

7-7 

8*6 

Developmental.. 

76 

7-3 

9*9 

Non-developmental 

10-5* 

8-2 

6-9 

11. Current revenues 

7*5 

7*8 

8*4 

Tax revenues 

5 9 

7*1 

7-8 

Non-tax revenues 

12-8 

9-9 

10*1 


♦After ignoring accounting transactions. 

Increases in outlays on defence, interest char¬ 
ges, and police accounted for about three-four¬ 
ths of total increase in the level of non-develop- 
mental expenditure. The provision for food 
subsidy as also for famine relief provided in 
the central and state budgets for 1969-70 was, 
on the other hand, smaller than the provisions 
contained in the 1968-69 budget. The central 
budget for 1969-70 provided Rs 20 crores on 
account of food subsidy as against the revised 
estimate of Rs 26 crores for 1968-69 and the 
actual food subsidy of Rs 95 crores in 1967-68. 
Similarly, the provision made for famine relief 
in the state budgets for 1969-70 amounted to 
Rs 58 crores as against the revised estimate 
of Rs 86 crores for 1968-69. 

Tax Effort During 1969-70 

The total tax revenues of the central and 
state governments are estimated to rise from 
Rs 3,701 crores in 1968-^ to Rs 3,990 croie.s 
in 1969-70. The proportion of tax revenues to 


national income which had dedined fkom 14 -2 
per cent in 1965-66 to 124 per cent tn 1967-66 
IS likely to have risen to 12 *8 per cent in 1968-69. 
This proportion is expected to rise to about 13 
per cent in 1969-70 as the total tax revenues of 
the central and state governments budgeted 
for 1969-70 reiMesent an increase of about 6 
per cent over the revised tigure for 1968-69. 

Centre-States Fhuuidai Relations 

Tite total deficit financing by the central and 
state governments including Reserve Batik's 
transactions in long-dated securities had agm- 
gated Rs 224 crores in 1967-68 and Rs 269 
crores in 1968-69. For 1969-70 the budgeted 
deftcil was Rs 254 crores at the centre and 
Rs 266 crores in the case of the states. The 
actual delicit financing by the central and state 
governments taken together, however, is likely 
to be substantially smaller, having regard for 
the recent trends in receipts and expenditures 
as well as for the fact that in view of the pro¬ 
ximity at that time to the award of the fifth 
Finance Commission some of the state govern¬ 
ments might Imvc tried to over-state their ex¬ 
penditures and/or under-state receipts. The 
fact, however, remains that the financial posi¬ 
tion of some of the states has continued to exer¬ 
cise concern and during the current year also 
there has been persistent recourse to unautho¬ 
rised overdrafts with the Reserve Bank. The 
central government had. therefore, to sanction 
.special assistance of Rs 102 crores in order to 
enable three slates to clear their overdrafts 
with the Reserve Bank. 

In the context of centre-states financial rela¬ 
tions the announcement of the fifth Finance 
.Commission award was a major event in the 
current year. The recommendations of the 
Finance Commission, accepted by the central 
government, involve a total transfer of Rs 
4266 crores over the five-year period. Of this 
Rs 3628 crores would be by way of a share in 
central taxes, including Rs 81 crores on acc¬ 
ount of a grant in lieu of the tax on railway 
passenger fares, and Rs 638 crores of grants- 
in-aid. On latest indications, the total trans¬ 
fer of resources to the state governments would 
be somewhat higher than the figure estimated 
by the Finance Commission. 

Borrowing Programme 

The financial gap in the resources of the cen¬ 
tral and state governments was estimated at 
Rs 2266 nrorcs for 1969-70 of which Rs 714 
crores were to be met by external assistance 
(net), and the rest from domestic capital receipts 
including deficit financing. Receipts from 
external assistance are now expected to be smal¬ 
ler than what was visualised at the lime of the 
budget. On the other hand small savings arc 
expected to do better, as in the first seven mon¬ 
ths of the current year their level is higher by 
Rs 9. crores than in the corresponding period 
last vear. The borrowing programmes of the 
central and state governments and of the state 
government enterprises have been a marked 
success, partly due to relativ'ely larger support 
from the nationalised banks. The central go¬ 
vernment floated two loans, 5J per cent 1999 
loan and 4J per cent 1976 loan. The total 
subscription amounted to Rs 535 crores of 
which Rs 207 crores were by way of cash and 
Rs 328 crores by way of conversion. Allow¬ 
ing for repayments of market loans estimated 
at Rs 397 crores, the net central government 
borrowing in 1969-70 amounted to Rs 138 
crores and showed an improvement of Rs 35 
crores over the budgeted figure. Similarly, the 
subscription of Rs. 171 crores accepted in the 
case of loans, floated by 15 state governments 
was Rs 28 crores more than what was assumed 
in the annual plan 68icussions with state go¬ 
vernments, Tlic state electricity boards were 
also able to borrow from the market as much 
a.s Rs 66 crores as against Rs 34 crores in 19^- 
69. If the borrowings of state housing boards 


and transport corpotatibtiB ace takieii into acc¬ 
ount, the total bonowifif hy the pukdk titidw- 
takings of state goventments would amount to 
Rs 80 crores for 11969-70. 

While the response to market bonowing this 
year has been encouraging and appreoably 
better than envisaged at the begimuitg of the 
yearj mention must be made of somie of the 
sp^'tal factors in operation and of a fow dis¬ 
quieting features regarding the market for go¬ 
vernment securities. As alteady nofod, private 
investment activity remainod subdued during 
the year; and the banks enjoyed rather favour¬ 
able liquidity conditions on account of the 
gain in forew exchange lescrves. There is 
reason to believe that unlike in the past few 
years when the Reserve Bank of India was a net 
seller of government securities, it might emerge 
as a net buyer this year, While'it was possible 
this year, with the support of the nationalised 
banks, to float state government loans in a 
more orderly manner without any discounts or 
sales immediately after purchase, the relative 
attractiveness of central government securities 
vis-a-vis state government and other approved 
sccutities .seems to liavc declined somewhat. 
There is, therefore, continued need to widen 
and strengthen the market for government se¬ 
curities in general. 


Working of Public Undertakings 

The budgets of Railways and Post and Tele¬ 
graphs for 1969-70 had revealed that both these 
central departmental undertakings would be 
able to balance their current bu^ts. While 
the Railway budget for 1969-70 did not provide 
for any increase in the railway freights and fa¬ 
res, increases had been effected in postal char¬ 
ges and telephone tariff, which were estimated 
to yield Rs 6 crores in 1969-70. ft may be 
recalled that both these undertakings have been 
incurring losses during recent years. The 
Railways had incurred a deficit of Rs 31 crores 
in 1967-68 and of Rs 10 crores in 19^-^ (RE). 
Similarly the P & Ts deficit had amounted to 
Rs. 14 crores in 1967-68 although its deficit 
in 1968-69 (RE) was nominal. 


Regarding its non-departmental public under¬ 
takings the central government has alrady 
taken a number of measures in pursuance of 
the recommendations made by the Adminis¬ 
trative Reforms Commission. These measures 
aimed principally at strengthening the autono¬ 
my of these undertakings and improving 
their operational efficiency. Nonetheless, the 
financial returns of a large number of under- 
tokings are still unsatisfactorv. The latest avail¬ 
able annual report on non-departmental under¬ 
takings of the central government relates to 
1967-68, Tite total investment by way ctf equity 
and loans in these undertakings stood at Rs 
3333 crores at the end of 1967-68 of which Rs 
3029 crores were contributed by the central 
government. The financial restms of the 55 
running concerns with a total investment of 
Rs 3093 crores disclose a not loss of the order 
of Rs 35 crores for 1967-68. However, Hin¬ 
dustan Steel alone, with a total estimated 
investment of Rs 1084 crores incurred a loss 
of Rs 38 crores in that year; but if its operations 
are excluded the remaining 54 running concerns 
would show a total net profit of Rs 3 3 crores 
in 1967-68. Of these 31 concerns showed net 
profit amounting to Rs 48 crores while 23 
showed losses amounting to Rs 45 crores. 
The concerns suffering tosses included four 
giant engineering concerns vfr., HeaVy Engine¬ 
ering, Heavy Electricals, Bhanit Heavy Elec¬ 
tricals and Mining and Allied Machineiy Cor¬ 
poration which between them accounteo for a 
total loss of R« 29 crores in 19^-68. The gross 
profit of these 54 running concerns during 1967- 
68 amounted to Rs 68 crores, after providing 
for depreciation but without a deduction of 
interest. a capital employed of Rs 1748 
crores, this reveals a rate of return of 0 -8 
per cent for 1967-68 as ageinst 3 *9 per cent foi 
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mM7, Hos!»ew* the proGtability ratio (i.e. 
iro» profit as per cent pt capital employed) 
dtifiiig tts hf^ 08 24.2 per cent for 

^ Indian Tdertfonc Industries, 23 -9 per cent 
fiot the Bhamt Electronics, 15 8 per cent for 
the Hindustan Antibiptics and U 1 per cent 
for the Hindustan Insecticides. Available infor¬ 
mation for 1988-69 indicates that the profits of 
running conoerm, other than Hindustan Steel, 
were hlaher than in the previous year, and the 
ratio of gross profits to capital employed in 
thdSe conoems rose to 4 *3 per cent. 

The public undertakings of state govern¬ 
ments also continue to yield inadequate returns. 
For instance, the total net loss on the com¬ 
mercial irrigation works and multi-purpose 
river sebemes is estimated at Rs lOO crores for 
1969-70. Both in the draft of the fourth Plan 
and in the final report of the fifth Finance 
Commission, a good deal of attention has been 
given to the necessity of making suitable adjust¬ 
ments in the water and power rates in order to 
mobilise additional resources. It may be stated 
that among its various recommendations re¬ 
garding the scope for raising additional resour¬ 
ces by state governments, the fifth Finance 
Commission has drawn particular attention 
to the need for taxing the prosperous part of 
the agricultural sector which, according to the 
Commission, is undertaxed. 

Domestic Savings 

The rate of domestic saving is estimated to 
rise from about 8 per cent of national income in 
1968-69 to about 9 per cent of national income 
in 1969-70. The development process as visua¬ 
lised in the draft of the fourth Plan postulates 
that the dependence on external assistance 
has to be reduced. In other words, a far greater 
reliance than hitherto on domestic saving 
effort is envisaged. In this process, the budget 
naturally occupies a pivotal role in generating 
saving and sustaining a higher level of invest¬ 
ment in the economy. Restraints will have to 
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be applied vigorously on idl non-esse tial ex¬ 
penditures by both public and private agencies 
and the full potentialiltes of the tax system 
will have to be exploited by both the central 
and state governments in order to mise ade¬ 
quate lesouroos. Fiscal policy has to be so 
designed as to reduce in^ualities in income 
and wealth and to remove regional imbalances 
in the levels of social and economic develop¬ 
ment. The ratio of public saving to natiof«el 
income is currently in the neighb^hood of 1 
per cent of national income. Consistent with the 
assumptions made in tJie draft of the fourth 
Plan the proportion of public saving to national 
income Has to be raised to 3 8 per cent by tlie 
end of the fourth Plan and to more than 6 -2 
per cent by 1980-81, The implication of this 
for the tax cfTurt is that the proportion of tax 
revenues to national income has to be stcpixxi 
up from the current level of 13 per cent to 15 
per cent by 1973-74 and 18 *5 per cent by 
1980-81. 

Money Supply and Prices 

The sizable increase in money supply which 
took place in 1968-69 did not have any inflat¬ 
ionary effects on the economy. Although nat¬ 
ional income increased by only 1 8 per cent in 
1968-69 there was no general pressure on 
prices because of the generally ad^uate food 
situation and the increase in industrial product¬ 
ion by using up existing excess capacity. There 
was, no doubt, a spiut in the prices of certain 
commodities such as jute, cotton, oilseeds and 
coarse grains due to a shortfall in their produc¬ 
tion. But this could be held under check to an 
extent, partly through quick imports and partly 
through selective credit control measures. 
Secondly, since investment in the economy 
had not increased appreciably the sharp in¬ 
crease in exports did not lead to a sharp in¬ 
crease in aggregate demand. Lastly, the fact 
that agricultural output was increasing meant 
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that the rural sector was getting more intimately 
integrated with the rest of thr market economy 
and that an increased proportion of money' 
was being held for transaction purposes, thus 
damping the expansionary effect of increases 
in the money supply. However, the limits of the 
reserve in the economy are being quickly ap¬ 
proached as excess capacity is utilised. If 
mvesinicnt is stepped up and exports conti¬ 
nue to increase there is greater need for w^atch- 
ing the situation with regard to monetary ex¬ 
pansion in the coming moiuhs. Already, the 
increase in prices in recent weeks wlien bank 
credit also expended appmciably has necessita¬ 
ted a measure of credit restraint. 

Moiieiary and Credit Policy 

Since August 1967 the main emphasis of 
monetary policy has been on selective ci^it 
Hbcralisaticm to the priority sectors, viz*, agri¬ 
culture, small-scale induustries and exports. 
The principal elements in the credit policy were 
mentioned in the last year's Economic Survey. 
The scope of concessional refinance from the 
Rcscitc Bank w^as further widened in the 1969 
slac-k reason when, the commercial banks were 
asked to enlarge ilic flow of credit not only to 
agriculture and small-scale industries but also 
to retail trade in nmd areas, hire-purclmse of 
taxis, trucks and scooters, and self-employed 
persons. Banks were also advised to invest 
their surplus funds in approved securities of 
bodies like slate electricity boards, state finance 
corporations and land mortgage banks with a 
view to revive tile demand for capital goods 
industries and provide an added impetus to 
agricultural and industrial development. The 
Reserve Bank of India continued to provide, 
irrespective of a bank’s net liquidity ratio, 
refinance at the concessional rate of 4^ per cent 
in respect of packing credit for export of 
metallurgical and engineering goods and at 
the bank rate in respect of packing and post- 
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5. Thaijavur. 

For bulk orders and export enquiries, please contact Joint Director (Industrial Cooperatives 
and Handicrafts) of Industries and Commerce, Oiepauk, Madras. 
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shipment cmdit for export of mother goods* 
The commercial banks are not allowed to charge 
more than H pe/ cent on their export ci^edit 
and the central government on its part pays to 
commercial banks a subsidy of per cent 
on such credit. The Reserve Bonk eontinued 
to provide refinance at bank rate for the priority 
sectors in respect of the full excess of a bank’s 
net liquidity ratio over the basic minimum of 
3 O per cent. The svstem of governing the ap¬ 
plication of higher interest rates on excess bor¬ 
rowings was also continued as before. The Re¬ 
serve Bank also provides concessional refinance 
at per cent up to an amount equivalent to 
the total of bank's short-term advances to 
agriculture and small-scale industries (guarante¬ 
ed by the Credit Guarantee Organisation). 
Credit to agriculture includes not only credit 
for the distribution of agricultural inputs like 
chemical fertilizers and pesticides but also 
loam to farmers for purchases of tractors, power 
tillers etc. It also includes finance for the deve¬ 
lopment of fisheries, dairies, cold storages etc. 
Packing and post-shipment advances to ex¬ 
porters of goods other than metallurgical and 
engineering goods and advances to stale gov- 
emments/their agencies and the Food Cor¬ 
poration for food procurement storage and dis¬ 
tribution, are eligible for refinance at the bank 
rate, irrespective of a bank’s net liquidity ratio. 
Discretionary refinance at the Bank Rate, or at 
penal rates (as determined on the basis of net 
liquidity rates) continues to be available to 
tli banks in order to enable them to tide 
over their temporary difficulties of liquidity. 

Selective Credit Controls 

At the same time, selective credit controls 
have been exercised as necessary. Controls on 
advances against vegetable oils and oilseeds 
were tigluenctl further in May, 1969, in view 
of the difficult supply situation and rising prices. 
In the same month, control over raw cotton 
and kapas had also to be tightened in view of 
the abnormal increase in prices. In both cases, 
minimum margins were raised and credit ceil¬ 
ings were reduced. On the other hand in Sept¬ 
ember 1969 due to the improvement in the 
supply position of raw jute, the Reserve Bank 
withdrew the credit control imposed earlier on 
raw jute and jute goods in the context of the 
poor jute crop of 1968-69. However, in view 
of the growing demand and price pressures on 
certain agricultural commodities, the Rcsei^c 
Bank has recently taken measures to tighten its 
control on bank advances against oilseeds, oils, 
cotton and foodgrains. The minimum margins 
on advances against oilseeds and oils have 
been raised from .^0 per cent to 60 per cent in 
the case of traders and from 40 |)er cent to 60 
per cent in the case of oil mills and vanaspati 
units. In the ciisc of cotton and kapas, a margin 
of 40 per cent has been imposed on advances 
to cotton mills and the margin has been raised 
from 50 per cent to 60 per cent in the case of 
parties other than cotton mills. In the case of 
foodgrains, the minimum margins have been 
raised to a uniform 60 per cent. Simultaneously 
ceilings on the levels of advances of individual 
banks against these commodities have been 
reduced. Also, in order to reinforce the impact 
of these control measures the Reserve Bank has 
prescribed a minimum rate of interest of 10 
per cent on advances ajuiinst foodgrains, oil¬ 
seeds, vegetable oils including vanaspati and 
cotton and kapas- The ceiling rale of per 
cent on interest on advances by Indian scheduled 
commercial banks with demand and lime lia¬ 
bilities exceeding Rs 50 crorcs and foreign 
banks operating in India lias bten withdrawn. 
On the other hand, the Reserve Bank 
has withdrawn its control on bank advances 
agaiast gur in view of the improved supply 
position of that commodity. 

Mention may also be made of further meas¬ 
ures taken by the Industrwl Development Bank 
of India to extend selectively its direct assis¬ 
tance to the public sector and to assist exports. 


The IDBl now comidera on moH applications 
for direct financial assistanoe for purposes of 
expansion and diversification from such com¬ 
panies in the public sector as have declared at 
least a maiden dividend, have resources to 
finance part of the new programme and do not 
resort to the government for any finance- The 
IDBI’s indirect assistance to public sector |»x>- 
jects is already available under its scheme of re¬ 
discounting of machinery bills. Similarly, the 
industrial concerns in the public sector are 
eligible under IDBFs scheme of refinancing 
of medium-term export credit. Mention may 
also be made of a new scheme introduced by 
IDBI for providing direct term credit to exports 
of capital and engineering goods at a conces¬ 
sional rate of interest, in collaboration wiffi 
commercial banks. The IDBI already provides, 
at a special concessional rate of 4i per cent, 
refinance of loans to small-scale industries cov¬ 
ered under the Credit Guarantee Scheme. 
Further to encourage the growth of industries 
in the relatively backward areas of the coun- 
tiy. the IDBI has now decided to give financial 
assistance on softer terms to deserving small 
and medium industrial projects located there. 

Nationalimtion of Banks 

A most significant event in the field of money 
and banking was the nationalisation of 14 major 
commercial banks, with deposits of Rs 50 
crores and above, on July 19, 1969. As a result 
of this action the public sector has acquired a 
vital control over the principal financial insti¬ 
tutions in the economy for mobilising savings 
and channelling them towards productive 
purposes. Together with the State Bank of 
India nationliscd banks control about 83 per 
cent of the total deposits of the banking system 
and about 80 per cent of all bank branches in 
the country. This control over such a large part 
of the organised credit market, together with 
the control which the government already has 
over insurance and long term financial institu¬ 
tions, should provide the public sector with 
important levers for mobilising as well as utilis- 
tn£t the community’s savings to achieve the 
objectives of social and economic development 
according to priorities laid down in the five 
year Plans. To direct the flow of credit 
to sectors hitherto neglected, the nat¬ 
ionalised banks have already formulated 
schemes for providing credit to the self-emp¬ 
loyed, the educated unemployed, retailers, road 
transport operators, small farmers etc. govern¬ 
ment is also considering the introduction of a 
comprehensive sciiemc of insurance to cover 
risks involved in granting loans to various 
categories of small borrowers. In short, the 
lending policies of the nationalised banks are 
being reoriented with a view to changing the 
basis for extension of credit from credit-worthi¬ 
ness of persons to credit-worthiness of activi¬ 
ties. The banks have also been advised to pay 
greater attention to the needs of the less deve¬ 
loped and under-banked states. The Reserve 
Bank has also recently issued a directive to the 
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custedjans of the tiatfonkllsed banks miidriiii 
them to seek Reserve Bank*s prior approvd 
before putting through certain tnmsaptioiis 
which teclude grant of advatioas in excess of 
certain amounts, appointment and extension 
of services of senior executvies and making 
appropriation out of profits. 

As a result of the various measures taken by 
the Reserve Bank, commercial banks had 
stepped up credit to priority sectors. Thus 
between end-June 1968 and end^June 19d9» 
total outstanding credit rose from Rs 45 crores 
to Rs 188 crores in respect of agriculture, from 
Rs 194 crores to Rs 294 crores in respect of 
small-scale industries and from Rs 174 crores 
to Rs 255 crores in r^pect of exports. However, 
both the All India Credit Review Committee 
and the Gadgil Committee on Organisatioftel 
Framework for the Implementation of Social 
Objectives have again brought to the fore the 
uneven distribution of bank credit and the ex¬ 
istence of serious credit gaps in the economy. 
The Report of the All India Credit Review 
Committee submitted in July 1969 makes basic 
recommendations in order to eliminate the 
structural weakness in the co-operative credit 
system and to cater to the needs of the weaker* 
sections of cultivators. It has recommended 
the establishment of small farmers’ develop¬ 
ment agencies, the setting up of a rural electri¬ 
fication corporation and the laying down of a 
promotional role for tlie Agricultural Refin¬ 
ance Corporation. Government has accepted 
these recommendations and small farmers 
development agencies are sought to be esub- 
lished in 45 se&ted districts in difierent states, 
with the purpose of identifying the problems of 
small but potentially viable farmers and of 
ensuring availability of inputs, services and 
credit through the various credit institutions. 

Credit Reorientation 

The Study Group on Organisational Frame¬ 
work for the implementation of social objectives 
has also examined the nature and extent of 
credit gaps in the economy and recommended 
greater involvement by commercial banks in 
financing the needs of agriculture. The question 
of financing primary credit societies by nation¬ 
alised banks is being discussed with state govern¬ 
ments. Meanwhile the Reserve Bank has already 
initiated its ’Lead Bank Schemes* and has also 
outlined its programme of branch expansion 
during January to June 1970. Under the ’Lead 
Bank Scheme* banks have been allotted specific 
districts in which they would take the lead in 
surveying the potential for banking develop¬ 
ment, in extending branch banking and in ex¬ 
panding credit facilities. The programme of 
branch expansion for the p^iod January to 
June 1970 visualises the opening of a minimum 
of 400 offices in unbanked centres and another 
200 offices in centres which already have some 
banking facilities. 

Although the average level of prices during 
1969 was only slightly higher than that during 


Table VI 

YEARLY AVERAGE OF THE INDEX NUMBERS OF WHOLESALE PRICES 

Annual Variations (Percentage) 



1966 

1967 

1968 

1969 

All commodities . 

+ 1-9 

+ 15 0 

—0-5 

+21 

Food articles . 

+ 14 0 

+2«-3 

—1 -9 

—3'7 

Liquor A tobacco 

-01 

+8-8 

+22-9 

+ 13 8 

Fuel, Power, light and lubricants 

+83 

+ 5-5 

+5-3 

+4-1 

Industrial raw materials 

+ 18-9 

+61 

—5-2 

+ 14*9 

Chemicals 

+ 12*8 

+ 11*5 

+6-9 

+9-4 

Machinery and transport equipment 

+6*9 

+5-6 

+0-9 

+ 1*8 

Manufactures 

+8-8 

+4-3 

+1-4 

+6*2 
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Factory : 
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Phone : 275 & 276 Hospet 
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there was considerable pressure on prices 
ditritig the year. Wholesale prices rose sharply 
between February and July i969 but declined 
appreoiaUy between August and xnid-Novem- 
bet. There hat been renewed pressure since 
then. The price sittiation during the year was 
affected by the reduced availabitities of certain 
essential a^cuttural commodities os well as 
^ the relatively faster growth of demand. 
iW^rly average of the index number of 
who&ale prices (1961-628s]00) stood at 168 7 
for 1969 and was 2 *1 per cent higher as compar¬ 
ed with the yearly average of 165 *3 for 1968. 
However, the monthly average of wholesale 
prices during January 1970 stood 6*8 per cent 
higher than the level a year ago. 


Price Policy 

It became necessary, therefore, to take various 
measures in the course of the year to deal 
with the price situation. These included impo¬ 
sition of credit controls by the Reserve Bank 
as in the case of raw cotton and vegetable oils 
and oilseeds, arrangement of larger imports of 
raw cotton and soyabean oil, fixation of monihly 
purchase quotas by mills for raw jute and res- 
trictioas on the holding of stocks of raw cotton 
with mills. More recently, the Reserve Bank 
has te^en further steps to tighten the control 
on bank advances against oilseeds and oils, 
cotton and kapas and foodgrains, details of 
which have been given earlier in the survey. 

In the field of price administration, a major 
endeavour of government policy has been to 
maintain a framework of price stability. Gov¬ 
ernment decided to maintain the minimum 
statutory price of sugarcane for the 1969-70 
season at the same level as for the 1968-69 
season. Similarly, the support prices for raw 
cotton and raw jute were left unaltered at their 
1968-69 levels. Government also decided lo 
continue its policies of partial decontrol of 
sugar and cotton cloth. In sugar the success of 
the policy of partial decontrol was evident from 
the fact that the open market prices of sugar at 
the end of December. 1969 were ruling about 
50 per cent lower than their preceding year's 
levels. On the other hand, government has 
been intervening to hold the price line wherever 
necessary. Thus, in September 1969 govern¬ 
ment decided to bring under statutory control 
prices of passenger cars. In December 1969 
prices of synthetic rubber were subjected to 
statutory control. In view of the rubber short¬ 
ages, it was also decided to bring tyies and 
tubes of all categories of automobiles within 
the purview of the Essential Commodities 
Act; previously, only tyres and tubes of cars 
and tractors were being treated as essential com¬ 
modities. Government has also been trying to 
restrain the priees of vanaspati by trying to 
arrange for tne industry adequate supplies of 
imported soyabean oil; 43 -4 thousand tonnes 
of soyabean oil were imported during 1968-69 
and it is proposed to import 93 thousand tonnes 
during 1969-70. 


Balance of Payments 

India’s balance of payments became even 
more favourable in 1968-69 as compared to 
1967-68* due to a reduction in import payments 
and a substantial inciease in export earnings. 
Over the year, there was an accretion to foreign 
exchange reserves of Rs 48 -1 crores after making 
a repurchase of Rs 38 *3 crotes from the Inter¬ 
national Monetary Fund. The overall improve¬ 
ment in the reserves position was thus Rs 96*6 
crores. This was a substantial improvement on 
the increase, on a simiUir basis, of Rs 35 *8 
crores recorded in 1967-68 and the loss in 
reserves of Rs 88 *5 crores witnessed in 1966-67. 
The improvement noticed in 1968-69 ^ 
continued tlux)ugh the current year and foreign 
exchange reserves at the end of Januaty 1970 
are estmated at Rs 671 crores, showing an in¬ 
crease of Rs 95 crores over the first ten months 
of the chrrpfit fi^ year, even after a repur¬ 
chase of 1^ 119*6 crores from the IMF. A 
further sum of Rs 5 *6 crores is due for repay¬ 


ment before the end of the year and when this 
is made, India's short-term indebtedness to the 
IMF which amounted to Rs 337 -5 crores at 
the end of 1967-68 would come down to Rs 
153*8 crores at the end of 1969-70, showing a 
considerable improvement in India's liquidity 
position with the IMF. The allocation of the 
Special Drawing Rii^ts of Rs 94 *5 crores ii* 
January 1970 lias similarly had a favourable 
impact on India’s liquidity position. 

External Assistance , 

The total amount of external assistance 
available during 1968-69, comprising aid in 
the pipeline (Rs 2070 crores) and fresh autho¬ 
rizations including aid in the form of debt 
rescheduling/postponement (Rs 804 crores), 
amounted to Rs 2;874 crores. This was consi¬ 
derably less thah Rs 3,271 crores available 
during 1967-68 and reflected the tapering of 
aid in the pipeline due to a sharp drop in fresh 
commitments during 1967-68. Fresh authori- 
zatioas during 1968-69 at Rs 804 crores were 
even lower than the authorizations of Rs 900 
crores in 1967-68. If, however, food and PL 
480 assistance are excluded, authorizations for 
1968-69 amounted 10 Rs 623 crores as compared 
to Rs 582 crores in 1967-68, The increase was 
due to an IDA non-project credit of Rs 94 
crores ($125 million) and US assistance for 
the Trombay fertilizer project and for the 
purchase of two jumbo jets. 

The Aid India Consortium which met in 
May 1969 agreed (hat India needed substantial 
new commitments of non-project as well as 
project aid if the gcneial recovery of the eco¬ 
nomy was to be maintained and consolidated. 
It was also agreed that for the year which began 
on April 1, 1969. India required non-project 
assistance of about Rs 52.5 crores (1700 mlIJibn) 
including approximately Rs 75 crores ($100 
million) in the form of debt relief. India’s nce<l 
for increased project assistance as an essential 
complement to non-project aid was also recog¬ 
nized and Consortium members agreed that 
India's request for Rs 300 crores ($400 million) 
was reasonable and that efforts would be made 
to meet it. Prcliminaiy data show that Rs 137 
crores ($209 million) of non-project aid includ¬ 
ing debt relief was authorised up to the end 
of January 1970; project aid of Rs 180 crores 
($240 million) has also been autlioriscd. 

The pipeline (amounts authorised less am¬ 


ounts disbursed) or project and non-project 
assistance started to decline in 1967-68. From 
a level of Rs 2»199 crores at tlie beginning of 
the year it fell by Rs 300 crores to Rs 1,899 
crores at the end of the year. Tlie pipeline, of 
aid declined further by Rs 82 crores during 
1968-69 and on 1st April 1969 it amounted to 
Rs 1,817 crores, comprising of Rs 1,200 erwm 
of project assistance and Rs 617 crores of non- 
project assistance. 

The aid utilised during 1968-69 amounted to 
Rs 896 crores. This was R.s 298 crores lower 
than in 1967-68. A decline in food a.ssistance 
from Rs 330 crores in 1967-68 to R.s 186 crores 
ill 1968-69 accounted for Rs 144 crores. The 
balance was accounted for hy a decline in non¬ 
food aid from Rs 864 erwes in l%7-68 to Rs 
710 crores in 1968-69. Disbursomeni of non¬ 
project aid in 1968-69 amounted to Rs 411 
crores while project aid was Rs 272 crores. 
Project aid was marginally low'er in 1968-69 
as compared to the preceding year; but non- 
project assistance utilised was lower by 18 per 
cent, reflecting a smaller authorisation in the 
previous year. 


Debt Servicing 

Total debt service charges rose from (po.sl- 
devalualion) Rs 143 crores in 1961-62 to (post- 
devaluation) Rs 227 crores in 1965-66. These 
payments increased further to Rs 333 crores in 

1967- 68 and Rs 375 crores in 1968-69. Debt 
service payments will continue to be heavy 
during the next few years and are estimated to 
be around Rs 412 crores during 1969-70. The 
effect of this increase (and of reduced authorisa¬ 
tions) has been a sharp reduction in net dd 
received. In 1966-67 and 1967-68 it amounted 
to Rs 860 and Rs 861 crores respectively; in 

1968- 69 it was only Rs 521 crores. If allowance 
is made for specially large food imports during 
the past years, net aid excluding food aid 
drops sharply from Rs 531 crores in 1967-68 to 
Rs 335 crores in 1968-69. 

The economy could manage witi) such low 
volume^ of net assistance because of the slack 
in the economy and relatively low volume of 
invcslmcnt activity during the recession and 
the iinmeiliaic posi-reccssion years. With the 
revival of industrial activity the need for both 


Tami.f VJI 

INDIA’S FOREIGN EXCHANGE RESERVES 


fRs crores) 


Foreign Variation Net drawings Overall va- 
cxchange over the on (-+■) repay- nation in 
reserves previous year/ men(s(- ) reserv'es po- 
At the end of period’ to IMF uition net of 

transactions 

with 

IMF (3--4) 


I 

2 

3 

4 

5 

1966-67 . 

478-4 

-f‘9 0 

+97 5 

--88*5 

1967-68 . 

538 6 

-J-60-2 

-L24 4 

-1-35*8 

1968-69 . 

576*7 

+ 38*1 

-58*5 

+ 96 6 

January 1970* . 

671 0 

-f94*3 

-*-119.6 

+ 213 9* 

I. Inclusive of traasactions with IMF shown in Col. 4 

2* Estimate- 

3. Exclusive of SDR allocation of Rs 94 *5 Crores. 
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maintenance imports as well as capital goods 
imports would increase. Alresw^, as pointed 
out above, select items of maifiteHalce iinports 
have gone up and scarcities are developing in 
some sectors. The licensing for imports of raw 
materials, components and spare parts has 
gone up by about 30 per cent in the first seven 
months of this year. And as the present tempo 
continues there is no doubt that imports would 
go up still further. Particularly, if the invest¬ 
ment proposed in the fourth Plan in fields like 
1ertilizer.s, petrochemicals, metals, ports and 
power is to take place, the need for both proje¬ 
ct and non-projcct assistance will increase, 
't he existence of a diversified machinery-making 
industry would mean an increase in the need 
Cor non-project assistance to meet the increased 
demand for capital equipment. Also the machine 
making capacity built up is not large cnou^i 
10 meet all the lequiremcnts of development in 
tlvs fourth Plan. Therefore, there is an 
urgent need for project assistance as well. 

IDcbt servicx* payments this year amount to 
about 30 per cent of expected exports. This is 
a reallv high proportion and affects greatly the 
country's capacity to import. Further aid 
receipts should not contribute to increase this 
proportion. There is. therefore, a need to 
reiterate the proposition that aid should be on 
softer terms. While there has been a general 
movement in this direction, through extension 
of maturity ficriods and lowering of the rales of 
interest, the requirement that PL 480 assistance 
should be repaid in foreign currency is a step in 
the other direction. The debt relief granted by 
C^onsortium countries, which amounted to 
Rs 76 crores ($ 101 million) in 1968-69 has been 
useful in this regard. 

At the end of 1969-70, the first year of the 
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fourth five year Plan^ the ecemomte situation in 
the country is junerally favourable. The high¬ 
er production m agrtcultuse in 1969-70 and the 
larger stock with goveminem will oiake for 
improved availability of foodgrains for the 
major part of the coming year. This will also 
be true of jute and sugar and to a smaller ex- 
of cotton and vegetable oils. By and 
large, the supply of industrial consumer goods 
may be exited to increase appreciably. In 
selected commodities such as oilseeds, cotton, 
iron and steel, staple fibre and non-ferrous 
metals where shortages are in evidence, it would 
be necessary to augment domestic supplies by 
larger imports. In view of the striking 
improvement in the reserves position, the usual 
constraint on augmenting domestic .supplies by 
imports .shouldnot operate during the coming 
year. Altogether, the specific supply bottlenecks 
which were witnessed in a number of items this 
year arc less likely to appear in the coming 
year. 


On the other hand, there is a clear need for 
increasing developmental outlays both in the 
public and the private sectors. A significant 
.step up in Plan outlay in the second year of 
the Plan is clearly called for if the targets en¬ 
visaged in the fourth Plan are to be realised. 
In addition to raising investment outlays pro- 
ivr, public sector developmental activity also 
needs to be accelerated in a number of fields. 
The buoyancy of private investment in agri- 
cultuie, small industries and construction needs 
to be .suLstained. Higher investment activity in 
the public sector will also stimulate private 
investment in organised industry. Indeed, given 
tile substantial contribution that private orga¬ 
nised industry makes to total production in the 
country, it would be necessary to ensure that 
the growing interest in private industrial invest- 


table vm 

INFI.OW OF FOREIGN ASSISTANCE: GROSS AND NET 


(Rs CTOrcs)* 


Items 

1966-67 

1967-68 

1968-69 

1969-70 
(Apr.-Sept. )t 

1 

2 

3 

4 

5 

I. G ross a i d di sbursement 

1134 

1194 

896 

485 

of which ; 

(«) PL 480 Food Aid** .. 

338 

285 

131 

84 

(b) PL 480 Non-food Aid^* 

22 

57 

77 

35 

{c) Ollier food aid 

70 

45 

55 

12 

H. Gross iiid excluding food aid 

726 

864 

710 

389 

Ill.(fl) Amortisation payments .. 

160 

212 

236 

133 

(6) Inicrcsl payments 

114 

121 

139 

72 

Total debt servicing 

274 ' 

333 

375 

205 

IV. Net aid flow 

860 

861 

521 

280 

V. Net aid flow exclusive of food aid .. 

452 

531 

335 

# 

184 


• In post-devaluation rupees. 
tProvisional. 

♦♦Include assistance by way of the rupee value of imports and under convertible currency credits. 
Gross aid disbursements take into account debt relief inclusive of debt icschcduling/postponc- 
ment, etc. Debt service payments relate to those involving foreign exchange. 
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ment which has already been in evidence is 
encoumged. l>emaiui for invenuorles will also 
grow with the growth of afrioultural and indus* 
trial production. Larger farm incomes on 
account of the better harvest and larger Indus* 
trial incomes due to increased industrial 
duction will mean increased consumer spending 
not merely on items like food and clothing but 
also on consumer durables like radios, bi^les, 
electric fans, etc. As every effort will have to 
be made to secure higher export eamini» there 
would be an additional pressure of ocoiand 
from this sector as well. In vi^w of the vety 
largo increase in money supply that has taken 
place in the current year, the possibility of some 
pent up demand asserting itself cannot also be 
ruled out. 

The prospects for 1970-71, therefore, are 
clearly for a significant increase in both supply 
and demand. The process of development 
inevitably entails movement forward towards 
equilibrium between supply and demand at 
higher and hi^er levels. In the context of the 
recent upward pressure on prices, it cannot be 
taken for granted that the increase in supply 
next year will match the increase in demand, 
without the aid of conscious policy measures. 
Apart from a freer use of imports which is 
fortunately now possible, both budgetary and 
credit policies will have to be actively deployed 
to keep aggregate demand within the limits 
set by available supplies so that the environ¬ 
ment of relative prtce stability is maintained. 


Efforts at Increased Production 

Conscious effort.s will also be needed to bring 
about a sizable increase in production in the 
near future. Agricultural supplies in the latter 
half of 1970-71 would depend on the prosp^t 
for the next kharif crop about which nothing 
can be said now. But irrespective of weather 
conditions, every effort must be made to step 
up fertilizer consumption, to extend the area 
under high-yielding varieties and to make the 
maximum possible use of available irrigation 
facilities. Substantial increases in industrial 
production can also be achieved in the short 
run by better labour-management relations and 
greater attention to technical and managerial 
improvements, particularly in the steel and ferti¬ 
lizer industries where the need for higher pro¬ 
duction is urgent. 

There Is every likelihood of a significant 
increase in imports next year. Import licen¬ 
ces for raw materials and comjponents already 
issued this year have been running 20 to 40 per 
cent higher than in 1968-69 and this step-up 
will be reflected in higher imports next year. 
In addition, as already mentioned, larger im¬ 
ports of some bulk commodities on a selective 
basi.s are both neccssaiy and feasible in the 
present circumstances in order to supplement 
domestic supplies. While experts snould re¬ 
sume the upward trend once a^in, the chances 
are that the d^it on trade account in 1970-71 
would be somewhat larger than in the current 
year. There is Itkdy to be no material change 
in regard to disbursement of aid so that on 
balance the net accretion to reserves next year 
should be much smaller than in the current 
year. Despite the substantial improvement in 
regard to foreign exchange reserves, the present 
level of reserves cannot be considered a4e* 
quate, particularly in the light of the large it* 
payment obligations to the International Mone¬ 
tary Fund. Some improvement in reserves 
during 1970-*’'1 is, thdreCore, called for. At 
the same time, if the situaticm so warrants, 
there should be no hesitation in using reserves 
precisely for the purpose for which they are 
intcndea, pamely, to maintain the climgie of 
, growth with stability in the face of adveive hot 
temporary repercussions on the baJanoe^of 
payments. Auogether, the prospeeti of nutin- 
taining such a climate during l97(K71 are iM* 
sonable. 
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THE EDITOR 

It is possible that 1972 may be nearer politically than it is chronologically. Not 
unnaturally, then, the government chooses to lie low and the business community 
even lower. With uncertainties abounding, the Prime Minister needs friends where- 
cver they are to be found and so do businessmen. The subdued tone and tenor of 
the inaugural proceedings of the annual session of the Federation of Indian Gham- 
ters of Commerce and Industry (FICCI) last week was a product of this compul¬ 
sion; the president of that more or less august body was painstakingly conciliatory 
and the Prime Minister loftily polite. 

If the FfCCl’s ]posture tended to be a little more subdued than that of the 
government, this, again was not surprising. The business community knows only 
too well that, while Mrs Indira Gandhi is impatient of criticism from any quarter, 
she is specially apt to see red if the faintest whisper of a contrary word were to be 
uttered by any of its spokesmen. Where businessmen are concerned, the Prime 
Minister seems, in fact, to be almost always nervously suspicious of conspiracies 
of confrontation. 

In spite of thi.s, if she chose to be (or could be put) at relative ease at this 
annual session of the FICCI, it was, as was noted earlier, a consequence of the 
political context. The outgoing president, Mr Ramnath A. Podar, is no doubt a 
business leader of clear and firm views, but he is, at all times, a soft-spoken man 
and it was only to be expected, therefore, that, on this occasion particularly, he 
would breathe no phrase that might touch a raw nerve anywhere. Thus, while 
expressing concern over the steep rise in wealth tax and personal taxation in the 
central budget, he was careful enough to preface this observation with a tribute to 
the budget for seeking “to stimulate the investment climate’*. Mr Podar did not, 
of course, stop to explain how a body of direst lax proposals which in his own 
words, “may not leave suflkient savings in the hands of entrepreneurs and in¬ 
vestors to invest in new industries’* could do anything to the investment climate 
except depress it. 

Mr Podar was equally soft in discus.sing controls and licensing. He noted that 
the business community had, by now, gained long experience of this regulatory 
machinery and yet this experience seems to have merely made it possible for Mr 
Podar to inquire, in innocent wonderment, “whether this mechanism has produced 
the best results.’’ Referring to the political threat of a government take-over 
of trade and commerce, Mr Podar, again, was very pro^>erIy gentle in his pleadbg 
which hardly amounted to a protest at any point. 

It was, however, in dealing with the damage inflicted on the national econo¬ 
my and the danger posed to the business community by subversive political acti¬ 
vists that Mr Podar really scaled the heights of non-confrontation with the govern¬ 
ment. After referring to the chaotic and even critical situation in West Mngal, 
the out-going president of the Federation merely contented himself with making the 
suggestion to-the “respected Prime Minister” that she should “request the chief 
ministers of all the states and the authorities in the centrally-administered areas 
to give their personal attention to this very important matter of law and order”. 
Whether the Prime Minister should speak to the chief ministers—-West Bengal, 
incidentally, has none at present — on the trunk telephone or whether it would 
be enough if she were merely to write to them, Mr Podar forgot to spedfy. 

It would be wrong, however, to be hyper-critical of Mr Podar fw under-play¬ 
ing either the seriousness or the sharpness of the problems which have been crea¬ 
ted for the business community by the politics of the nfling party or the policies of 
the central government. Far too many businessmen seem to be only too willing 
right now to let sleepmg political dogs he. They seem to believe that time is on their 
side and that even as this land of ours and such philosophy as it has have managed 
to survive through the strains of centuries, they and their community may hope to 
live beyond the passing political storms of the day by stooping sufficiently to 
survive. Mr Podar, it could be assumed, was only giving expression to this ^ssibly 
dominant mood of the business community and if there are minority views 
sentiments, it must be said to the credit of the FICXT that the jnoceedings of the 
annual session did leave son^ scope for their expression. It was, indeed, clear fr(»n 
the discussions on the specific resolurions before the session that the think- 
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ins in <*0010 sections of the business 
community was far Ibss conciliatory 
towards the political pro^ammes of the 
ruling party or the glides of the go¬ 
vernment than the senlinftnl^ which had 
found ceremonial exj^uon in the 
out-going president’s discussion of or 
relerences to the government’s basic 
attitudes relating to the industrialisation ^ 
ol the country or its particular approach 
to business, particularly big business so- 
called. 

Incidentally, it is an eloquent com¬ 
mentary on the conformity which seems 
tc be the keynote of a good part of the 
business community's studied policy of 
non-confrontation with the central 
government at the present time that, in 
all the discussion that there has been 
recently, whether at this session of the 
FfCCI or on other occasions, there has 
not been one bold word of protest 
against the manner in which the Ministry 
of Industrial Development stubbornly 
continues to function. Mr Fakhruddin 
AU Ahmed was among the honoured 
guests on the podium when this annual 
session of the FIC'Cl was inaugurated 
and he was sitting next to the incoming 
president, Mr D.C. Kothari, who was 
sitting on the right of the Prime Minister. 

I do not grudge Mr Ahmed the deference 
that must be shown to his position in the 
government, but I wondiw how many 
businessmen are really happy over the 
thought of Mr Ahmed becoming a per¬ 
manent fixture in the Ministry of Indus¬ 
trial Development. Between him and 
his Minister of State, Mr Raghunatha • 
Reddy, this ministry has become the 
burial ground of projects or proposals 
for new industries or the expansion of 
existing unitf. 

It is indicative of the basically ob¬ 
structive attitudes of this ministry that 
even the new industrial licensing policy, 
which is alleged to have liberalising 
intentions, is now being widely feared 
to be restrictive in its real import. 
Far from clarifying the directions now 
sought to be set for the regulatory ma¬ 
chinery of licensing, this policy state¬ 
ment has only served to spread confu¬ 
sion about the manner in which this 
machinery may function in the future 
so much so that suspicion has been 
aroused about the motivations and pur¬ 
poses of the central govemirent gene¬ 
rally and the Ministry of Industrial De¬ 
velopment in particular. In the cir¬ 
cumstances, it is difficult to believe that 
the business community has nothing to 
say in criticism of the performance of 
this ministry and since nothing has been 
said on this subject at the session of 
the FICCl. it can only be because of the 
prevailing demoralisation in the ranks 
of businessmen or rather their leader- 
.ship. 

Not that the Prime Minister needs to 
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be told what a frustrating Old Man of the 
Sea this mimstry is, thraks to the two 
ministers who have matte it the instru¬ 
ment of their poKtical. purposes and 
prejudices. Mrs Indira Gandhi is only 
to compare the record of this minist^ 
as it is functioning under Mr Fakhruddin 
All Ahmed and Mr Raghunatha Reddy 
with the achievements of the compar¬ 
able ministries which were led by Mr 
T.T. Krishnamachari or Mr Manubhai 
Shah or even Dr T.N. Singh. Many 
factors have been blamed for the slow¬ 
ing down of industrial expansion in re¬ 
cent years and one of the main ex¬ 
planations for this sorry state of affairs 
certainly is the deliberate negativism 
which is being practised by the Minister 
for Industrial Development and his 
Minister of State. 

The Prime Minister at least seems to 
have some desire for industrial expansion 
and increased production and it has, 
indeed, been reported that, from time to 


rime, tbn has been saggesring to Mr 
Ahmed that he mi^t move to sditie 
other ministry. It is nhoeiely to bb hoped 
that, when Mrs Oandhi next feels strdpg 
eno^ to make major diaages In her 
caNnet, she will find some other assign¬ 
ment for Mr Ahmed whibh may duly re¬ 
cognise his political value to her but 
not at the cost of the nation tqgi the 
economy. It is true that businessmen, 
whether at the annual session of the 
FICCI or on other occasions, may find 
it much more prudent to talk about 
cabbages and kings than about sudt 
difficult and delicate subjects as the 
Ministry of Industrial Development and 
it will suit the Prime Minister very well, 
no doubt, that her meeting with biisi^ 
nessmen should be confined to an ex¬ 
change of sweet nothings, but the 
country is larger than the business 
community and its people are greater 
than the Prime Minister. Let some of 
us, then, dare occasionally to speak for 
the country and its people. 


A Scheme Long in the Air 


One of the most striking features of the 
emerging green revolution has been the 
upward curve of the demand for chemi¬ 
cal fertilizers. This development has 
at least two important implications. 
The first is that more and more fam ers 
are becoming acquainted with the tech¬ 
nology of scientific agriculture. The 
second is that more and more farmers 
arc coming to regard fanning as a com¬ 
mercial proposition than as a meagre 
means of mere subsistence. It is conse¬ 
quently of th* greatest importance to the 
nation that everything should be done 
to maintain and improve upon the 
tempo of the agriculturists’ response to 
the fertilizT programmes of the new 
agricultural strategy. 

From this point of view, our experi¬ 
ence of the 1%8-69 crop year has not 
been quite satisfactory. I^hcreas the 
demand for nutrients had increased by 
40 per cent in each of the years, 1966-67 
and 1967-68, the annual rate of growth 
slowed down subsequently to about IS 
per cent. As a result, the central go¬ 
vernment has taken a decision to 
curtail imports. However, there has 
already been an accumulation of sur-< 
plus stocks large enough to cause seriouv 
embarrassment to domestic manufac¬ 
turers. 

The Econoiric Survey for 196^70 has 
referred to this situation. It has attri¬ 
buted the slowing down of the growth 
of consuirption of fertilizers in 1968-69 
to three factors. One of them was the 
unfavouraUe weathrr conditions in 
states such as TamihNadu and Gujarat. 
The remaining two relate to the market¬ 
ing situarion. State governments have 
been adopting a number of restrictive 


practices which have prevented the free 
movement of fertilizers from factor'cs 
to consumi^ points, especially in 
the case of inter-state trade and distri¬ 
bution. This aj>art, the smaller farmers, 
in particular, have not been able to 
mebilise enough cash or credit for 
investing in fertilizers. The survey notes 
that attempts are being made tc take 
care of these problems. The trade in 
fertilizers has been delicensed so that 
there is free movement and anyone 
may deal in them. It is believed that 
this would make for more adequate and 
timely availability of fertilizers. Second¬ 
ly, says the Survey, the nationalised 
banks will be providing nr ore resources 
to meet the credit needs of the smaller 
farmers. 

It seems to us that the Survey has 
not cared to go deeply enough into this 
marier. The excuse that it is only a 
survey may, no doubt, be pleaded on 
its behalf. But even so, it has tended to 
over-simplify the problem to an extent 
which is not justified by the gravity of 
the situation. It may be rwalled that 
the Fertilizer Credit Committee of the 
Fertilizer Association of India, which 
had studied the subject at some leng^, 
took a view of the issue of credit facili¬ 
ties for fertilizers which was far less 
complacent. 

That committee which had for. its 
chairman Mr B. Venkirtappiah, now 
Member of the Flamiing Commisrion, 
reported in February 1968 and, at that 
rime, the nationalisarion of the leadii^ 
oommneial banks was a blennng that 
still belcmpd to the future. The oomoo- 
ttee thereioie did not have .riie advan¬ 
tage that the authors of this Sumy have 
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as a 

paaaom.' Sb any oase, Uie conjiiittee 
baiog itidf on tfw lea&ties th« rural 
cn^irsitnitlait tndtlie particular needs 
tto fertU^^ trade, reodmmendad 
that how institutional arrangements 
he ffliade in the form of a fertilizer credit 
cuarantM ccHporation to mobilise the 
Uunga^le CTMit assistance that was 
clearly needed for financing a country- 
wide pR^anune of carrying chemical 
nutrients to the smaller holdings of less 
than five acres which are fanned by 
nearly three out of every four agricul¬ 
turists in the land. Are we to infer 
from what the Economic Surv^ has 
said, as well as from what it has not 
said, that the Government of India is 
not too enthusiastic about this project 
and that it has ptrsuadtd itself that the 
natiomdisation of 14 leading commercial 
tmnks has made it unnecessary for a 
sperial credit facility to be established 
for assisting the progress of the fertili- 
zet programme? 

The Government of India, we hope, 
is really not labouring under any such 
misapprehension. Even assuming that the 
nationalised banks ate going to follow 
a dynamic pclicy of rural credit, such 
as has not adopted or even contem¬ 
plated so far, the need for a fertilizer 
credit guarantee corporation on the 
lines recommended by the Venkatappiah 
committee would still remain. In fact, 
the more liberal a credit policy for 
fertilizers the nationalised banks de¬ 
cide to follow, the greater would be the 
need for a guarantee corporation. This 
is for the reason that the corporation 
could make a significant contribution 
towards stabilising an ambitious ferti¬ 
lizer credit programme through a sys- 
ton of adequate guarantees and counter¬ 
guarantees which would marry the rei- 
quirements of prudent bank financing 
to the legitin ate credit needs of fertilizer 
eUstributors, wholesalers, sub-whole¬ 
salers or retailed. It is worth noting 
that die Veakatappiah committee de¬ 
sired that the guarantee corporation 
should serve distribution agencies in the 
co-operative sector as well as the pri¬ 
vate. 

The committee reported more than a 
year ago and although the present go¬ 
vernment at the centre has been riaim- 
iiig to be acting with a sense of urgency 
where questions of agricultural expan¬ 
sion are concerned, it has been surpris¬ 
ingly dilatory in. making up its mind on 
^ estabHslweiit of a fertilizer credit 
guarantee corporation. It is quite 
possible that tots delay is, in some part, 
duetointei^fflinisteriaihiokeringson the 
scope of a guarantee corporation The 
Hnahoe Ministry, it aipears, is toying 
with the ideaofa oredit guarantee corpo¬ 
ration whk^'vi^kl cover not only 
fiMilimira a whole range of 
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farm reqairements. The Mtohdry of 
Food uid Agriculture, on the craitrary, 
seeniffi to be against the conetpt of ah 
omnibus body of this kind. 'While 
the Fertilizer Credit Committee was not 
against the notion of the guarantee 
corporation taking up a few other 
re^onsjbilities, in addition to ferti- 
lizere, it made specific mention only of 
pestktdes in this connection. 

We are inclined to agree with the 
Mimstry of Food and Apiculture that, 
fertilizers being a relatively expensive 
input and therefore beyond the re¬ 
sources of small holding or small 
farmers, it should be given sp( cial con¬ 
sideration, such as can be efl^tively 
provided only through an institution 
concentrating its energies and resources 
in this single direction. It is possible, 
of course, that pesticides could be made 
an additional responsibility of a ferti¬ 
lizer credit guarantee corporation with 
advantage. But any further extension 
of the coverage and commitments of a 


body of thhf kind tni|^.t he atlNhtfivit- 
iog in its result! Ih any gum, the eeat- 
rat government would hot be justified 
in aUowing this rfififotenoe of opinion 
about the scope of the corporarion whidi 
seems to exist between the Finance 
Ministry and the Ministry of Pood and 
Agriculture to delay a dedskm on the 
main issue any further. For some time 
now we have been fisd on stories of the 
central government’s detire to co¬ 
operate with the US government in 
promoting the constructive and fruit- 
nil application of PJL-480 rup^ to such 
national uses as the liberalisation of 
credit facilities for agriculture Of the 
provision of more finandd resources 
for projects such as urban housing. 
It seems to us that the central cabinet 
could easily divert to the processing 
of these proposals some of the energy 
which it is now spending on Mr Dinesh 
Singh's mindles.* diplomatic aPivity 
against the functioning of the cultural 
centres of certain foreign diplomatic 
missions in our country. 


Tea in Bilateral Trade 


An important development in our tea 
exports is the increasing shipments to 
countries with whom we have bilateral 
trade agreements. These arc the 
USSR, other countries of east Europe, 
ihe UAR, Afghanistan, Tunisia, Sudan, 
Iraq and Jordan. According lo the Tea 
Board, the percentage of exports under 
bilateral agreements to total exports 
increased ^om 19.92 in 1960-62 to 
’0.54 in 1965-67 and to 30.84 in 1968. 
The trend is given in the table below. 

But it appears that the higher exports 
of our tea to the bilateral countr'es have 
been due not to any systematic efforts on 
our part but because of their anxiety to 
imp<^ more tea from whichever source 
It IS available. Neither the Tea Board 


nor any other organisation seems to 
have undertaken a market survey or 
publicity campaigns in these countries. 
But the time has come Am: India to make 
energetic efiorts «.o step up her lea ex> 
pwts to these countries. 

So far. India has been the maiu 
source of tea supply for most couatries 
cf east Europe. In 1968, for exanqile, 
out of 2’,7’7,000 kgs of tea imported 
into Russia, the shue of India was 
20,775,000 kg and that of Osyloa was 
only 2,041,000 kg. India has also been 
the chief supplier of tea to Czechotio- 
vakia, Yugtmvia, East Germany and 
Hungary. In these countries the share 
of Ceylon tea has been nil or negligible. 
But in Poland, Ceylonese tea seems to be 

(Quantity in thousand Kg) 


Destination 

1960-62 

1965-67 

1968 

USSR 

11,500 

21,066 ' 

22,’67 

Other east European countries 

929 

4,003 

’.506 

UAR 

16,084 

17,723 

8,946 

Other countries under agreements* 

12,075 

17,491 

29,462 

Total under bilateral countries 

40,588 

60 283 

64,281 

All raher countries 

163,139 

137,132 

144,159 

Grand Total (all exports) 

203,727 

197,415 

208,440 

Percentage of exports under bilatwal agreement 
to total exports 

19-92% 

30-54% 

30-84% 


^Indude Afghsmistan, Tonitia, Sudan,.Iraq and Jordan. 



as popular as Indian. M 1901 Boland 
imported 1,88^000 ksi litBa India and 
1,M4.000 kgs from Ceylon.. Bat bmlt 
India and Ceylon seem tOtoliave neglec¬ 
ted Romania and Bulgatiai^ In fact, 
oar Tea Board does not have, or has 
not bothered to have any figures re¬ 
garding the import trade of tea in 
Rumania. 

Among other bilateral countries also, 
Indian tea seems to be doing well though 
in Iraq Ceylon tea is more favoured. 
In 1967, v^ch is the latest year for 
which our Tea Board has figures, out 
of Iraq's total tea imports of 14,665,000 
kgs, Ceylon’s share was 12,855,000 
kgs and India’s only 1,798,000 kgs. Our 
position in the UAR has also received 
a setback in recent months. In 1966-67 
we exported to the UAR 18,570 metric 
tons of tea valued at Rs 118,94^,000 but 
in 1967-68 there was a decline to 
14,222 metric tons valued at Rs 
92,028,000 and to 10,458 metric tons 
worth Rs 61,155,000 in 1968-69. This 
fall was due to competition from Cey¬ 
lon whose tea exports to the UAR rose 
from Rs 6,541,000 in 1966 to Rs 
24,823,000 in 1967 and Rs 26,055,000 
in 1968. 

Our success in exporting more to the 
bilateral countries will depend to some 
extent upon our ability to increase the 
imports from them. But even afiowing 
for this factor, it does seem that we can 
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step up our t^a exports to tbme cowit- 
riN to fm higher mvds than what wa 
have adiieved so far. In many east 
European countries Russia 

the living standards »aie incnUrisi^ 
which offer scope (<» more tea ooa- 
sumption. The present level of tea 
consumption in these countries is veiy 
How and with appropriate and e&ctive 
propaganda, it riioald be posrible to 
increase our sales to them. For instance, 
Yugoslavia is having a remarkable 
tourist boom. Thanks to Belgrade’s 
imaginative approach, tourists from all 
parts of the world are flocking in in¬ 
creasing numbers to Yugt^avia. HVhy 
can’t our Tea Board uttbse this oppor¬ 
tunity to push up the sale of our tea to 
Yugoslavia. It has been suggested 
that the prospects in this regard are quite 
encouraging if a tea centre is opened 
at Drulvovnik, a famous tourist resort 
and if Yugoslavia is persuaded to buy 
her tea through the auctions in Cal¬ 
cutta and Cochin. It is stated that the 
CTC tea can have better sales m Yugos¬ 
lavia as it has strong liquonng proper¬ 
ties. y/o could also try to introduce 
tea bags and instant tea into Yuf>oslavia 
and other east European countries. 

Of late the union Ministry of Foreign 
Trade has been emphasising the need for 
finding new markets for our tea. It 
is now being realised that our excessive 
reliance on a few traditional markets is 
not desirable. The countries with 


MarohlO^ f99il 

wtom-'wib' 

good mofie for ? diyend^dim odr tet' 
exports. Bi wottb' 

MKiiv Cldiid tts be( 9 n xs^yiE^ 
tea tq. iridi' Earopeii'-'ln 
siqjplied 2,522,000 kgs of tea to 
Cxechoslovakia. East Ommanyi Hod- 
gary and Pited comparod to l,665,00fr 
^s in 1964. The par eapha consi^p- 
tion ot tea ia vety low in the onmtri^ 
with whmn we have bilateral ^pmsaents. 
For exatapto, the per capita Gonsumti- 
tion in 1965-67 was 0.10 kg m Russiat 
0.09 kg in East Gennany and fr.22 ll^ 
in Poland, In the same p^od it 
was 0.41 kg in Afghanistan, 0.99 
kg in Egypt and 0.77 kg in the 
Sudan. 

Our Tea Board and organisations of 
tea trade and industry should tbetefore 
give systematic attention to export mo- 
motion to these countries. The ^a 
Board, of course, should take theimtia- 
tive. It should conduct intensive man* 
ket surveys, imaginatively participate 
in fairs and exhimtions, invite leaaii^ 
importers from these countries to visit 
our teX gardens, and send out study 
teams to explore the expent prospects. 
Our embassies in these countries could 
be asked to take special interoit in this 
task since promotion tea is easier 
than many other commodities. Indian 
tea should get a firm foothold in these 
markets before new producers such aa 
east Africa make headway there. 
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The West Bengal Scene 

A CORRESPONDENT 


I 

end of a novel experiment 

In his address to ihc >Vcst Bengal 
legislative Assembly last month Mr 
DImvan. the Governor, referred lo the 
United Front government as **a novel 
experiment*’. Now that this experiment 
has ended, it will be worthwhile to exa¬ 
mine some of its novel aspects and their 
impact on the political and economic 
situation in West Bengal. Even a tyro 
in politics could foresee that a cabinet 
composed of 14 parties who had no 
common ideology except their hatred 
of the Indian National Congress could 
hardly provide efficient administration 
and sound leadership. Their experience 
in the previous UF government (1967- 
68) should have convinced them as well 
as the people that such a motley crowd 
of politicians could not function with 
any reasonable degree of discipline and 
dedication. Nevertheless, after the mid¬ 
term election in February 1969, once 
again the UF came back into power and 
its working has produced disastrous rc- 
yiilis for West Bengal. 

The resolution of the Bangla Congress, 
adopted on March 8, which called 
upon Mr Ajoy Mukherjee lo quit the 
government, blamed the CPlfM) for 
breaking the United Front. The reso¬ 
lution referred to the “atrocious, aggre¬ 
ssive, high-handed and fascist activi¬ 
ties of the CPI(My\ It said, “During 
the rule of the United Front, unbridled 
chaos and disturbances have taken 
place all over the state. The state ma¬ 
chinery has become the pathetic on¬ 
looker at almost all activities of vandal¬ 
ism and barbarism. The number of 
murders has increased and many wo¬ 
men have lost their honour at the rude 
and rough cadre of the CP1.(M). 
Looting, arson, rowdyism have become 
the order of the day. In fact, a reign 
of terror has been established by the 
CPI(M) in different parts of the state, 
including the metropolitan city of 
Calcutta,” 

The Bangla Congress is certainly not 
exaggerating when giving such a lurid 
picture of the situation in West Bengal. 
But it is clearly wrong when it throws 
the responsibility entirely oh the CPI(M). 
The oiher cemstituents of the United 
Front, .cspetially the Bangla Congress 
which provided the Chief Minister, are 
also nuKally and constitutionally res¬ 


ponsible for the chaos and misery that 
prevail all over West Bengal at present. 

In fairness to the CPI (M) it must be 
said that its behaviour in the Ministry 
has been exactly in accordance with its 
well known principles. It has never 
concealed iis contempt for the Consti¬ 
tution and has openly expressed its 
determination to wreck it in all possible 
ways. ThcCPl(M)’s altitude to other 
parties in the United Front has been 
the same as it was during 1967-68. 
No one can accuse the CPI(M) of saying 
one thing and doing another. It should 
be given credit at least for being consis¬ 
tent in its behaviour. 

Love for Power 

But the attitude of the Bangla Cong¬ 
ress and of Mr Ajoy Mukherjte in parti¬ 
cular has been difficult lo understand. 
Mr Mukherjee left the Indian National 
Congress not due to ideological diffe¬ 
rences but solely because he did not like 
some leaders of the syndicate notably 
Mr Atulya Ghosh. But he did not 
hesitate to embrace the CPI(M) 
although he has always had fundamental 
differences with its policies and methods. 
In his first phase as the Chief Minister 
0967-68), the CPI (M) not only did not 
co-operate with him but even ridiculed 
him publicly and insulted him on many 
occasions. Nevertheless — such is his 
love fof power—he once again agreed 
to head the United Front ministry with 
the same CPl(M) as the dominant part¬ 
ner. 

It was an uneasy coalition from the 
very beginning. There was much wrangl¬ 
ing over the distribution of portfolios. 
The Chief Minister felt unhappy that 
such a vital department as Home 
t^Police) was in the hands of the CPl(M). 
Mr JyotiBasu, on the other hand, did 
not like that Mr Ajoy Mukherjee, whose 
Bangla Congress had a strength of 
only 33 in the Assembly against the 
CPl(M)*s 80 should head the govern¬ 
ment. Mr Basu was determined from 
the beginning to assert his own authority 
and belittle that of the Chief Minister. 

It is interesting to note that soon 
after the formation of the United Front 
government the public were shrewd 
cnoi^h to judge that the man who 
really mattered in the cabinet was Mr 
Basu and not Mr Mukherjee, Business¬ 
men too realised this fact and acted 


accordingly. Thus, for example at the 
annual mtettng the Ttiaian fute 

Mills Association hdd in last April, 
it was Mr Basu who was the chief guest 
although as Home (Police) Miiiteter he 
had little to do with the problems of 
the jute industry. The chambers of 
commerce prepaf^ a detailed memQran<* 
dum on the incentives given by the other 
stale governments for attracting entfC^ 
preneUrs and handed it over fo Mr Basu 
and not to Mr Mukherjee although he 
was the Chief Minister in addition to 
being the Finance Minister. Mr Basu 
promptly tiled the memorandum pre^ 
sumably because he did not want to inter* 
fere in the other departments! When¬ 
ever factories were faced with the pros¬ 
pects of closure for want of orders or 
raw materials or due lo labour trouble 
It was to the Home Minister that they 
looked up for help rather than to the 
Chief Minister, or the Industries and 
Commerce Minister or the Minister of 
Labour. 

Mr Basil therefore had reason to feel 
gratified that the public and the busi¬ 
nessmen in particular had correctly and 
instinctively judged the strength of the 
CPI(M) in the state s adhltnistration. 
The Chief Minister began to feel un¬ 
comfortable that he could not make his 
influence felt in the government. Mean¬ 
while, V the taw and order situation 
both in Calcutta and in the districts 
rapidly deteriorated. Mr Mukherjee 
found that although he had been elected 
as the Chief Minister his authority was 
steadily slipping away. He felt hdpicss 
when he saw that the CPliM) was ruth¬ 
lessly using its vantage position to eiv 
trench itself in every sphere of ad¬ 
ministration and to paralyse economic 
life in the stale lo gain its political ob¬ 
jectives. 

Fast Proves a Failure 

When the Chief Minister found that 
his position had become very weak and 
that, apart from presiding over cabinet 
meetings, he was not able to exercise 
any kind of co-ordination or discipline 
over the ministries, the normal and 
natural course for him would have been 
either to resign or to assert his authority 
and reconstitute the cabinet. But did 
neither. He fasted for three days in a 
public park to draw the attention of the 
l>eople to the widespread violence that 
had been let loose in the state and his 
own helplessness lo check it. But 
the fast proved an utter failure. On 
the one hand, violent incidents conti¬ 
nued to incroast in numbers and in 
intensity and, on the other hand, Mr 
MukhegV further weakened his own 
position fn the government by the 
minner in which be sought to protest 
through fasting. 

The fast was obviously directed ajgainst 
the CPIiM) and Mr Basu in particular. 
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But Mr Mukheijoe;^ did not have the 
courage to admit it op«aaly. On the other 
hand, he rep^edly darified that his 
fast was not aimed at any party or indi¬ 
vidual but only agains|{ lawlessness — 
an explanation wbidi convinced no¬ 
body.' Mr Basu now began to defy the 
Chief Minister more openly and fre¬ 
quently than before. Then followed the 
prolonged correspondence between Mr» 
Mukheijee and Mr Basu over the powers 
and functions of the Chief Minister. 
Although their offices were situated in 
the Mtriters’ Building next to each other, 
they did not like to discuss their diffe¬ 
rences personally but preferred to ex¬ 
change lengthy letters which, inciden¬ 
tally, were all written in English 
although the United Front had pledged 
to popularise Bengali in administration. 

Mr Basu emphatically asserted that the 
Chief Minister had no powers whatever 
to interfere in the other departments 
and that whatever co-ordination was 
necessary had to be secured at the meet¬ 
ings of the cabinet or the United Front 
and not to be undertaken by Mr 
Mukherjee. He made it clear that the 
constitutional position was not rele¬ 
vant to West Bengal because of the 
peculiar circumstances in which the 
United Front came into existence. Mr 
Mukherjee, however, strongly disagreed 
and quoted chapter and verse to show 
that Mr Basu's position was quite un¬ 
tenable. He argued that as the Chief 
Minister he had the constitutional right 
to supervise the activities of other de¬ 
partments and co-ordinate the ir work to 
ensure discipline and efficiency. 

Significant Feature 

But apart from the arguments and 
counter-arguments, the most interesting 
and significant feature of the corres¬ 
pondence was the manner in which it 
was conducted. While Mr Mukheijee 
expressed himself in dignified langua^, 
Mr Basu showed no concern for official 
or political decorum. As leader of the 
Opposition for nearly two decades in 
the West Bengal Assembly, Mr Basu 
had built up a vocabulary of choice 
invectives which he mercilessly hurled 
at the Chief Minister. He openly accus¬ 
ed him of dishonesty and hypocrisy, 
curtly told him not to interfere in 
other departments and warned him of 
dire consequences if he did so. Mr 
Mukherjee sadly commented that even 
the declaration of war between two 
hostile countries was not done in the 
kind of language used by Mr Basu 
against the Chief Minister. 

Though the Bangla Congress has 
condemned the role of the CPl(M), 
it claimed, in its resolution asking Mr 
Mukherjee to resign, that the UF 
government had some “spectacular" 
achievements to its. credit. We shall 


discuss below what these achievements 
were and in ivhat sense they were 
spectacular. 

n 

ECONOMY IN SHAMBLES 

When the Bangla Congress claimed, 
in its resolution of March 8, that the 
United Front government had “some 
spectacular achievements” to its credit, 
it was perhaps referring to the substan¬ 
tial increase in the wages secured by 
large numbers of workers in the jute, 
tea, engineering and cotton textile in¬ 
dustries. But the workers did not get 
these benefits as a result of collective 
bargaining with their employers. On 
the other hand, higher wages were 
wrested from industries whose financial 
condition had been seriously affected 
as a result of the fall in foreign demand 
(as in tea and jute) or prolonged re¬ 
cession (as in engineering. The state 
government threw its full weight on the 
side of the workers without giving any 
consideration to the capacity of the in¬ 
dustries to bear the higher financial 
burden. But even after getting these 
big benefits, the industries concerned 
have seen no improvement in producti¬ 
vity or in discipline. Tn fact, there has 
'been a deterioration in both respects 
not only in these industries but in many 
others as well. 

The most serious indictment of the 
UF government is that it has systemati¬ 
cally and deliberately disrupted the 
economy of West Bengal. Though the 
Calcutta High Court had strongly 
condemned gheraos and declared them 
illegal, the ministers almost vied with 
one another in glorifying this practice. 
Gheraos were not the only tactics used 
by the workers with the blessings of 
the ministers. The workers resorted to 
other devices as well to terrorise em¬ 
ployers and force them to concede their 
demands. Employees in commercial 
firms also became militant and began 
to indulge in coercive tactics. That such 
practices succeeded very well is clear 
from the fact that many commercial 
firms who have closely identified them¬ 
selves with West Bengal for generations 
have been compellM to shift their 
offices to other states. Well-known busi¬ 
ness houses such as Birlas, Bajorias, 


Bangturs, Bipaqis. Jains, Jatans tmd 
Thapttrs haive not offiy Mopped taikihf 
imy interest ra investii^ in west Bengal 
but have idso turned tneir attention to 
. other regiotts 'where they cart work 
with seeuriiy and setf-iespeot. 

Even assuming that some emifioyrrs 
have not been enlightened enough in 
giving a fair deal to workers, there can 
be no justification whatever for the 
kind of agitation that is carried tm by 
the staff in commercial firms in Calchtta. 
One hns only to come to Dalhousie 
Square where are ^tuated some of the 
biggest finw to see abundant evidence 
of wanton vandalism and rude beha¬ 
viour by employees. Sino; their de¬ 
mands in moist cases have evoked the 
support and sympathy of the govern¬ 
ment, the employees could haVe con¬ 
ducted their agitation with some 
restraint and dignity since, sooner or 
later, they are bound to get their claims, 
provided they are reasonable, ctmeeded 
by the management. But the employees 
have thrown to the winds all leiptimste 
means of agitation and freely resorted 
to abuse and assault to terrorise the 
employers and force them to yield to 
their demands. Where they have been 
unable to concede the demands, the 
factories and offices have been closed. 
The official figures given in fhe tabic 
below show the trend in industrial 
disputes. 

Flight of Capital 

These figures do not and cannot bring 
out the agony and anxiety felt by em¬ 
ployers (and, in some cases, by their 
families as well) as a result of terror 
tactics of workers. Even if the new 
government of West Bengal somehow 
succeeds in providing security to em¬ 
ployers, the climate for investment can 
never be the same as it was until about 
two years ago. The United Front’s 
policy has led to the fright and fli^t of 
capital which is bound to aggravate the 
already acute problmn of unenploy- 
ment. 

Provision of jobs was one of the most 
fundamental objectives of the Untied 
Front. But jt has not only not succeeded 
in providing more employment but 
what is most unfortunate Is that it has 
deprived thousands of people of their 
jobs by creating conditions that led to 


NUMBER OF INDUSTRUL DISPUTES IN WEST BENGAL 


Stoppages 
Workers involved 
Man-days lost 


1967 1968 


438 417 

165102 2634S0 

501S8S2 6722548 


Jaouaiy to September 
1968 1969 


360 710 
227778 645187 
5517622 8541^303 



the dmwf of ofitoes and factories. 
ThiD VP complicated the prob- 

tern of unemployment by creating chaos 
in education at all levels. It has been 
alleged that the management commi¬ 
ttees of hundreds of schools have been 
packed with coniirmed communists. 
There have been numerous instances of 
headmasters of schools and principals 
of c*oHcges being forced to submit their 
resignations by rioting students. Uni¬ 
versity classes in Calcutta and other 
places in West Bengal have become cen¬ 
tres of intrigue and violence and there 
is hardly any kind of education worth 
the name being imparted in most classes. 
The UF leaders do not realise that by 
playing politics with academic life, they 
are preventing the future citizens of 
India from equipping themselves to get 
suitable employment. Thus by disrupt¬ 
ing industry on the one hand and dis¬ 
locating education on the other, the 
United Front has done a distinct disser¬ 
vice to the youth of West Bengal, 

Depressing Picture 

An official review which was released 
at the lime of the p^esemation of the 
slate budget last month has given a 
depressing picture of the economy of 
West Bengal. It highlights the decline 
or stagnation in produciion in many 
industries such as jule, iron and stool, 
tea, paper, paint and varnishes. Pro¬ 
duction of juie textiles which was 
11.6 lakh tonnes in 1967 against 11.2 
lakh tonnes in 1966 fell to 10.8 lakh 
tonnes in 1968. In the first six months 
of 1969, as compared to the corres¬ 
ponding period of the previous year, 
there was a further downward movement 
in production. The iron and steel 
industry has not yel recovered from the 
set-back in production during the past 
few years. Production of tea fell from 
97.2 million kgs in 1967 to 96.7 million 
kgs in 1968. Production during the 
first five months of 1969 showed only 
a small rise compared with that of the civ- 
rresponding period in 1968. Production 
of paper fell sharply from 129.3 million 
kgs in 196710 121.3 million kgs in 1968. 
Production during the first six months of 
1969 was almost half of that during the 
corresponding period of 1968. Produc¬ 
tion of paint and varnishes which 
corded a rise of about 6.1 per cent in 
1967 showed a reverse tmnd in 1968 
with a sharp fall of about 18.4 per cent 
from the figure for the previous year. 
Production of coal remained practically 
steady at 20.07 million tonnes in 1968 
as compared to 20.03 million tonnes in 
ihc previous year. 

West BengaPs financial position also 
has beppine unsatisfactory. The budget 
for I970-71 has revealed an overall 
defidt of Its 15.51 crores —Rs 6.11 
crores on revenue account and Rs 


EASTERN ECONOMIST 

9.40 crores outside the revenue account. 
Together with the negative opening 
balance of Rs 25.06 crores* there is an 
overall negative closing balance of 
Rs 40.57 crorc; for 1970-71. But no 
new taxes have been proposed for 1970- 


Thc United Front had no time to give 
attention to the proper working of the 
stale govenimcnt undertakings. As a 
result* many of them such as the Greater 
Calcutta Milk Supply Scheme* industrial 
estate in Kalyani, Central Engineering 
Organisation in Howrah, wood industry 
centres, Brick and file Board, stale 
transport services. Durgapur, saw mills 
at Siliguri, Oriental Gas Company, and 
the Mechanised Brick Factory continue 
to incur large losses. For example, the 
Greater Calcutta Milk Supply Scheme 
is estimated to lose Rs 1.20 crores in 
1970-71 compared to Rs 97 lakhs in 
1968-69. The financial position of the 
Calcutta State Transport Corporation 
and the tramways company also conti¬ 
nues to be highly chaotic while the 
efficiency of their services deteriorates 
day by day. 

Thus, while many slates such as Pun¬ 
jab, Maharashtra and Tamil Nadu have 
been marching ahead in industrial and 
agricultural production and in creating 
new employment, the economy of West 
Bengal not merely stagnates but shows 
signs of serious disintegration. This is 
having its inevitable impact on the civic 
service in Calcutta. Much is often said 
about the neglect of the city of Calcutta 
by the central government. New Delhi 
is constantly reminded that Calcutta 
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is a national city and that itx develop¬ 
ment should be the responsibHiiy of 
the entire nation. But when Qilcutlans 
themselves show so little concern for 
the betterment of their cUy and the 
slate government has little time for 
constructive work* what can the centre 
itself do to save Calcutta from disas¬ 
ter? If conditions in Calcutta continue 
to appall — the report of the Pearson 
Commission has drawn a gruesome pic¬ 
ture of this city — it is not so much due 
to the lack of finance or foreign ex- 
chaneje as because of the lelhcrgy and 
indifference of the stale government 
and other local authorities, 

It is a pity that the United Front has 
done nothing positive to improve Cal¬ 
cutta. On the other hand, it sabotaged 
a scheme which Calcutta’s businessmen 
had prepared for the city’s development. 
The scheme envisaged a Metrofioliran 
Calcutta Corporarion to which the 
share capital would be subscribed 
jointly by the stale government and 
the private sector. The Corporation 
was to underiakc the planning and 
execution of municipal development 
scheme. Commenting on Ihc failure 
of I his scheme, Mr J.M. Parsons, till 
recently President of the Bengal Cham¬ 
ber of Commerce and Industry, said on 
February 20, 1970: “The schme foun¬ 
dered mainly because of the state go- 
vcrnm.ml’s claim that there were al¬ 
ready public organisations which could 
underiakc such work without the forma¬ 
tion of an entirely new institution. 
Basically, however, 1 believe that the 
failure of the proposals was due to mis¬ 
trust of the private sector by the slate 
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goverjinient, and the arpnniems against 
the scheme entirely missed the point 
that a joint venture of this kind could 
harness the skills and tjhe executive 
abilities of the private sector«‘and could 
avoid the delay and bureaucratic 
methods which appear to be insepara* 
hie from state-run institutions. It is 
great pity that the idea was not pro¬ 
ceeded with, for 1 believe that a joint 
corporation of this kind could do much 
to raise hnance and put it to effective 
use, and 1 think that’t is still not too 
late to give it a chance." 

Mr Jyoli Basu recently declared that 
if steps were not taken to cnccurage 
investment in West Bengal, the state 
would soon be converted into a desert. 
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This b ind^ a »ad oommaitaiy on 
the UF administration. But the econo- 
mic prosperity of West Bengal cannot 
surely be left entirely in the hands of the 
constituents of th<' United Front. If 
peace and production in West Bengal 
suffer, it wilt have an impact on the 
eastern region and on the country as a 
t whole. According to the Pearson Re¬ 
port, Calcutta handles 42 per cent of 
India’s exports, 23 per cent of hrr 
imports, produces 13 per cent of ber 
manufactures, and provider H per cent 
of her higher educatioT.ai capacity. 
How is it then that New Delhi has been 
a silent spectator all these months when 
this strategic state has been subjected 
to deliberate disruption with political 
motives? 
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|>FOvi»bns and tinit. too . boMibe ^ 
mvestment bi thesb will: be moie^ tluut 
one CTore of rupees per iinit Amoi^ tiw 
de^keased industries for which Pcenoes 
will have to be taken out nm/ iaiu: 
pinKr; (ii) newsprint; (iii) cohent; 
(iv) tractors; (v) a^cuttural mat^aei^; 
and (yi) continuous'casting machines. 

It is by no means clear that the‘new 
policy will succeed in its oli^tive of 
throwing up new entrepreneurship or 
st^iung up industrial growth. Even 
the founder^president of the Federation 
of Associations of Small Industries, 
Mr A.R. Bhatt, has pointed out, that tfae 
mere reservation of certmn fields of 
production for small entrepreneurs or 
restricting the entry of big^r entre¬ 
preneurs into small and medium sector 
industries cannot produce an economic 
miracle. Such a step can be effective 
only if raw materials, both indigenous 
or imported, are available in adequate 
quantities and at reasonable prices. 

Ifthe growth of larger industrial houses 
producing raw materials is sought to be 
restricted through licensing in the exer¬ 
cise of which regulation strictly econo¬ 
mic considerations are not always 
allowed full sway and poUtica] conside¬ 
rations do creep in, the result will not 
only be that industrial growth will lend 
to stagnate, but also the already high 
cost economy will become costlier. 
And if in the interest of keeping the 
prices of raw materials at reasonable 
levels the economics of the producing 
units is allowed to be jeopardized 
through unreasonable price controls or 
other such factors, the dama^ which 
the new policy will do to our industrial 
growth can indeed be immense. The 
cmnplete divorcing of larger industrial 
units from consumer industries will 
undoubtedly affect their profitability. 
This wilt hinder their capacity to invest 
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New Industrial Policy: Pluses and Minuses 
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Only legal pundits can pronoiincc 
judgment on whether or not the stipu¬ 
lation in the new industrial policy that 
the larger industrial houses, foreigh 
concerns and dominant undertakings 
will have to take out a licence if they 
want to set up a unit in the dc-Ucensed 
sector where the total investment does 
not exceed one crorc of rupees, violates 
the constitutional provision that only 
reasonable restrictions can be placed on 
the freedom of the citizens of this 
country to practise any profession or to 
carry on any occupation, trade or busi¬ 
ness. But there is no denying the fact 
that the new policy aims at giving a new 
direction to our industrial structure. 
It wants the established business houses 
to venture primarily into the fields of 
heavy investment and those which arc 
beyond the technical competence of the 
small and medium entrepreneurs, leav¬ 
ing a major segment of our industrial 
economy to the care of smaller entre¬ 
preneurs. 

The argument here apparently is 
that, if our industrial, growth has 
to proceed on sound lines, it is desirable 
that the established industrial houses, 
which can supply technical skills for 
producing sophisticated products either 
on their own or through procuring 
them from abroad, should concentrate 
on the more difficult lines of production, 
instead of frittering away their talent 
and resources on producing something 
which even the less experienced can 
produce. 

The clarifications of the new policy 
issued by the Ministry of Industrial De¬ 
velopment a few days ago (these arc re¬ 
produced in the H^rds and Statistics 
section of this issue) make it abundantly 
clear that the scrutiny of projects even 


in the de-Iicensed sector is not always 
dispensed with. If the foreign ex¬ 
change component of a venture costing 
not more than one crore of rupees ex¬ 
ceeds 10 per cent of the capital cost or 
if the annual raw material and compo¬ 
nents requirements of such a venture 
arc more than three per cent of the turn¬ 
over or three lakhs of rupees, which¬ 
ever is more, scrutiny will lake place 
indirectly at the level of the Directorate- 
General of Technical Development or 
the import control establishment. 

In the case of expansion of the existing 
units also the exemption from licensing 
is to be provided only if the additional 
investment docs not exceed one crorc 
of rupees and the overall investment, 
including the existing one, does not go 
beyond Rs 5 crorcs and also if the other 
criteria such as the unit to be expanded 
docs not belong to the larger industrial 
liouses or lo the category of forcign- 
owned and dominant companies and 
the criteria concerning foreign exchange 
requiremmts arc satisfied. Further, 
with the lairing of the managing agen¬ 
cies on April 2, the licensing provisions 
of the new policy may have to undergo 
substantial changes; a clear picture in 
this regard may not emerge till the 
Monopolies and Restrictive Trade Prac¬ 
tices Bill is put on the statute. Ulti¬ 
mately, the definition of group industries 
as contained in the Monopolies .Act will 
become operative for the purposes of 
the new industrial policy. 

The provision in the new policy for 
the re-licensing of industries which 
had been de-lioensed since 1966, 
suggests, on close senutiny, that, of the 
total 41 industries which were on the 
de-licen$ed list, not more than six will 
fall within the purview of the licensing 



ia ibe inv^iitieiit sector or the 

Apart from what has been sa*d above, 
the more dangerous indications of the 
new^ pplicy «»; (0 the ri^t bring given 
to the anancial instituticMis to 

cogyert their loans into equity so as to 
enable then to have an effective say in 
tin* alfoirs of the loanee coni^nies; 
and <ii) the yet undeclared intention to 
ultimately i^uce the Rs tS crores 
definetion for larger industrial houses to 
Rs 20 crores. 

The financial institutions will be re¬ 
quired to exercise the right of convert¬ 
ing then: loans into the equity capital 
of the loanee companies within a period 
of five years and once this option has 
been exercised, it would not be revoked. 
In view of tbe paucity of the managerial 
talent at the disposal of the financial 
institutions, this right presumably will 
be exercised in cases in which the finan¬ 
cial institutions think their loans are 
not being Judiciously utilised or the pro¬ 
fitability is more than the interest rates 
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chargeable on the loans. In principle, 
there rannot be any objection to this 
provision also. But if the effective say 
means that the financial institutions are 
to be provided with veto pbyiier in the 
affairs of the loanee companies in re¬ 
gard to such matters as the recruitment 
of pemnitel with salaries above a cei • 
tain limit, the appointment erf* the sole 
selling agents, large purchase contracts, 
etc., even though they will not be hav¬ 
ing controlling interest in the company 
concerned, it will amount to treading on 
the rights of the other shareholders or 
the sponsors of the undertaking. With 
the nationalisation of the 14 leading 
commercial banks in the country, the 
contribution of public financial insti¬ 
tutions to the capita] of industrial 
undertakings apparently has gone up 
substantially. In efiect, the above move 
will amount to back-door nationalisa¬ 
tion and that too not with controlling 
but with just a substantial interest in an 
undertaking. 

The lowering of the assets limit for 
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definiag laife iudustrial.htMitwsi from 
the present Rs 35 crons to Rs 20 crores 
vriil widen the area of licetising con¬ 
siderably even ff after tbe lapse Of the 
ihanaiing agency system, some in¬ 
dustrial houses loose control over some 
of their presently controlled companies. 

The rigour of this provision can , well 
be brought out by just pointing oui the 
fact that as a result of the persistent up¬ 
trend in prices over the last 13 years 
or so, even a couple of moderately big 
units producing sophisticated articles 
will be costly more than Rs 20 crores 
in land, equipment and machinery. If 
the growth of even such units in the 
allied fields of manufacture is to be 
controlled rigorously, the industrial 
growth can surely be jeopardised The 
new units apparently vriil also he at a 
disadvantage compared to the already 
established ones as the investment at 
the time of setting up these units is to 
be taken into consideration for cal¬ 
culating the aggregate assets of the 
grouped companies. 
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HCCI ANNUAL S^SStON 
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A Dialogue of Sorts 

THE EDITOR 


An analysis, not solemn but still seri¬ 
ous enough, of the Prime Minister’s in¬ 
augural address at the 43rd annual 
session of the Federation of Indian 
Chambers of Ctmimsrce and Industry, 
which was held in New Polhi over 
the week-end, seems to offer some tempt¬ 
ing possibilities. 

Mn Gandhi: In a sense the regiila- 
lations and controls which we maintain 
are not directed at any particular sec¬ 
tion of the community. Much less are 
they maintainea as an end in themselves. 
Antisocial elements are to be found in 
all sections of the commmity. We 
must deal with them without fear or 
favour and I do realise that it dee^ not 
help to generalise or to tar entire groups 
with the same brush. If we want to 
build .up monagerial and entrepreneurial 
talent on a large scale, unlimited freedom 
cannot he allowed to those who are al¬ 
ready well-established. 

The Prime Minister, it may be noted, 
does not state that regulations and 
controls are not directed a^inst in¬ 
dustrial expansion or economic growth. 
She merely asserts that they are not 
directed at any particular section of the 
community. Does she understand 
what the complaint is about? 

Anti-social elements, she infonns us, 
arc to be found in all .sections of the 
community. Controls, we presume, are 
the police force for dealing with anti¬ 
social elements in the business commu¬ 
nity. May we take it that the govern¬ 
ment has finally made up its mind on 
what controls are for and that we will 
hear no further talk at least from the 
Prjme Minister or her party of controls 
being the grand mechanism for mobilis¬ 
ing n^urces and applying them to 
priorities of development? 

\vc must deal with anti-social ele¬ 
ments without fear or favour, says the 
Prime Minister. Let her, by all means, 
do so. not forgetting West Bengal. In 
the next sentence she declares that 
unlimited freedom cannot be allowed 
to those who are already well-estab¬ 
lished if wc want to build up manage¬ 
rial and entrepreneurial talent on a 
large scale. A sound «ientimcnt no 
doubt, but what has this got to do with 
what .she had been saying immediately 
before about controls and anti-social 
elements.'’ A case of poor drafting per¬ 
haps, o.’ could it be a case, again, of 
stray thoughts,.' 

Mrs Gandhi: We are not opposed 


to largeness in itself.' At the same 
time, efficiency does not always or 
necessoiilp increase with size. Also 
we cannot overlook the fact that many 
large enterprises set up in the country 
have had to draw more heavily on pidtiic 
firumciol institutions than on resources 
which they themselves raised. It is net 
unreasonable to expect that an enter¬ 
prise which draws on the resources of the 
public a' large should tUso he prepared 
a share numogement with government 
or financial institutions and Ik ready to 
expose itself to the p>iblic gaze. 

We may readily accept the Prime 
Minister’s word thaf’we are not opposed 
to largraess in itself”. How could it be 
otherwise, looking at the size of go¬ 
vernment departments or ministers’ 
residences, including lawns? The size 
of the working committee of the ruling 
party, including special invitees, is 
also further proof that ‘they’ cannot 
be “opposed to largeness in iUclf”. 

Atout public financial institutions 
making loans to large enterprises, what 
are the former for? For breeding white 
tigers (and white elephants)? Again, 
is it not part of the government’s socia¬ 
list thesis that it should acquire a emn- 
manding position in mobilising private 
savings and directing them into channels 
of development? Is it not clear that 
business enterprises, whether large or 
small, are only playing their humble 
part, willingly or unwillingly, in this 
grand process when, finding themselves 
denied normal access to voluntary sav¬ 


ings in the oommdidty, kuedir 
at the doom of piiMic uumcihl ^nsttttH 
tions as they are meant to? 

Again, is it unreasonahto to ex|>ect 
that, considering the powers, oiHpOrtti- 
nities and machinmy the gownnmenf ai- 
teady has for exercising reasoiiaNe aiaid 
legitimate supervision over the conduct, 
general or even particular, of industries 
m the private sector, there is hardly 
any useful purpose to be achieved by 
the government or public financial 
institutions wanting to “share manage¬ 
ment’’. without having any obvious 
qualifications lor doing so? 

’ MrsGmifflii: Mr President, you have 
expressed some coneem about the role 
of the public sector in the aountry's 
foreign trade. Many traders operate on 
margins very much lower than In other 
countries. At the same time, I know that 
in some sectors of inerts, the profits 
available to imponers are dis^opor- 
tionately large. Many of you must be 
conscio'is of the inadequacies of our 
commercial set-t^, as it now obtains in 
our country, to meet the challenges of 
the seventies. I doubt whether our 
importers are always able to buy from 
the best source or to use our buyhig 
potential to advance our national inte¬ 
rest. Similarly, our capability to take 
advantage of expanding export trades 
needs to be built up. It Is our policy to 
use the public sector to make good these 
deficiencies and to induce and organise 
individual initiative so that we can de¬ 
velop our foreign trade along efficient lines 
and to the best national advantage. 

Wc know that she knows that in some 
sectors of imports, the profits available 
to importers are disproportionately 
large. In fact, we know a lot more. 
For instance, about what happens 
to these profits when imports are pro¬ 
cured by goveriunent trading corpora- 




tieivi to ravottritt or politi- 

colly part-time bUHinesanen. 

Many us are certainly conscious 
of t|te jjaadequacy of our eommereial 
mt-uip as it now obtains in our country. 
Many ipbre are even more conscious of 
the inii4ecittadm. of the public sector, 
whether in industry or trade. 

Mbt CSuM: In India there is room 
for Mtiative and enterprise for every 
section the commmity. 

Excqit, of course, those sections 

Accent on 

iHAUOUnATiNG tHE 43rd annual session 
of the Federation of Indian Chambers 
of ^mmerce and Industry in the capital 
on March 14, the Prime Minister. Mrs 
Indira Gandhi, laid emphasis on the 
role of the government in reconciling 
differences among different sections of 
society so as to serve as an instrument 
of orderly and peaceful progress. She 
said that the r^ulations and controls 
which were maintained were not direc¬ 
ted at any particular section of the 
community; they were also not main¬ 
tained as an end in themselves. They 
vrere designed to deal with anti-social 
elements which were to be found in all 
sections of the community though she 
hastened to add that it did not help 
“to generalise or to tar entire groups 
with the same brush.’’ 


Sharing Management 

Regarding large business houses she 
expressed the view that efficiency did 
not always or neceswily increase with 
size. Also many large enterprises set 
up in the country had to draw heavily 
on public financial institutions and there¬ 
fore, in her view, it was not unreason¬ 
able to expect that such enterprises 
should share ' managment with the 
govemmerit or the financial institutions. 
Regarding profits, she said that the need 
and the justification for every industrial 
enterprise to make profit was not ques¬ 
tioned, though in her view lltese profits 
should be based on efficiency and not 
merely on the ability to charge prices to 
the consiuners without hindrance. 
She added that this was all the more 
necessary in a country where because 
of foreign exchange difficulties the do¬ 
mestic industry could not be subjected 
to the full competition of imports. 
Even in those cases where imports were 
allowed, the government levied high 
duties in the interrat of domestic pro¬ 
duction. She came to the conclusion 
that the burilen. of protection was borne 
by the Ordinary consumer and ihraefore 
he (i,4, the Consumer) laid a right to 
expeet that ffiis burden was hOt un- 
reaspNbiii. ^lt was in tbe%ht of these 
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which have already dmorntrated thfh 
initiative and enterprise. Mritness the 
government’s industrial licensing policy 
or the proposals relating to. direct taXar 
lion in the latest central budget. 

Mrs Gandhi: Ail greut human socie¬ 
ties are the erention not of prof iteers hut 
of dreamers _ 

Let us thank our stars that we have 
no dreamers among our politicians, but 
only profiteers. 

Harmony 

developments that the government had 
to resort to price controls for basic 
essential items from time to time. The 
government could not. under these 
circumstances, dispense with price cont¬ 
rols and other rcpulatorv mechanisms. 

She deprecated profits sustained for 
a few people by special arrangements 
such as selling agencies and managing 
agencies. According to her, they had 
no place in modern industry. The in¬ 
dustry today, she said, has to compete 
both at home and abroad and must 
“justify its profits in terms of quality 
rather than manipulative talent’’. 

Discussing the improvement regis¬ 
tered in regard to exports of engineering 
goods and ot her new products, the Prime 
Minister opined that our country had 
succeeded m breaking out of a long 
period of stagnation and could look 
forward to a steady increase in export 
earnings. The only anxiety, she said, 
was the welcome revival in domestic 
demand which might tempt some who 
had contributed to this country's suc¬ 
cess in overseas markets, to confine 
themselves to the home market. This 
temptation would need to be resisted. 
No good entrepreneur, she .said, would 
wish to .sacrifi.re long-term interest for 
the sake of short-term profits. 

Production for Export 

The Pr.me Minister also stressed the 
necessity of keeping production ahead 
of domestic demand if the recent roo- 
memum of this country’s export effort 
was to be maintained. It was in view 
of this reason that, she added, the re¬ 
cent industrial policy statement had put 
increasing emphasis on production for 
exporis. She was of the view that our 
earnings could be substantially increased 
through such exports as cash crops, 
fruits and flowers, forest and .narine 
produtXs and mineral ore. She was 
confident that these primary products 
could.be uicreasmidy exported in mo- 
crssrd or finished for xt as put rapatidtra 
labour force ‘*is, endowed with tradt- 
tiohal dexterity add skills 48 also with 


569 

the capacity to iinUbe mddent ' teditto- 

Reforrtng to the rote of the public 
sector in our country’s forrii(pi trade, 
she expressed doubts if our importen 
were always able to buy from the brat 
sources or were able to use our buybiK 
porenthil to advmKC our Qatkmill 
interest. She said that it Was the 
pdlicy of the government to use the 
public sector to make good some of 
the deficiencies in our foreign trade 
mechanism and to develop the foreign 
trade of this country altmg efficient 
lines and to the best national advantage. 
She agreed with the FICCI president 
that there was need for improvement in 
the commercial infrastructure of this 
country so as to sustain our export 
drive. 

The Prime Minister discussed the 
problem of unemployment of educa¬ 
ted young people, spraially those who 
had undergone technical courses. In 
this connection, she praised the initia¬ 
tive taken by some industrial houses 
in giving practical training to technical 
graduates which would help thran to be 
absorbed later in industry or would 
enable them to set up small industries 
of their own. The government on its 
part has shown its appreciation of this 
more in a concrete form by bearing 50 
per cent of the cost. She expressed the 
hope that more leaders of business and 
industry would take up similar schemes. 

Presidential Address 

In bis presidential address Mr Ram- 
nath A. Podar stressed the need for stimu¬ 
lating the output of raw materials and 
consumer goods “through intensive 
outlays” by public and private sectc}'.s. 
He said that for one reason or another 
sizable investments in industry had not 
been taking place during the last few 
years. Commenting on the latest budget, 
he said that the steep rise in wealth tax 
and personal taxation rates might not 
leave sufficient savings in the hands of 
entrepreneurs and investors to invest 
in new industries. 

Mr Podar expressed the view that the 
recent policy directives i.ssued by the 
Reserve Bank of India were likely to 
affect the pace of growth in industrial 
production through reduction in credit 
facilities as the general credit creating 
capacity of banks has been reduced by 
requiring them to invest additional 
funds in govranment securities. Also 
definite restriction put on advances 
against ritares and other commodities 
was likely to worsen the investment 
climate, in the country which was al¬ 
ready pot quite encouragiingx 

DiscussiPg the operation of controls 
and hsensing in our economy, Mr Podar 
suggested that roptrols should be i;e- 
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placed by a system bS^centives and dis> 
incentives especially at the present 
time “when there is greater resognition 
than ever before of the, beed to secure a 
higher rate of economic growth". 
He however welcomed the recent steps 
taken by the government in relation to 
foreign travel and i^ustrial licensing, 
in particular the raising of the exeffl|:i^ 
tion limit in respect of an mduslral 
license from Rs 2S lakhs to Rs 1 crore. 
He also added that the benefits of libera¬ 
lisation would be offset to the extent 
that development by the so-called lar¬ 
ger houses would be restrained. The 
most over-riding handicap according to 
him was the provision relating to equity 
participation by financial institutions in 
the capital structure of private sector 
companies. ‘Tf the financial institu¬ 
tions assume the right to convert loans 
into equity, not only the capital struc¬ 
ture of *he borrowing companies will 
become unbalanced, but such funds of 
the financial institutions will get 
blocked”, added Mr Podar. 

Mr I^>dar made a pointed reference 
to the recent discussion on monopolies 
and large business houses. He said 
that the Federation had always main¬ 
tained that the smaller units should be 
given incentives, facilities and en¬ 
couragement to develop but he failed 
to understand how a ban on the large- 
scale industries would create opportuni¬ 
ties for the small-scalo sector. Mr 
Podar also referred to frequent men¬ 
tion of nationalising one industry or the 
other “in quarters very close to govern- 
ircnt” after the nationalisation of 14 
n-qjor banks. How could progiros be 
recorded in production or in distribu¬ 
tion wlwn this threat of transfer of 
ownership of industry remained, he 
asked. Mr Podar ended his address on 
a hopeful note; “As businessintn. we 
are responsible, foi a good bit of the 
economic activity of the nation, and 
we have a sp“cial burden to bear. >Ve 
have to work more and produce more, 
so that our fellow citizens have greater 
and better opportunities. We should 
continue to do our best to strengthen 
the forces of developrocm. and to 
extend the frontieis of weltan". 

the resolutions 

The foll<'.wing three resolutions were 
passed by the Federation of Indian 
Chambers of Commen* and Industry at 
the 43rd annual session held in the 
capital beiwcen March 14 and 16. 

Prospects & Problems in Comhig Decade 

The Indian economy at the threshold 
of the decade is poised for a rapid ad¬ 
vance. However, certain steps have to 
be taken both by government and in¬ 
dustry to overcome some of the imme¬ 
diate problems which the country may 
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have to face. Important among these 
are population explosion, unopplpy- 
ment, export promotion qnd law gnd 
order situation 

The Federation firmly believes that 
most of these probkms can be solved 
primarily by accelerating economic 
development. It is equally necessary 
to control population growth and, for 
this purpose, government and industry 
have to undertake positive measures on 
a large scale. Family ifianning schemes 
have to be brought within the reach and 
knowledge of all sections of the people. 

To fulfil the immediate social needs 
and alleviate unemployment, among 
other things, a crash programme of 
massive road construction, house build¬ 
ing and slum clearance must be under¬ 
taken. However, the basic impetus will 
have to come from the growth of in¬ 
dustries at ail levels. There has to be 
special emphasis on mass production 
and effective competition with a view 
to reduce costs and prices. Towards 
this end foreign technology must be 
fully utilised and. at the same time, 
indu.«try must also promote research 
within ihe country. 

The requisite infrastructure has to 
be built and an adequate supply of 
foodgrains and other raw materials 
maintained. Hitherto we have paid 
greater attention to our food crops 
which, fortunately, have increased sul^ 
tantially. There is need now to devote 
more effort than in the past to the pro¬ 
duction of cash crops which arc the 
basis of major industries in the country 
and which also have an export potential. 
The progress of both industry and 
agriculture will have to be supported by 
investments in electricity generation 
and distribution, efficient and speedy 
communications and transport. 

It is obvious that fiscal and monetary 
policies will have to be such as to gene¬ 
rate greater resources in the hands of the 
people for productive investment. The 
financial burden of the programmes can 
be definitely reduced through policies 
and measures which put the highe.<it pre¬ 
mium on productivity, efficiency and 
cost reduclion. 

The economy in the 1970s will have 
to accomplish a basic transformation in 
its structure. An overall annual rate 
of growth of 7-8 per cent will be possible 
if a steady advance of 6 per cent is 
maintained m agriculture and about 
12 per cent in industries, —large, medi¬ 
um and small — with a co.nmensurate 
step up in infrastructure facilities. It 
is necessary to m^ consumer demand 
which will grow in volume as well as 
in diversity. 

The acceleration of the rate iff growth 


I^suiues tliat th< coiiiiise of the eopniginy 
will be jfiee and will not be blocked vf 
pdi^ restraints. This pnrticujlifti'Iy- 
pnlis for ^rahlni&ing of probeduiM fra* 
industrid licensing Una Op^iflig up 
opportmuties to nil tjjpes of udustura. 
TO the extent expansion of 'industtthl 
units results m cost and price reduction, 
it should be encouraged. There iliould 
be positive incentives for: people ‘to 
work, save and invest. The ea{Htal 
market must also be made more active 
and responsive. 

The need to maintain law and order 
IS fundamental as without it there can 
be no progress. In this behalf not 
only the authonties but all responsible 
sections of the public should exercise 
the greatest vigilance. 

In short policy must be geared to 
create a psychology of vigorous growth 
to stimulate every phase of activity in 
our national life. 

Fiscal and Monetary Policies 

The Federation welcomes the state¬ 
ment of the Prime Minister, while pre¬ 
senting the union budget for 1970-71, 
that measures have to be devised which, 
while providing welfare, also add mo¬ 
mentum to productive forces. The recon¬ 
ciliation and attainment of these two 
objectives cannot, however, be made in 
a single year. It is necessary to have 
stable and continuing policy so that the 
desired goals can be achieved in a short 
time. With this in view the Federa¬ 
tion has the following suggestions 
to make in respect of both focal and 
monetary policies for consideration of 
the authorities: 

1. The tax system must be such as to 
encourage saving, investment, enter¬ 
prise and effort. This would be possi¬ 
ble only when the tax base is wide and 
the incidence of all direct taxation is 
definitely less than income. 

2. Corporate taxation has to be at a 
level, and consistent over a period of 
time, as to facilitate long term business 
decisions, promote a healthy investment 
climate, and enthuse not only existing 
but new entrepreneurs to go ahead with 
higher investments. 

3. The new rural debentures scheme 
and the small savings programmes 
must be widely publicised and eSbetivo- 
ly organised. Commercial undertakings 
in the government sector should be 
made increasingly to’depend on similar 
borrowings for their finahciat mods. 
In this way their buuness dnciphne 
will improve and the utilisat.on of tax 
proceeds wdl be limited to govermnetat’s 
revenue expenditure. 

. 4. Bank credit is showing signs of 
becoming more costly knd less ad^tmips. 
Stqjs, thmefore, shoidd be taken - ie 




ndw ttwiit less costly aad credit rest* 
neoessenr cere of the 
neecb or j|)*iroati^oa and outrihution. 

J. ladOJA^ bas todt^d on finan¬ 
cial .indtittionta for I0ng-4erm credit 
raasoas^ The proposal that the financial 
htrtitttticsut should have the option to 
convert loans into equities will deter 
endepreneurs and businessmen and. 
consequently, negate all attempts by 
government i» wdl as private enterprise 
to foster industrial growth. 


proving quality to h^w t^pete in 
international markets; 

(h) Stalrility in prices of agricultural 
commodities and cash qropa; ■ 

(0 Additional support to establish-' 
ment of joint ventures aluoad and ex¬ 
port of technical know-how; 


. ‘ .■ ■ ' '■ 

tj> Elkninatibn of expmi dtrtiai and 
.other hardens <m exportable coounodi- 
ties; ' 

(h) SimidiiScation of prddedtumi; ami 

(1) l>eveIopment of invisrbies like 
banking, insurance, shipping ami 
tourism. 


Dyaamle Export Strategy 

While there was a record growth 
of expwts in 1968-69 of 13.5 per cent in 
value, the Federation notes with con¬ 
cern that in the current year the growth 
rate has fallen to about 4 per cent. 
India’s share in world exports has de¬ 
clined in recent years and is now less 
than one per cent. On the other hand, 
many other developing countries have 
been able to consistently increase their 
exports. 

The fourth Plan envisages an expan¬ 
sion in total export earnings at the rate 
of 7 per cent p« year. If this is to be 
achieved, there is deed for all round 
intensified efforts, refashioning of econo¬ 
mic policies and a positive export stra¬ 
tegy. The best way to stimulate ex- 
POTts would be on the basis of increas¬ 
ing production at competitive costs and 
creating surpluses so that the export 
effort gains a natural dynamism. 

The Federation recommends the 
following measures: 

(a) Promoting initiative for produc¬ 
tive effort so as to bring about conti¬ 
nuous increases in production and ex¬ 
port surpluses in agriculture, industry 
and mining; 

(b) Freedom to industry to plan and 
achieve lugher efficiency through econo¬ 
mic of scale, adoption of latest techno- 
logicsd advances in production and cost 
rrotiction; 

(c) Stable economic policy which will 
eschew constant threat of nationalisa¬ 
tion of industries and state txke-over 
of inoqport and export trade; 

(d) Industrial discipline and higher 
productivity; 

(e) Fadlities for developing modern 
marketing tediniques; 

(f) Improvement and modetnismion 
of s^t'j^Uties and shipping services; 

^ (W copUnnally im- 




* Soma 300 Road Tranapoil Oparatora anjoy 
cradit facility worth a CRORE of rupaas from us 


We can oxtend fimiiicial aid for year 
smelt Yoa^ too 

Aik for dataiia today 
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the world’s biggest 


TMMem te nrach i 
activity that kaapa ptoacnra- 
tra v dl a rc pic ai a J . it fc a 
Ns. It *000 crera werM 


raaghly twica the ciia of tlM 
aM inOistry. Aad toiw 
intaiirism aarmtha 
faraiga axchanga hi tha 


itaiy atona aaraatf Ha WOO craraa 
hi faraiga axdHMta fran 
taariaai iaat yaar. aimI Spahi 


aach yaar aa har 
aarahiga atonal 


It totnia that tha numfaar of tourtats 
viaitins India haa araatly bicraaaad. 
From 1,50,000 In 1064 to almoat 
2,45,000 in 1000. And our aaminQS 
from tourism hava gono up to 
Ra. 33 croras in foreign exchange. 
But in terms of world tourism, only 
one out of every thousand world 
travellers visited India last year. 

Yet wa have Just about everything 
In this country to make it the 
world's most attractive tourist c 
destination. We are privileged 
we have India. 


.. i 



We lack nothing but broachbaaad 
public participation and enough of 
what Is known ae theMnfrastructureV 
hotel accommodation, transport 
facititiee and tourist amenities. For 
Instance,the city of Bangkok alone 
has more hotel beds suitable 
for tourists than we have in India. 


tHe JiHUbos 

Jumbo Jets will soon bring past India 
many thousand mors people than hj 
have ever come this way. 

They will need clean, comforiabie 
accommodation; at least 23,000 mors t 
hotel beds are required by 1974. 
Wholesome, hygienically prepared 
food, more shops, restaurants, 
recreation facilltieSe.. all these art 
necessary now. Above all, a smiiingg i 
friendly welcome must ewatt our J 
visitors to make their visit / 

a happy one. ; 

Wlwt Mr* It t \ 

The Government is taking an 
increasingly active part to Iteip build 
more hotels, improve air and transport 
services, provide new and better 
tourist facilities. 

But Government effort aiono is not 
enough. Tourism Is everybody's 
business. Because people benefit 
wherever the tourist travels. Wealth 
'flows from affluent countriee to the 
less affluent, and within the country 
from the developed areas to the tees I 
developed and from the richer strata ' 
of eoclety to flie lees rich. Everyoite 
bensflte from tourism. 

So, Join us in our efforts. Lst us give 
flie tourist the amenities hs nssds 
and see that he goat home happy. 

Each happy tourist means so many 
mote'wlll come turd year. Shouldn't 
be too dfffleult for us. Isn't ours on* 
of the world's oldest tradKiom In I 
hospitality ? 

IIWUPIIIV m VlinWr 

ITIWIQb 


OcfwrtiiiMt of Tmiilsffl 

fiAVcramcNl'Oftndhi 
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FROM THE PRESS GALLERY 

Hasty Retreat by Nanda 

OUR PARLIAMENTARY CORRESPONDENT 


NEW DELHI, Monday. 

Since we reported last, the two Houses 
rf Parliament have completed their 
deliberations on the President’s Address 
3nd the railway budget. They are now 
discussing the union budget. 

The ink had hardly dried on the pro¬ 
posals of the Railway Minister, Mr G.L. 
Nanda, seeking to net an additional Rs 
39 crorcs revenue through enhancement 
of freight rates on various commodities, 
including foodgrains, and passenger 
fares, both for the third class and higher 
classes travel, when he came out with 
wide-ranging concessions. 

Initiating the general debate on his 
budget in the Lok Sabha, Mr Nanda 
withdrew all the increases proposed by 
him in the third class passenger fares, 
both for the ordinary passenger trains 
as well as for the express and mail 
trains. He also withdrew the increases 
in the charges for third class suburban 
and non-suburban monthly and quarter¬ 
ly tickets and the enhanc^ charges for 
the third class sleeper berths. The raise 
in the vendors’ monthly tickets was also 
withdrawn. The charges for the plat¬ 
form tickets were restored to the pre¬ 
budget level. The proposals in respect 
of fares of upper classes, including third 
class air-conditioned chair car, however, 
were maintained, except that the mini¬ 
mum charge for the first and second 
class travel was made uniform at Rs 
l.SO, instead of Rs 2 and Rs 1.50 as 
proposed in the budget speech. 

Proposal Withdrawn 

As regards goods traflSc, Mr Nanda 
withdrew the proposals for the adjust¬ 
ment of freight rates in respect of food- 
grains, including pulses. The proposed 
increase in parcel charges for milk was 
also taken back. 

The combined effect of the above con¬ 
cessions, Mr Nanda estimated, would be 
the diminution of the anticipated addi¬ 
tional revenue by as much as Rs 13 
crores. 

That Mr Nanda had to yield on the 
above proposals primarily on political 
considerations should be evident from 
his observation that he was withdraw¬ 
ing the proposals against his better 
counsel and “in deference to the wishes 
of various sections of the House”, 
(incidentally, the House had yet to ex¬ 
press itself on the prc^sals). The rail¬ 
ways, Mr N^a addra, could ill afford 
this loss of revenue; he gave a detailed 


account of the financial health of the 
railways. This premier public sector un¬ 
dertaking, Mr Nanda said, had, since 
April, 1964, not only depleted the en¬ 
tire balance of Rs 110,48 crores it had 
accumulated earlier but had also be¬ 
come indebted to the general exchequer 
to as large an amount as Rs 55.9.*^ 
crorcs. 

The Minister revealed that there was 
an enormous leeway to be made up with 
regard to the “legitimate and pressing 
needs" of the country so far as railways 
were concerned. But under the cons¬ 
traint of the paucity of resources, 
the railways, he added, were faced with 
the prospects of curtailing expenditure 
even on their normal activity. 

Indiscriminate Rise 

During the discussion on the railway 
budget in the two Houses, a good deal 
of concern was expressed on the indis¬ 
criminate increases in freight rates. It 
was argued that they will add to the 
inflationary tendencies in the economy. 
The railways were urged to tone tip 
their operations in the interest of avoid¬ 
ing frequent increases in fares and 
freights. 

Speaking on behalf of Congress (O), 
the former Railway Minister, Mr C.M. 
Poonacha, expressed the view that the 
railways had been over-capitalised. He 
charged the Railway Ministry with lack 
of perspective in planning its develop¬ 
mental programmes and stressed that if 
certain stafes had not developed pro¬ 
perly, it was not due to the lack of initi¬ 
ative on the part of the governments 
there; the railways had not provided 
them with a chance to develop by open¬ 
ing up areas, as the road engineers had 
done in planning the national highways. 
The north-east region, Bihar, Madhya 
Pradesh, Gujarat, Rajasthan, Mysore 
and Kerala, Mr Poonacha pointed out, 
were still served by the metre-gauge sys¬ 
tem. All these states had abundant 
natural resources and once they had the 
broad-gauge railway system, they were 
bound to develop. 

The forceful plea put forth by Mr 
Poonacha for the conversion of the 
metre-gauge system into the broad- 
gauge system was supported by most of 
the members who participated in this 
debate. As in the past, several mem¬ 
bers stressed the need for development 
of railways in their areas. 

A PMK member demanded the re¬ 
vival of the Standing Finance Commi¬ 
ttee for Railways, if a separate Railway 
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Tariff Commission could not be set up. 
He also wanted that the monolithic 
character of railways should be broken 
up and regional railway boards should 
be formed. 

The increase in passenger fares for the 
upper classes travel was criticised, am^ 
ong others, by Mr Lobo Prabhu (Swt.) 
who argued that as nearly 80 per cent 
of travel in the upper classes was either 
on government account or on company 
expense, money for it would be found 
cither by laising taxes or bv pushing up 
prices. He advocated that the railways 
should balance their budget by resort 
to judicious purchases of their rolling 
stock, reducing the rates of their divi¬ 
dend to the general revenue from six 
to 4.5 per cent and effecting a saving of 
Rs 100 crores in their annual expendi¬ 
ture by implementing the suggestions 
made by the Auditor General. 

Several members pointed out that 
despite the enhancement of the penalty 
on tickctless travel, this malady still 
persisted on a fairly large scale. Vigo- 
rouf efforts, they urged, should be made 
to improve railway earnings by checking 
tickctless travel. Concerted efforts, it 
was further suggested, should be made 
to check pilferage of railway properly. 
The law and order situation in the 
country, it was stressed, should be im¬ 
proved so that losses of railway property 
could be curtailed. 

Concessions were also demanded by 
several members in freight rates on 
movement of export goods to the ports. 
Several members championed the cause 
of railway workers and wanted a sepa- 
raic pay commission for them. 

Social Benefits 

Intervening in the debate in the Lok 
Sabha, the Deputy Minister for Railways, 
Mr Rohan Lai Chaturvedi, observed 
that a decision on the metropolitan rail 
transport systems for Bombay, Madras, 
Delhi and Calcutta would have to be 
taken in the light of the total social bene¬ 
fits accruing to the community and re¬ 
gardless of these being capital-intensive. 
Action in this regard, he added, could 
be taken only after the techno-economic 
studies to be undertaken by the state 
governments were completed. For his 
part, he reaifirxncd the railways’ com* 
mitment to spend Rs 50 crores on 
developing the railway systems in the 
four metropolitan cities. 

Having announced several cQnces.sions 
in his proposals at the very start of the 
debate on the railway budget, Mr Nan- 
da’s reply to the discussion in the Lok 
Sabha did not contain any surprises. 
He just remained content with express¬ 
ing vague hopes of toning up the rail¬ 
way administration and plugging leak¬ 
ages to make up the loss of the antici¬ 
pated revenue on account of the con¬ 
cessions announced. But in his reply 
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to the debate in the Rajya Sabha later, 
he spelt out his plans in more specific 
terms and made two important an¬ 
nouncements. The first mmis that the 
railway administration would be hav¬ 
ing soon a new cell to examine sugges¬ 
tions emanating from employees and 
other sources to improve its efficiency. 
The second announcement envisaged a 
review of the whole railway set-up at 
the top with a view to making it more 
responsive to criticism. The recommen¬ 
dations of the Administrative Reforms 
Commission, Mr Nanda said, would 
naturally be taken into consideration 
while reorganising the railway set-up. 
He also indicated that the railways 
might run bus services in sectors where 
their operations were uneconomic. 

The general debate on the union bud¬ 
get got off to a good start by two stal¬ 
warts of the opposition benches join¬ 
ing forces to paint the government in 
the darkest of hues. They were Mr 
Asoka Mehta (Congress-O) and Mr 
M.R. Masani tSwt,). Both these stal¬ 
warts accused the government of pur¬ 
suing a policy that would ultimately 
take the country downhill to economic 
bankcruptcy. 

Mr Mehta pointed out that there was 
nothing new about the Prime Minister’s 
budget proposals. They followed the 
same pattern as those of Mr Morarji 
Desai last year. There were some addi¬ 
tions, but they amounted to just amateu- 
turish embroidery ot a fabric that had 
deliberately been made threadbare. Mr 
Masani felt that the Prime Minister’s 
budget was not different in any way 
from any of the budgets presented to the 
House during the last two decades. Both 
Mr Mehta and Mr Masani regretted that 
the main problem of unemployment had 
not been appreciated by the Prime 
Minister while drawing up her budget 
proposals. 

Fallacy of Double Account 

Mr Mehta accused the Prime Minis¬ 
ter of having gone in for the ’’fallacy 
of double-account”. The revenue esti- 
mitcs, he opined, had been exaggerated 
by Rs 100 to 150 crore.s. Citing the 
Economic Survey, Mr Mehta further 
stated that shortages were emerging in 
many sectors of the economy. There 
was urgent need for quick expansion of 
industri.il activity, but nothing was be¬ 
ing done abom it. On the contrary, 
the Ministry of Foreign Trade and the 
Ministry of Industrial Development 
were working at cross purposes. 
This had led to the tempt' recently gain¬ 
ed in exports being lo.st. 

Mr Masani disputed the claim that the 
budget sought to improve the lot of 
the common man. The only welcome 
feature, he felt, was the raising of the 
exemption limit of income-tax. But 
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here too the Prune Minister, be regretted, 
had been timid and not raised the exem¬ 
ption linut to Rs 7,500 as suggested 
the Bhoothalumam CkNiimittee, Mr 
Masani expressed a good deal of concern 
at the extent of deficit financing proposed 
to be resorted to daring the next finan- 
cnal year. While the Planning Com¬ 
mission, he said, had set the limit of 
deficit dancing at Rs 800 crores for 
the entire fourth Plan period, the union 
government had gone in for deficit 
dancing of more than Rs 600 crores in 
the very first two years of the Plan. 
This, Mr Masani stressed, was indicative 
of the fact that the Prime Minister’s 
budget was inflationary in the extreme. 
The Swatantra leader also scathingly 
criticised the Bokaro plant and wanted 
the government to make a categorical 
statement about the truth of the reports 
that Russia had insisted on pay¬ 
ment for this plant on the basis of the 
gold content of the rupees. 

Scope for Profiteering 

Mr S.N. Dwivedi (PSP) also saw little 
that was socialist or even socialistic in 
the budget. He felt that the budget had 
enlarged the scope for profiteering and 
mal-practices. The only redeeming 
features of the budget, according to Mr 
Dwivedi, were the additional wealth- 
lax on urban property, restrictions on 
trusts, and excise levies on some luxury 
items. Acharya J.B. Kripalani (Tnd.) 
felt that , the budget was an ordinary 
humdrum affair de.spite some half¬ 
hearted atten pts at window-dressing. 
Mr S.A Dange (CPI) expressed ihe 
view that the relief given to farit ers was 
fictitious and the budget had not done 
anything to break the stranglehold of 
monopolists, profiteers and sprculators. 
There was a general clamour for reduc¬ 
ing the excise duties on sugar, kerosene 
and petrol. 

As could be expected, the Congress 
(R) members hailed the budget as a so¬ 
cialistic one. They argura that it 
reflected the government’s concern for 
the poorer sections of the population. 
But some of the Congress tR) members 
also felt that the inflationary tendencies 
in the economy might get a fillip as a 
result of the budget proposals. Libe¬ 
ralisation of imports, withdrawal 
of low-priority and low-productivity 
schemes for the time being and bestow¬ 
ing of utmost attention on schemes for 
harnessing savings were suggested as 
soffiC of the measures to avoid the pos¬ 
sible inflationary trends. 

Several Lok Sabha members, includ¬ 
ing Mr KK. Somani 'Swt.), Mr N. G, 
Runga fSwt.), Mr Piloo Modi (Swt.), 
Mr K. L. Gupta (JS4, Mr Prakash Vir 
Shastri (BKD), Mr Era Sezhiyan (DMK) 
and Mrs Tarakeshwah Sinha tCong-0) 
alleged that the budget proposals had 
leaked out two days prior to thdr being 
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presented to the Hopse. Iliey wapted a 
thorongh probe into the irattor. < 

Intervepiog ip tb^is^debatp id the lower 
' Hdpse. thieMiniateir ^taite for Finance, 
Mr P.C. Sethi, tried to allay the (bars of 
members that the budget propos^ 
would accentuate inflation. He denied 
that there was any leakage of the budget 
aivd promised that if any evidmee in 
this regard was broo^t forth, the 
matter would be investi^trd. 

Mr Sethi refuted the allegation of Mr 
Asoka Mehta that the revenue estimates 
for the next financial year had been 
overestimated. He also assured the 
House that the allixation of Rs 170 
crores fen* assistance lo states would he 
disbursed on the basis of the principles 
to be laid down by the Planning Com¬ 
mission for the state governments. Mr 
Sethi as well denied that market borrow¬ 
ings would be inadequate. He hoped 
that the public sector undertakmgs 
would make available to thi govern¬ 
ment about Rs lOS crores next year. 

Defending the enhancement of the 
excise duty on sugar, Mr Sethi stated 
that the increase in the price of levy 
■sugar would be only marginal. The 
increase in duty on free-sale sugar would 
be absorbed by the producers them¬ 
selves. Rejecting the demand for rais- 
ingtheinceme-tax limit to Rs 7,500, he 
retr inded the House that the former Fi¬ 
nance Minister, Mr Morarji Desai, had 
actually contended that there was scope 
for widening the inconte-tax base. 
Quoting figures of direct taxation in the 
United Kingdom, the United States and 
Japan, Mr Sethi denied that the rate of 
direct taxation in India was the highest. 

Referring to the new industrial licens¬ 
ing policy, Mr Sethi clarified that the 
joint sector in industries would not 
mean any expansion of the private 
sector industrial units in the core sec¬ 
tor; it only meant that, the government 
would have a say in the private sector 
units in which the financial institutions 
had a stake. 

Disconcerting Featnres 

The worsening law and order situa¬ 
tion in the country, especially in West 
Bengal, the disconcerting price trends 
in the economy and the growing unem¬ 
ployment were among the main points 
made during the debate on the I^resi- 
dent’s Address inaugurating the budget 
.session of Parliament. A good deal of 
concern was also expressed by certain 
sections of the House, especially by tbe 
treasury benches and their supporters 
in the oppositiem, over the Jndianisation 
slogan of the Jana Sangh. The Prime 
Minister, in her reply, took serious ex¬ 
ception io this slogan and expmued 
magivings about the real intenstona of 
Jana Sangh. She stoutly diMRnided her 
government’s polieiesand stressed that 
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the lot of the down«trodden had to 
be iioiHOved expeditiously. 

The Rajya Sabha has passed six bills 
during the past two weeks. These are: 
(Q the Requisitioning and Acquisition 
of Immovable property (Amendment) 
Bill which put the parent act on a perma- 
ntot footing; (iii the Press Council 
(Amendment) Bill a^ich aimed at re¬ 
constitution of the Press Council; (iii) 
the Union Duties of Excise (Distribu¬ 
tion) Amendment Bill which gave effect 
to the fifth Finance Commission’s re¬ 
commendations on the sharing of the 
proceeds of the excise duty between the 
centre and the stat6s;(iv) the Addition¬ 
al Duties of Excise (Goods of Special 
1 iportance) Amendment Bill which 
sought to continue the existing practice 
of l^ing additional excise duties on 
jute, textiles and sugar; (v) the Ports 
(Amendment) Bill which empowered 
the Port Commissioner of Calcutta to 
undertake the construction of a second 
bridge across the Hooghly on behalf 
of the West Bengal government; and 
^vi) the Essential Comtnodities (Amend¬ 
ment) Continuance Bill which sought to 
extend the life of the parent act by two 
years till December 31, 1971. It as well 
adopted a non-officiai resolution urg¬ 
ing the government to route all its ad¬ 
vertisements through Indian-controlled 
advertising agencies. 

The following imjwrtant information 
was provided by ministers in the two 
Houses during the question hour: 

LOK SABHA 

Madiine Tools: The understanding 
reached between Hindustan Machine 
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Tocls, Bangalc»«, and Hermann Kolb 
Koln of West Germany for joint de¬ 
velopment and manufacture of heavy 
and sophisticated radial drills, (u-ogres- 
sive take-over by HMT of the manu¬ 
facture of the basic machine tools pro¬ 
duction of Kolb numerically controlled 
drilling machines and exchange of 
technical personnel between the two 
would enable HMT to export radial 
drills to markets now being served by 
the West German firm. 

Housing: The fourth Plan provision 
of about Rs 490 crores for housing is 
just a drop in the ocean. It would re¬ 
quire about Rs ’’,000 crores to provide 
roof to every fan ily in the country. 

Oilseed Prices: Steps are being con¬ 
sidered to curb speculation in oilseeds 
and build up buffer stocks in order to 
check the uptrend in the prices of edible 
oils. Imports of edible oil costing Rs 
15.2 crores have been arranged so far 
for 1970. 

Small Units; The government is 
considering liberalisation of the terms 
of credit by nationalised banks to small- 
scale industrial units. 

Loans to Farmers; The Reserve Bank 
is considering a proposal that the na¬ 
tionalised banks should give loans to 
farmers through primary agricultural 
co-operative societies. The nationalised 
banks are already helping co-operative 
marketing federations with liberal ad¬ 
vances to assist distribution of ferti¬ 
lizers. They also buy debentures floated 
by Land Development Banks. 

Indt^CcylcKc Grid; A proposal has 
been made by the Ceylonese Prime 
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Minister that, for mutual benefit, the 
Ceylonese and the Indian power grid 
systems should be inter-connected. 

RAJYA SABHA 

Literacy: The literacy in the country 
is estimated to have gone up by nine 
per cent since 1961 — from 24 to 33 
per cent. 

Crnde OH: Crude oil produced in 
the country during 1969 was 6.72 
million tonnes valued at Rs 65.95 
crores. 

Coal Mines: A bill empowering the 
government to acquire not only coking 
coal mines but other coal mines also 
could be introduced in the current ses¬ 
sion of Parliament. 

Steel Costs; The works costs --f pro¬ 
duction (excluding depreciation and 
interest charges ) per lonne cf ingot 
s'eel in the integrated steel plants 
during 1968-69 were: TTSCO Rs 320* 
IlSCO Rs 336.95; Bhilai Rs 286.30; 
Rourkela D.H. Rs ’16.75; Rourkela 
LD Rs ’20.02: and Durgapur Rs 
355.19. 

Paper: If the paper industry does 
not behave properly, the government 
would bring the industry under control. 
Since paper was decontrolled, in 1968, 
the manufacturers, the Minister for 
Industrial Development, Internal Trade 
and Company Affairs, MrFakhruddin 
Ali Ahmed said, while giving the above 
threat, had increased the la-ices by 
about Rs 400 per tonne. The industry 
had been asked not to increase the 
pi'ices in future without consulting the 
government. 
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THK IS AN ANNOUNCEMENT AND NOT A PROSMECTUS AND PERSONS 1N1EUESTED ARE RE<3UESTED TO APPLY f) 

the ISSUE, MANAGING BROKERS, RRot 

THE AHMEDABAD ELECTS 

HEGISTERED OFTICE, KIIUCK H0| 
Inoe of 70,000 7-3/4% (1980) Morte 


SHARE CAPITAL 
AUTHORISED : 

10,00,000 Shares of Rs. 100/- each Rs. 10.00,00,000 


SUBSCRIBED AND PAID UP ; 

8,74,771 Equity Shares of Rs. 100/- each fully paid up. Rs. 8,74,77,100 

PRESENT ISSUE: 

70,000—71% subject to tax Mortgage Debentures (1980) ofRs. 1000/- 
each at par for cash PAYABLE IN FULL ON APPLI¬ 
CATION, or, in case any holder of the existing Deben¬ 
tures of the aggregate value of Rs. S,00,00,000 wishes 
to surrender any of such Debentures held by him in 
exchange for the equivalent face value of the Deben¬ 
tures of the present issue, then on his surrendering the 
same along wiA the APPLICATION, 


BOARD OF DIRECTORS: 


NAME AND ADDRESS: 

Occupation 

Mr. Kantilal Nahalchand. 

“Kantilal House*’, New Queens Road, 

Bombay 4. 

Merchant. 

Mr. Jehangir Pestonji Patel. 

“Ooolestan”. 37, Cuffe Parade, 

Colaba, Bombay 5. 

Cotton Merchant. 

Mr. Navnitlal Sakarlal Shodhan. 

Near Railway Crossing, Ellis Bridge, 

Ahmedabad. 

Businessman. 

Mr. Roldtbhai Chinubhai Mehta. 

Ram Niwas, Ellis Bridge, 

Ahmedabad. 

Mill Agent. 

Mr. Shantanu Nanubhai Desai. 

Chartered 

‘Sharda”, Isi Floor, Churchgate ‘A* Road, 

Accountant. 

Bombay. 


Mr. Mohanlal Chhaganlal Kapadia. 

“Nirant”, I4th Road, Khar, 

Bombay 52. 

Businessman. 

Mr. Jashwant Pittamberdas Thacker. 

Asha Mahal, 46-B, Pedder Road, 

Bombay-26. 

Solicitor. 

Mr. Arvindkumar Nandlal Kilachand. 

Bakhtavar, 5th Floor. Opp: Colaba P.O., 

Bombay 8.. 

Industrialist. 


MANAGING AGENTS 

(only up to 31-3-1970); 

Kinick Industries Limited, 

KiUidc House, Home Street, Fort, BOMBAY-1. 

UNDERWRITERS 


Name and Address. 


Life Insurance Corporation of India, 

Bank of Baroda, 

India, 

Apollo Street, Fort, 

'Yogakshema’, 

Bombay-1. 

Madame Cama Road, 

Central Bank of India, 

Bombay-20. 

Unit Trust of India, 

Mahatma Gandhi Road, 

Fort, Bombay-1. 

Bombay Life Building, 

The Andhra Bank Limited, 

45, Veer Nariman Road, 

18-A, Hamam Street, 

Post Box No. 2000, 

Fort, P.B. No. 1114, 

Bombay-1. 

Bombay-1. 

The Industrial Credit and 

The Bank of Karad Limited, 

Investment Corporation of India 

82, Nagindas Master Road, 

Limited, 

Commonwealth Building, 

163, Backbay Reclamation, 
Bombay-20. 

Fort, Bombay-1. 

Champaklal Devidas, 

Indian Guarantee and General 

Bhupen Chambers, 

Insurance Company Limited, 

9, Dalai Street, Fort, 

Gresham Assurance House, 

P.M. Road, P. 0. Box No. 165, 

Bombi>y. 

Bombay-1. 

H.P. Mehu & Co., 

Stock, Share & Finance Brokers, 

The Oriental Fire and General 

3rd Eoor, Akash Deep, 

Insurance Co. Ltd., 

Bara Khambha Road, 

Oriental Buildings, 

New Delhi-l. 

Mahatma Gandhi Road, 

D. S. Purbhoodas & Co., 

Bombay-1. 

Share, Stock & Exchange Brokers, 
Stock Exchange Building, 

Bank of India, 

ApoHo Street, Fort, 

70-80, Mahatma Gandhi Road, 
Bombay-1. 

Bombay-l. 

bankers TO THE ISSUE: 

United Commercial Bank, 

The Chartered Bank, 

Ucobank Building, D. N. Road, 

Mahatma QandM Road, 

Bombay-1. 

Fort, BOmbay-1. 

Bank of India, 

Bank of Baroda, 

70-80, Mahatma Gandhi Road, 

ApoJlo Street, 

Fort, Bombay-1. 

Bofflhay-l, 
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COPY OF THE PItOSPBCTOS FOR FULL DETAILS FROM THE COMPANY’S REdSTERED OFFICE, BANKERS TO 
jiQ) UNMntWRlTlRS NAMED BELOW: 

ITT COMPANY, LIMITED 

IoME street, FORT, BOMBAY, 
of Rs« 1000/- each at par. 


I Bank of India, 
latina Gandhi Road, 
, Bombay-1. 

1 Bank Limited, 
Hamam Street, 
,P.B.No. 1114, 
hbay-I- 


The Bank of Karad Limited, 
82, Nagindas Master Road, 
Commonwealth Building, 
Fort, Bombay-1. 


managing BROKERS. 

Champaklal Devidas, 
Bhupen Chambers, 

9, Dalai Street, Fort, Bombay-1. 

BROKERS: 


WBAY 

Stewart & Co., 

jnpaklal Devidas, 

14, India Exchange]];Plaoe, 

ipen Chambers, 

Calcutta-1. 

laial Street, Fort, 

MADRAS 

|ibay-]. 

Paterson A Co., 

Msondass Lukhmidass, 

11/12, Second Line Beach, 

ik Exchange Bldg., 5th Floor, 

Madras-1. 

illo Street, 

Chitra & Co.. 

l,Borabay-l. 

Shroff & Sons, 

322/323, Linghi Chetty Street, 
Madras-]. 

lock Exchange Bldg., 

V. S. Krishnaswami A Co., 

illo Street, Fort, Bombay-]. 

andas & Sons, 

105, Armenian Street, 

Madras-1. 

on Bank Building, 

NEW DELHI 

al Street, Fort, Bombay-1. 

Harbans Singh Mehta & Co., 

liavdas Pranjivandas, 

33, Regal Building. 

ICarsondas Natha Bldg., * 
al Street, Fort, Bombay-l. 

Parliament Street, New Delhi-1. 

H.P. MchU & Co., 

5. Purbhoodas A Co, 

3rd Floor, Akash Deep, 

:k Exchange Bldg., 

Barakhamba Road, New DeIhi-1. 

>llo Street, Fort, Bombay-1. 

BANGALORE 

^paklal Jamnadas, 

M, Nanjappiah Jahgirdar, 

Stock Exchange New Bldg,, 
Street, Fort, Bombay-1. 

205, Cavalry Road, 

Bangalore-1. 

“w^IalJ. Dalai &Co., 

HYDERABAD 

Stock Exchange New BMg., 

P. B. Afzulpurkar, 

1^ Street, Fort, Bombay-1. 

Sultan Bazar, Hyderabad (A.P.) 

PWa 

AltMEDABAD 

W* SiSBos & Oou^ Fvt Ltd., 

Chinubhai Chimanlal Dalai, 

wons Range, 

Fatehbhai’s Haveli, 


Raumpole, Ahmedabad-l. 


LOCATION OF THE COMPANY’S UNDERTAKINGS : 

The Company is engaged in the generation and distribution of electricity 
to consumers within the Area of Supply covered by the Licence which com- 
pri.ses (a) the aiea contained within a circle with a radius of six miles from the 
Ahmedabad Municipal Office, which admeasures or covers about 113 square 
miles (292 *44 Sq, Kilometres) and (b) the now State Capital of Otdarat, the 
Gandhinagar Township, admeasuring about 24 squares miles (62'12 Sq. 
Kilometres), thus constituting an overall area of about 137 Square miles 
(about 354’56 Sq. Kilometres). The electrical energy distributed by the 
Company to consumers within its licensed area of supply is partly genereted 
in the Company’s Power House and partly received in bulk from Oujairat 
Electricity Board. 

EXISTING & PROPOSED ACTIViriES : 

The Company does nol intend to acquire any new business out of the 
proceeds of the issue but will utilise the same for financing capital expen¬ 
diture on power distribution facilities within the area of supply of the Com¬ 
pany and to redeem the existing debentures. 

date of owning and closing of 
subscription list : 

The subscription list will open at the conunencement of banking hoon 
on Wednesday, the 1st day of April 1970 and will close at the close of ban¬ 
king hours on Wednesday, the 8th day of April 1970 or earlier at the dis< 
cretion of the Directors but not before the close of banking hours on Satur¬ 
day, the 4th day of April 1970. 

prospectus and application FORMS : 

Application forms along with copies of the Prospectus can be had from 
the Kgisteied office of the Company as well as from the Underwritms, Mana¬ 
ging Brokers and Brokers, whose names are mentioned above and from the 
main office of the Bankers to the Issue at any of the places tnentimied below>- 

United Commercial Bank, Bombay/Ahmedabad/Bangalorc/Calcutta/ Delhi/ 

Hyderabad/Indorp/Madias. 

Bank of India, Bombay/Ahmedabad. 

Bank of Baroda, Bombay/Ahmedabad. 

The Chartered Bank, Bombay. 

Central Bank of India, Bombay. 

The Andhra Bank Ltd., Bombay. 

The Bank of Karad Ltd., Bomber, 
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WINDOW ON THE WORLD 

Europeari industry and the Six 

JOSSLEYlf^ HENNESSY 


LONDON: 


DIFFERENCES BETWEEN 1958 &10 

In 1958, entry into the European Econo¬ 
mic Comntunity was a journey into 
the unknown, 

Although the setting up of the EEC 
received from the ouiscl strong backing 
from industrial circles in the Six, never¬ 
theless a number of firms hod every 
reason to wonder what chances they 
would have of thriving, or surviving, in 
this new business environment. For 
example, French industry as a whole 
feared West Germpn competition, and 
throughout the EEC structurally de¬ 
clining indusiries and small enterprises 
could expect new difficulties in a large 
customs union. But the last twelve’ 
years have seen most EEC industries — 
even those which seemed to be in a 
weaJk compeliiive position in 1958 
doing remarkably well. 

There are various reasons why the 
Common Market has not precipitated 
numerous company bankruptcies, as 
pessimists predicted in 1958, but has, 
on the contrary, stimuhi^ed exceptional 
industrial growth in all EEC countries, 
but the outstanding reas< ns for the re¬ 
latively smooth adaptation of EEC 
industries to the new market conditions 
probably were the extraordinary expan¬ 
sion of world trade over these twelve 
years and the gradualncss of the lower¬ 
ing of customs and quota barriers. 

The Way Ahead Is Clear 

If “reasonable" conditions for the 
entry of the UK. Ireland, Denmark and 
Norway for EEC membership were 
negotiated, would this automatically 
accelerate industrial growth in the new 
member states? 

The answer is, of course, that this 
could not be guaranteed. Even if the 
conditions include an adequate transi¬ 
tional period, further rapid expansion 
of world trade in the short and medium- 
term is by no means certain, especially 
in view of a possible deepening of the 
slow-down in the US economy. But 
businessmen of the applicant count- 

s, entry into l he EEC would not be an 
If ulr ble risk because, compared 
EEC businessmen in 1958, they 


have one great advantage: they know 
roughly what they would be letting 
themselves in for, ^n addition, they al¬ 
ready have experience of the large-scale 
EFTA market. Companies in applicant 
countries have also for some time been 
able to base their forward planning on 
the rules already established in the 
EEC, or on the guidelines for the de¬ 
velopment of EEC policies which have 
emerged over \2 years of EEC co¬ 
operation. Many people in prospective 
member states inay, of course, resent 
that they would have to accept uncondi¬ 
tionally rules — such as those on TVA 
— in the form already worked out by 
the present members of the EEC. 

However, integration in the EEC 
has not yet reached the point where new 
member countries arc unable to in¬ 
fluence the final outcome. Indeed, only 
the first steps arc now being made from 
a customs union to a real economic 
union. By initiatives, such as the 
British proposals for a European In¬ 
dustrial Reorganisation Corporation, 
new member states could participate 
from the beginning in framing new 
policies in important fields. 

Trans-National Co-operatidn 

The framing of a European company 
law is one of the urgent tasks for the 
next few years. With the increasing 
trend towards financial and technical 
co-operation as well as full mergers bet¬ 
ween companies in Furopo. fhe corpo¬ 
rate lobby’s pressure on EEC govern¬ 
ments to establish a common company 
law and corporation lax system is 
strong. While company cooperation 
agreements and mergers have so far 
mostly been within national borders, 
interest in cross-border agreements is 
growing fast; even medium-sized and 
smaller firms arc becoming aware of the 
potential advantages of cross-border 
co-operation. Following an enquiry 
made by the French employers’ federa¬ 
tion, more than a hundred French firms 
have shown interests in financial or 
technical co-operation with West 
German firms. This list of “eligible" 
firms is now with the West German 
Confederation of Industry, which is 
seeking suitable partners. 

The Six have made it clear that a 
European company statute, hitherto an 
intractable problem, can only be drawn 
up within the framework of the EEC. 
Of course, just as some larger firms in 
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UK industry have managed to by-pass 
the EEC external tariff by subsidiaries 
in the EEC, they could doubtless find 
ways to draw some benefits, too, from a 
Burpean company statute, eten if the 
UK stayed outside the EEC. But it 
would obviously be in the interest of 
UK c^mpani^ to be able, folly to 
j^rticipate inside the EEC in any deci¬ 
sions leading to European company 
legislation. 


n 

ENLARGING THE E.E.C. 

Though^ ardent Europeans regretted 
that the Six did not use their last sum¬ 
mit meeting at The Hague enthusiasti¬ 
cally to relaunch the concept of Euro¬ 
pean unification, more realistic obser¬ 
vers felt that the meeting resulted in a 
fair compromise between the advocates 
of an enlarged EEC and the French, 
with their interest in securing long-term 
financial support for the ailing agricul¬ 
tural sector. In the final analysis, how¬ 
ever, the communique amounted only to 
good intentions, whose fullfilmcnt still 
requires much bargaining. 

The heads of state or government 
“reaffirmed their agreement on the 
principle of the enlargement of the 
Community, Insofar as the applicant 
stales accept the treaties and their 
political finality, the decisions reached 
since the entry into force of the treaties, 
and the options taken in the field of de¬ 
velopment, the heads of state or govern¬ 
ment noted their agreement on the 
opening of negotiations between the 
Community ... and the applicant states 
.« They agreed that the preparatory 
work .. for negotiations can take place 
in the most convenient and most rapid 
period of lime." The Six also conceded 
that “as soon as negotiations with the 
applicant countries have been opened, 
discussion will be started with such 
other EFTA members as may reauest 
them.." 

Agreement to enter the negotiations 
with a common front was one of two 
important concessions that France’s 
EEC partners had to make. The other 
—even more important — was a defini¬ 
tive financ ng arrangement for the EEC 
common agricultural policy by the end 

The EEC foreign ministers established 
six topes on which they will define a 
common position before they begin 
negotiations. The progress made by the 
Sh towards agreement on these points 
will decide the date for opening nego¬ 
tiations. In the press conference at The 
Hague, it appeared that the Six have 
undertaken to complete their jwepara- 
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MEET THE STRONG ONElt 
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Firestone 
Triple-Strength 
Construction for 
extra mileage', extra safety 


Think of the pot-holes, 
bumps, loose stones, unpaved 
stretches you have to drive 
over every day. They wear out 
a normal tyre in a very 
short time. And you know that 
frequent replacements cost 
a lot of money. That’s why 
Firestone has developed 
Triple-Strength Construction. 



What is Triple-Streiq[th . 

Construction? A 

It’s a special method of: 

1. Bonding the tread to the tyrei 

2. Re-inforcing the ndewalls 

3. Insulating eveiy cord 

You'll find Triple-Strength 
Construction 6nly in 
Firestone tyres. i 





i ■ 


Ji : 


tbimighoat India—See your Firestone Dealer today. 
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Whicli other medium can reach 
millions like him In 14 languages 
at so little cost? 



Millions in this country do 
not know English. Does your 
message have to go unheard? 
Not the least bit! There are 
3,924 publications—Dailies 
and Periodicals—‘that can 
bring your goods and services 
to thar attention in as many 
as 14 different langtnges of 
India. 

There are 105.5* million 
Indians today who can read 
and write.** They do not all 
own radios or go to the 
cinema; but 16.3 million of 
them read one or more news¬ 
papers and magazines in their 
own language. This is the 
surest way to reach them with 
your advertising message. 

There tV a newspaper or 
manzine to reach every 
reader in his language at the 
lowest cost per thousand. 

• (PublieMloti : 7M>/4 1969^) 

** f Rmtmbtr titeracy It iti 

ihis eowitry at the rate af S mmiom 
persons per vear^attd rwefsMp Is 
growing with it.} 


Adinu 

Hm PtnB 

-'it 99$t$ fu fm , 


kwtii a ibi iiMnsi of 
pmniiog toformm for tom 
idmiSMp nki tf 

m mmn d Mnmt 
fnnnmm $omff 


































ISW, fntt'this vet bill 
is aot The ^uesupg 

istl^|he: 8tt vUl ncMt open negotia- 

Tbe points on winch the Six are seek¬ 
ing to deSao thenr negotiating position 
are: 

1. Agricultural finendng regulations 
ip the event of new' member states 
jcdning. 

2. Problems arisii^ from the UK’s 
links with tlm Commonwalth On parti- 
cidar importis of New Zealand butter 
a&d the Commonwealth Sugar Agree¬ 
ment. 

3. Policy on coal, steel and nuclear 
power (added at France’s insistence be¬ 
cause of the UK’s strength in the nu¬ 
clear power and coal industries and 
the dominant role of the British Steel 
^rporation). 

4. The duration and nature of the 
transitional period leading to full mem¬ 
bership of the applicants. 

5. Modifications required in the 
EEC’s present institutions (Council of 
Ministers, Commission, European Court 
of Justice. European Parliament, etc.). 

6. Procedure governing the negotia¬ 
tions with the applicants. 

Pragmatic Attitude 

Ironically, French insistence on a 
common negotiating front iray result 
in the EEC Commission playing a major 
role as the EEC’s negotiator — a 
possibility inconceivable under Presi¬ 
dent de Gaulle. The present pragmatic 
French government favours this nego¬ 
tiating procedure ratha* than multi- 
government meetings, as convened dur¬ 
ing the 19d2/d3.m<mibership talks, since 
it could prevent open clashes between 
the present EEC partners in front of the 
applicants. 

Though mticfa can be said in favour 
of the Comhiisrion playing the role of 
mediator cohfbrred on it under the 
Rome Treaty, its performance as the 
EEC’s negotiate in the Pillon and 
Kennedy roimds of GATT and in the 
EEC negotuUiohs on association or 
trade agreeigehts.with third coumries 
suggests that It might prove an un¬ 
wieldy negotiatissg partnm. Although 
the Cominissiofi hid a nmnsdate to 
negotiate, it had- nevertlariess to gain 
the approval (#ihe six gbirnmmdnts on 
aU im^mant issues. Oidy if ttej^otla* 
tibhs wii^ tw four applicants were 
limited to maentiah would this pro- 


cedttte avoid the risk c^ hCKmiyiig too 
cmabersome and time-consuming. 

in ; 

THE “TEN”; ANEW PCMWERBLOC? 

In a supplement to its report on Ihte 
a{q;>lications from the UKL. Ireland. 
Denmark and Norway, the Commission 
examined the implications of an en- 
lar^ EEC, including (I) the place that 
Europe of Ten would occupy in world 
trade.and (2) an inventory of the prob¬ 
lems to be settled in membership nego¬ 
tiations. 

Whereas the Six account at present 
fmr 17 per cent of world trade, a Com¬ 
munity of Ten would account for 26 
per cent. The Coirmissicn also reckons 
that an enlarged Community would be 
able greatly to expand its ability to take 
international trade initiatives, because 
it would be by far the biggest importer 
in the world. 

On the 1968 figures, intra-Community 
trade would rise from S28,400 million 
to 841,200 million; imports from non- 
member countries would rise from 
$33,500 million to $46,400 million. The 
Commission points out that these 
figures do not allow for the expansion 
of preferential trade from the gradual 
elimination of customs duties and of 
non-tariff trade barriers within the Ten. 
It believes that this would contribute to 
economic expansion in western Europe, 
although growth in intra-Community 
trade would not be as rapid as in the 
EEC between 19S8 and 1968 (16,800 
million to $28,^00 million). 

The Commission put forward inte¬ 
resting ideas on how relations between 
an enlarged Community and non¬ 
member countries could be developed: 

1. Commonwealth countries with an 
economic structure and production 
comparable to those of the present 
Associated African States and Madagas¬ 
car could become similarly associated, 
provided that the new EEC members 
contribute to an aid programme as 
now organised under the Yaounde 
Convention. 

2. There should be uniform EEC 
arrangements covering all products 
traded with Algeria, Morocco and 
Tunisia.. 

3. TJbe ft^$aio|i of new members 
should giye n new impetus to draw up 
a larger <scak deveioptnept policy for 
the bmefit of ml dewlopiiig countries. 

4. The long-term solution to the 
problems of pgriculturk] Cemmoditiest 


Ml 

e.g. New Zealand dairy prodwist cpnld 
be found <Mtly in a svorld-t^de agree¬ 
ment. 

5. While the Us will be . an excep¬ 
tionally imptntsnt partner, an eeie^d 
EEC would .in the long term have a 
better chance of putting the rdattom 
between Europe and the US on a footing 
of equality. 

6. A common trade policy should be 
envisaged towards Japan. 

7. Tlie tendency to establish closer 
eocmonic links between the Six and 
Eastern Europe might be strengthened 
in the Ten. 

To accept the treaty esraNishing the 
European Coal and Steel Community 
would not affect the present nationalised 
ownership of the British steel and coal 
industries, but the EEC Commission 
fears that the oopmetitive power of the 
British steel industry — its production 
is slightly under one-thh-d of total 
EEC production — may raise problems 
for the Six. Specific procedures would 
have to he worked out by sriiich EEC 
rules on publication of price lists, sales 
conditions and transport costs would be 
in plcn ented in the UK* In view of the 
similar structural problems on both 
sides of the Channel, the Commission 
foresees no problems about the opera¬ 
tion of aid for the coal industry. 

Advanti^ of Jtdat Research 

Understandably, the commission 
underlines the advantages of a common 
research and technology policy, and 
warns that without joint efforts 
to inprove their technological base 
European enterprises will face ever 
stiffer co npetition from America and 
Japan. On nuclear research,' .the 
Commission broaches a subject played 
up in the UK by anti-Marketeers; there 
is no clause in the Euratom Treaty re¬ 
quiring a new member state to make 
available to the ethers the technolo¬ 
gical knowledge it possesses at the time 
of its entry into the EEC, but since the 
UK, would have access to the Com¬ 
munity’s national and multi-national 
installations operating under the control 
of Euratom, it would be “just^ for the 
UK to make some contr^ution — pre¬ 
cisely what would be negotiable. 

In J>enmark and Norway the tax on 
value added already introduced would 
only need minor adjustment to fit the 
EEC system. In the UK, Mr Wilsot 
has declared that the Labour party 
would adopt TVA as a consequence of 
EEC entry only, whereas the Tories 
have come out for TVA anywjay. 'Ifre 
EEC Cdthmission lays down that new 
members should accept further h^- 
monisation of taxation, including exose 
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duti«s and taxes jsjgpoted on capital 
nunreipents, raergers ^d corporate 
lAofits. 

On the financing of ^pdal security, 
the Conunission says that dmu in the 
EEC are concerned that UK employers 
and employees pay in the form of mt> 
rate contributions for only half of social 
security expenditure while the exr 
chequer finances the other brfif. In 
the EEC at least three-quarters of social 
security expenditure is financed out of 
wage-relat^ contributions from em¬ 
ployers and employees, only the balance 
comes fr<Hn public funds. Though the 
commission dismisses the assumption 
that the British system may favour busi¬ 
ness, especially in industries where 
wages represent a large share of value 
added, it nevertheless calls for an exami¬ 
nation, industry by industry, to assess 
whether any distortions of competitibn 
are serious enough to requite elimina¬ 
tion under EEC rules. The same ques¬ 
tion would also have to be examined in 
Uenmark and Norway. 

Sources and Ackhowle^nieiits: The 
foregoing summarises, by special 
arrangements, a IS-page survey of pre¬ 
parations for the enlargement of the 
EEC in the latest issue of European 
Trends, published for subscribers only 
by the Economist Intelligence Unit 
<27, St. James's Place London, S.W.I.), 
but the EIU is responsible neither 
for the emphasis of my summary nor 
for my comments based on a variety 
of sources. 
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negotiator” fbr the Slhi; but te ia 
thinking'll the PresideQt of the EEC 
Council of Ministers, rather tium the 
Commiasion, and - even J>r Watson 
could have deduced Why as quidcly 
as Sherlock Holmes: each countiy 
occupies the Preridemv in turn for 
six months and by a pleasing coinci¬ 
dence the President wfil be French in 
the vital six months frmn June. 

The new French idea is that President 
would run the ministerial sessions, 
setting the guidelines, while the Com¬ 
mission, at a much lower level, would 
be told to get on with the routine work 
between the visits of the ministers. 
This would ensure both that (a) the 
Six spoke (literally!} with one voice 
to the British and ^)the negotiations 
would be kept firmly in the hands of 
the governments, cutting the Com¬ 
mission down to the level of top civil 
servants. 

The choice of a starting date for 
the negotiations is linked to the date 
of UK |;eneral election. If there is to 
be one m the autumn, there cannot be 
any serious negotiations in the weeks 
preceding it. If circles in London 


dkMw to wii% Braiadt were rii^ ia 
sugoestiiig that he thiaka ncnDuaitiOBa 
cbutd atart at (kb end of June, tito 
iihpticatieik be that he had 

formed the mspresriof! dud ditto . 
would be no UK elebtito; ' 
year. If so, the possibdfittea for 
senoua pegotuitiona ate even mora. 
idMcuie, because the altarnarivea seem 
to be: (ai If the electioii is to be in tjhe 
autumn, an cmening statement at 
Brussels in late June would be followed 
by a certain amount of ground bearing 
by the Cpmmi sioh before the summer 
recess, after which the election woidd 
hold up serious negotiations, cv (b> 
if the dection is postponed till the 
spring of 1971. the chances of serious 
negotiations this year would still look 
dim, because both the British and EEC 
negotiators would be constantly lookii^ 
over their shoulders at what was bdng 
done and said in the UK, and would 
be slow to take any basic decisiohs in 
Brussels. 

From this the deduction might be 
that neither Mr Wilson nor Mr Heath 
>mll make the basic problems election 
issues, but will allow ue commission to 
clear the ground in readiness for who- 


so smooth 
so alluring and 
So rich in their 
attractive shades 


IV 

LATE NEWS POSTSCRIPT 

Since I wrote the above, Herr Willy 
Brandt, the West German Chancellor, 
has visited Harold Wilson in London. 
Herr Brandt’s impressions of UK 
intentions were so favourable that he 
thinks negotiations could start at the 
end of June. He, for one, does not 
believe that Mr Wilson is going to “rat”, 
as the Tories predict. 

Herr Brandt told the labour govern¬ 
ment that the Six are making good pro¬ 
gress in working out a common front 
from which to negotiate. They have 
agreed on the transition period and 
adaption of the EEC’s institutions (e.g. 
the Conunission). but procedure for 
the negotiations remains undecided. 
Until recently, it was assumed (as re¬ 
ported above) that the Commission 
would conduct the negotiations. This 
was what the French seemed to want at 
last December's Hague summit, but 
they have now bad a bright new idea. 

M. Schumann, the French Foreign 
Minister, still talks ‘ about a’’common 
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maricet. The Common Market's jmr 
ports and exports aocottnt for nearly 
20 ^r cent of its gross national prodnct 
auinst 7 per cent fbr the Uhited States. 
If the USA ever adopted a really pro¬ 
tectionist attitude, as some moposals 
now before its Congres.s would movide, 
the Common Market would find itself 
in serious difficulties. 


Across the Atlantic 

E. B. BROOK 


VIENNA: 

Itwouu) be pleasant to.be able to write 
fbr once of a forward, liberal move in 
the “economic politics’’ of west Europe 
and the Atlantic area. Unfortunately, 
meetings held in Ooneva, Brussels and 
Washi^on during the put fortnight 
make such a report impossible. On the 
contrary, they have emphsized the cau¬ 
tion, suspicion and subdued hostility 
with which one trading group views 
others’ acuities,. 

There have been no new initiatives, 
no approaches to wider agreements and 
scarcely a movement towards fuller 
trade liberalization unless one can ac¬ 
cept as progressive the grudging, tepid 
wording of the GATT resolution. —^lo 
“consider what appropriate actions’* 
might be taken in a few year's time to 
make trade in industrial and agricul¬ 
tural goods freer. The international 
trading community of GATT (the 
General Agreement on TarifiTs and 
Trade) whiw guides some 80 per cent 
of world trade policy refused its direc¬ 
tor-general’s proposal to tackle non¬ 
tariff barriers (some 800 of them) to 
trade and sp«nt a week arriving at the 
most no decisions at all. The Common 
Market, a principal hindrance at these 
talks, said it was “materially impossi¬ 
ble’’ to do anything until the outcome 
of its talks with Britain was apparent 
while the Americans maintained their 
criticism of Common Market protec¬ 
tionism, a criticism sharply repelled by 
the authorities in Brussels. 

Protective Policies 

What it amounts to is that, instead of 
having nations with protective and con¬ 
tending commercial policies, the non- 
oommunist industrial nations now have 
groups — far stronger than any nation 
— with j^roteCtive and contending 
policies. 

The main contention lies not between 
the Gommon Market and its C|uieter 
counterpart EFTA, nor between the 
Market and the commimist economic 
group of Comecon but between the 
Msrket and .the United. States; The 
Market resents US criticism of its 
preferential treaties with non-member 
^tos rince the volume of trade under 
these agreements does not exceed 10 
per cent of the Common Markets 


total trade and, in accordance with 
GATT regulations, it is all with free 
trade zones. 

The Market has expressed its con¬ 
cern at the deterioration in its relations 
with the United States but these rela¬ 
tions have not been improved by the 
discussions between the parties in 
Washington last week. Both the USA 
and the Market adopted moralistic 
altitudes to one another and did not 
spare heated accusations of chauvinis¬ 
tic, discriminating trade policies. 

It is clear enough that the recent 
detrioriation, which both sides admit, 
in Atlantic trade relations can be traced 
to agricultural policies. Both the 
USA and the Common Market find it 
necessary to justify externally farm 
policies which they admit are extremely 
expensive and ineffective. Two exam¬ 
ples will confirm this remark: the 
Common Market has a mountain of 
surplus butter which costs four times 
as much to produce as the price at 
which it is sold under almost dumping 
conditions, while the USA, while 
complaining of the Market's eccentri¬ 
cities, sells wheat and other cereals and 
cotton on world markets at a lower price 
than they cost to produce. 

Separate Spheres 

Almost all over (he world the farmer 
and his employees are, through sub¬ 
sidies, cost supports and tax reliefs or 
exemptions, living, in fact, partly at the 
expense of their fellow countrymen who 
pay taxes. It would be better for the 
health of world economics if industry 
and agriculture could be treated as sepa¬ 
rate spheres. This separation would 
allow Common Market and American 
trade negotiators to concentrate on 
manufactures, the area that is growing 
fastest and which is far more profitable 
to both of them. An incidental benefit 
would be a sharp reduction in the politi¬ 
cal influence of politicians, unions and 
others representing farming interests 
to the exclusion of all other national 
interests and oblivious to. international 
relations. 

Tite weakness of the Common Mar¬ 
ket’s poshimi in this trans-Atlantic 
wrangling is fhat its mmhber countries 
are heavuy dependent on the American 


If, also, the USA and the Common 
Marlmt could bring themselves to be 
genuinely trading partners rather than 
trading rivals it would be much more 
possible to reduce the tangle of non- 
tariff and other impediments to freer 
trade. These non-tariff barriers have 
become so infamous as to gain an abbre¬ 
viation — NTBs; the removal of NTBs 
would be at least as beneficial as was 
the reduction of tariffs in the Kennedy 
Round and much more efibetive than 
cautiously amiable sentiments ex¬ 
pressed at conferences. To name a 
few restrictive NTBs is to emphasize 
their restrictive effects — quantita¬ 
tive restrictions, discriminatory offtoial 
procurement policies, harsh anti-dump¬ 
ing regulations, heavy border taxes and 
excessive export credit subsidies. 

Meagre Progress 

Only in one small area have the USA 
and the Market made some prt^ress— 
in agreeing on generalized trade prefe¬ 
rences for industrially developing 
countries. The scheme will be worked 
by the two parties with different techni¬ 
ques but they will aim to achieve com¬ 
parable overall effects. Each party will 
be alert to ensure that it does not accept 
too much of the burden in providing 
preferences. The USA will probably 
exclude textiles and some other pro¬ 
ducts from any preferential treatment 
since these textiles are already making 
inroads in the domestic markets. It 
is possible also to think that a proposal 
for generalized preferences will have 
very little chance of approval by an in¬ 
creasingly protection-inclined CoOg- 
ress. The Common Market's embryo 
idea would give preference to some 
trade from an industrially developing 
country, but would discontinue this 
favoured treatment when a ceiling — 
which would be fixed product by pro¬ 
duct—had been reached. 

A wide-open, generous attitude is 
not to be expected. Already there is 
demurring and passive disapproval of 
the use by developing countries of their 
Special Drawing Rights on the Inter¬ 
nationa] Monetary Fund to convert 
them into hard cash, this is re^u^ded 
as using the Right in a way al¬ 
most comjdetely opposite to that in- 
tmded. Apy action by those other than 
the wealthy, to do themselves a little 
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good cm be depended on to attract 
frowning disapproval. 


President Pompidou’s US visit won 
overmuch publicity over protests and 
demonstrations and not nearly enough 
over its economic purpose. A visit by a 
French Chief of State to the USA is a 
comparative rarity (de Gauie went 
there twice, but only for funerals) and 
Pompidou went there because he needed 
to do so and because, more than any 
other European, he represents the Com¬ 
mon Market and not France only. 

France’s position at the moment is a 
curious mixture of strength and weak¬ 
ness and its position is important inter¬ 
nationally principally because of the 
dominant position of Paris in Market 
counsels. France is in the middle of con¬ 
sidering its sixth five-year Plan which 
provides for an increase in pay of only 
3.9 per c''nl a y?ar (0.3 per cent hss 
than in the last plan! though retail prices 
are also expected to rise Uss (at 3 per 
c«^nt annually) than they have in the last 
five years. Unemployment is expected 
to decrease by 92,000 owing to an in¬ 
crease in industrial training and social 
security is to get about another 3,1)0 
million francs. The French consider 
their social security system the most 
complete in Europe but 2 million old 
people still do not have enough to live 
on and families with low incomes do 
not get enough help. 

The fact is that France, despite its 
achievements and prominance under de 
Gaulle, its great influence in the Market 
and its resistance to US commercial 
enterprise has achieved us yet no more 
than a fragile recovery from its econo¬ 
mic imbalances and is not yet clear of 
inflationary d-ingcrs. The French Fi* 
nance Minister has let it be known that 
he will not be driven into relaxing the 
present credit squeeze by the first 
indications that the new five-year Plan 
is building up the cconon y*s resources. 
Prices and wages arc still climbing stea¬ 
dily, if mon'‘ slowly than in many other 
places, and the government has to re¬ 
sist French industrialists’ insistence on 
a rapid return to a high level of in¬ 
vestment which, it fears, would bring 
on inflation sharply once again. 

President Ptwipidou was therefore 
in the United States, which itself shows 
no signs of having found a check* to 
trade recession, as Head of a State 
recovering slowly from an over-delayed 
devaluation of its citrrenc>, one stilt 
flghting inflation and, above all, one 
still in the earlier stages of trying to 
turn an uneconomic, extremely large 
and unprogressive agricultural economy 
into a predominantly industrial one. 
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Whereas West Germany i$ oxpeiieiiciiig 
a flight from the laijfd mco industiy the 
obstinacy of Ptenefar peasant far^ 
mer is a major hindrance to the In* 
dustrial training sdhme; the root capse 
of the Market's agricultural policy's 
difficulties and the principal reason 
why the possible entry of Britain and 
^others to the Market may be still further 
delayed. 

Resistance to ibe US 

As reported in the last article (please 
see Eastern Economist, March 6, p. 362), 
France rejected a proposal by the US 
Wcstinghousc Electric Corporation to 
acquire the French Jeumont-Schneidcr 
concern and, a little earlier, had simi¬ 
larly turned down the US Interna¬ 
tional Telephone and Telegraph Co’s 
attempt to buy out Pompes Guinard. 
Six years ago the French rejected a 
General Motors proposal to build a 
major plant in the Strasbourg area. 
France is also leading an effort to evolve 
a Common Market policy to encourage 
and facilitate mergers between businesses 
within the Market area to the exclusion 
of merger efforts from outside. 

It might seem contradictory, there¬ 
fore, for the French President to go to 
the USA with propositions for attract¬ 
ing American capital investment to his 
country; but so it was, this policy 
having been approved by the French 
cabinet. The new French guidelines 
for investors are more gt^ncrous or less 
grudging than in the past. 

The French are still prejudiced against 
US acquisition of existing French com- 
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inveitiBeiqt ibci^ ~ invettncM tfast 
^oeg into buildiag new frianti, 
in Prance’s developing ngtems. Whecei. 
88' the Pteiicb n^eeted Oeneml Motors’ 
proposal six wm ago they ate non^ ^ 
ittg out of their way to encourage the 
Motor Co. to e^Uiih a tran^ 
mission plant either in the Marseilles 
anaorintheArdeimes. Thetf Weakened 
balance of payments position has iii> 
creased Fimxm interest in building 
investment and export eahiings. The 
campaign to seili French cats in Europe 
has intensified sharply. 

General PraMiuu 

The policy in France, and generally 
in the Market area, is to stimulate in> 
dusvial mergers within their countries 
or within the Market area and still to 
resist oulri^t foreign takeovers. Fo> 
reign control of French industry is not 
much more than IS per cent. The West 
Germans still prefer a mote open invest<. 
ment policy but the general prejudice 
favours the French attitude. 

The latest example, which may be a 
general pattern for the future, is the 
sale of the French oil company, Antar, 
to a French group in which the US 
Caltex Company (jointly owned by 
Standard Oil of California and Texaco 
Tnc.) will have a 20 per cent interest. 
The principal stockhedders will be the 
French government-owned ELF but the 
US partnership will be valuable if ELF 
ever decided to expand in the Ameri¬ 
can market. 
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Ma D.P.* Mishro. by judicial deem, has been 
placed in m position mich Is the political oqui> 
valent of that of a chief eunudi in a hatem. 
Singe he is debarred from aspiring to a position 
in gmffiRunont, other political pers^ such 
asMrY<B*ChavanandMrJa8yivan Ram, need 
not be unduly apprehensive of his behind-the- 
scene activities. It follows that he eqjoys a 
certain freedom of action in the political camp 
which is his present habitat. Even so. I doubt 
that the meeting he had with Mr Kamaraj 
last week was sought by him without the know¬ 
ledge of the Prime Minister or even Mr lagji- 
van Ram. The very fact that Mr Mishni was 
maladroit enough to deny'the fact of the meeting 
dearly shows that the Prime Minister's camp 
does attach some significance to the episode. 

The corridors of power-politics in New Delhi 
have, in fact, been buzzing for some time with 
reports that the Prime Minister's camp is pre¬ 
paring to undertake a thorough reappraisal of 
the present state of her party vjs-a*vis other po¬ 
litical forces in the country. An evaluation of 
this kind will obviously not be complete with¬ 
out a bid being made to probe the defences of 
the other Congress. It seems to me that Mr 
Mishra was nuking a tentative move in this 
direction when he invited Mr Kamarai to 
dinner. 

Mrs Oandhi, it is apparent, has become hea¬ 
vily dependent on communist or regional pres¬ 
sure groups. Her present dealings with the 
leftist groups are one long.nerve-racking act 
of playing with fire and, with West Bengal 
threatening to go up in flames, she is in no posi¬ 
tion to take many more chances in this direc¬ 
tion. The issue before Mrs Oandhi now is 
not whether she could manage to remain as 
Prime Minister for the normal term of this Par¬ 
liament but whether the administration can 
continue to pass muster as a government of 
any effectiveness. 1 am sure that she must be 
having some vety anxious thoughts, iadood, 
on this score and it is apparent that some of her 
anxiety may vanish if she could repair to any 
extent the damage done to the stability of the 
central government by the split in the old Cong¬ 
ress organisation. 

* t 

It is good that Mr Manubhai Shah may be 
expected to be back in Parliament shortly, this 
time as a Member the Rqjya Sabha. His 
presence in that House will s^tJy strengthen 
the Conpess party in opposition. Where a 
positive involvement in the dynamics of indus¬ 
trial expansion is concerned, he is the peer of 
Mr C. Subramaniam or Mr R. Venkatara- 
man and is second only to Mr T.T. Krishna- 
machari; and vriiere a comprehension of the 
challenges and opportunities of international 
trade is concerned, he is inferior to none. I 
am indeed looking forward to his encounters 
with that '^Everlasting in the Ministry 

of Industrial Development, viz., MrFakhrud- 
din All Ahmed, and the Minister for Inter¬ 
national Trade. Mr B.R. Bhagat, who, I am 
sure, will be only too glad to have the benefit 
of Mr Manubhai Shah's informed and stim¬ 
ulating responses and reactions to the govern¬ 
ment's management of foreign trade. 

" ' * 

The other day X had a chance to talk to Mr 
B.P. Patd. the urbane Secretary in the Depart¬ 
ment of Health mid Family Planning. I am 
glad I had this opportunity, for 1 was able to 
oorrcict my ia^^sion or information relating 
to seveigf progress 

of tl^ frenily jpilamdng campaign in the coun¬ 
try. ItMidefS will be interested to know, for 


instance, that the general assumption that the 
loop, havii^ proved unpopular, is being given 
up as a major family planning programme, is 
not justified. As a matter of fact, the number 
of loop jasertions is actually going up in some 
parts of the country, such as Tamil Nadu. 
What is now happening is tliat this particular 
programme has entered a second phase of more 
intensive administration and is being pursued 
with particular vigour in those parts of the 
country where an adequate infrastructure of 
medical facilities is available for the careful 
medical screening of candidates for loop inser¬ 
tions and the provision of follow-up care. 

Mr Patel was also able to help me to appre¬ 
ciate the very considerable impact which steri¬ 
lisation has begun to make on the population 
problem. It is estimated that thirc arc 35 
million married couples in the country who 
already have three children and are capable of 
having more. As against this number, seven 
million couples in this cat^oiy have already 
received the benefit of sterilisation, while about 
two million more couples are being sterilised 
every year. It follows that sterilisation is 
bound to moke a very definite, if not a decisive 
contribution to population control in the fore¬ 
seeable future. Incidentally, the fact that the 
rate at which sterilisations are effected is ten¬ 
ding to go down In states such as Maharashtra, 
which have built up a good record in this field 
over the years, need not be interpreted as a sign 
that the campaign is faltering in such states. 
On the contrary, where a largo number of stcr- 
ilisatioas has already been done, the number 
of eligible cases is bound to show a downward 
tendemey* What would matter is that those 
states, which have been laggards in this field, 
should now strive to achieve a realty high rate 
of sterilisation. 

1 caimot write about family planning with¬ 
out thinking of Dr S. Chandrasekhar. At 
the time of writing, his chances of re-elec¬ 
tion to the Rajya Sabha (from which he is 
due to retire next month in the normal cour¬ 
se) appear uncertain. When there has 
boon so much horse-trading among the va¬ 
rious political parties for purposes which 
are far less worthy, it is indeed regrettable 
that means could not be found for securing 
Dr Chandrasekhar's re-election to t]>e Ra¬ 
jya Sabha. Especially after the split in 
the old Congress organisation, the central 
government havS become hog-ridden with 
factional politics. Dr Chandrasekhar is 
among those smtdl number of ministers of 
whom it could be said that they have some¬ 
thing unique to contribute to their respective 
portfolios. I am sure that it is not beyond 
the ingenuity or the resourc&s of the Prime 
Minister to ensure Dr Chandrasekhar's 
effective association with the national family 
planning campaign in a capacity which would 
enable him to contribute to its leadership. 

« * 

Millions of words. 1 am sore, will have been 
written in the world’s press before the gates of 
Expo '70 at Osaka close behind the last visitor 
in September this year. There is already a 
spate of analysis of what makes the Japanese 
tick and I would Ijke to share with my readers 
extracts from an article In The New York Times 
dated February 22 by Mr David 
L. Osborn (who, I presume, is that paper’s 
correspondent in Tob^o): 

’^Japan, in fact, is a kind of super in-group, 
and this is one the secret^ of her success. 
Other thihgs belngoqugl, ifi-groups tend to do 


well in competition. Japan has been able to 
manage its national economy almost as though 
the country were a single corporation. If the 
statistics indicate to the bankers and bureau¬ 
crats that some sector of the economy is 
becoming less product he, they somehow ma¬ 
nage to hold down investment in that sector 
and encourage investment in a more productive 
sector. This makes for rapid growth. It can 
also bo rather painful for businessmen and 
workers in the less productive sectors, where 
investment is being discouraged. Only an 
extraordinary acceptance of group discipline 
and group goals, involving ultimately a strong 
sense of national identity, would have mode all 
this collective self-sacrificc possible without 
dictatorship. And Japan, by most objective 
tests, is a democracy. 

^’Getting ahead in the race for gross national 
product is in somq ways more important to the 
Japanese than the material benefits of econo¬ 
mic progress. People call the Jimanese 'eco¬ 
nomic animals,* and you will find yourself 
agreeing with the description. But it is not 
just gTOM for maierial possessions that makes 
the Japanese so intent on economic success. 
The Japanese want their nation to move ahead 
as far and as fast as it can in the race for inter¬ 
national recognition, and they have found that 
the world respects economic progress. 

''Anyone involved with the Japanese autho¬ 
rities will be struck by what may seem an abso¬ 
lute mania for detail. Voluminous forms to 
be filled out are only a beginning. After these 
are full, the official will produce a blade note¬ 
book in which to enter whatever other data 
may be available. You probably won’t need it, 
but just in case, what was your grandmother’s 
maiden name ? 

"This is Japanese pragmatism at work. 
Japanese decisions tend not to be made, but to 
make themselves, on the basis of accumulated 
data. As individuals, the Japanese can be as 
decisive as anybody; but oiganizational deci¬ 
sions are expected to represent a consensus if 
at alt possible and the Japanese have found 
that, as the mountains of data accumulate, a 
consensus will generally build itself around the 
facts and the decision will almost take cate of 
itself. 

*Tt was easy enough in 1953 or so to prove 
that today’s Japan would never happen. For 
one thing, Japan's traditional employment prac¬ 
tices accorded factory workers virtual lifetime 
tenure; payrolls could not fluctuate in pace 
with demand, which made for infloxibiiity, 
militated against cost-accounting and alto¬ 
gether seemed to insure that Japan’s industry 
would remain backward. What the experts 
had failed to notice was that job security re¬ 
duced resistance to innovation. If automation 
threatens nobody's job, no one fights it. Again, 
in the mid-fifties, when the Japanese economy 
had started moving ahead, many experts poin¬ 
ted to the vastly overextended credit position 
of Japanese industry and compared the Japa¬ 
nese economy to a bicycle: when it stopped 
moving ahead, it was sure to fall down. This 
inverse Mlcawberism, the feeling that ’some¬ 
thing will tom down,’ has not *b^n borne out. 
$0 far, at least. 

’Tt is fun to prove that Japan is impossible. 
Having done so, however, one is welt advised 
to lie down, close one's eyes and count slowly 
to infinity. This allows time for more data 
to accumulate.** 

V.B. 
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Trade Winds 


F.I.C.CI. AWARDS 

The Federation of Indian Chambers ol^om* 
mercc and Industry announced its aw^s for 

s3as«ss?«‘SiS®^ 

UmitS. Bharat Steel Tubes, l>]hi Jws been 
alven the export promotion award. The family 
planning awaid goes to Hindustan Spinning and 
Weaving Mills and this company also got w 
prize for the best industrial relations. No 
award was given this year for research in science 
and te^nology. 

F.I.C.C.l, OFFICE-BEARERS 

Dr D, C. Kothari, Madras, was unani¬ 
mously elected as the Iteitknt 
Chambers of Commerce and Industry (FICCl) 
for the year 1970-71. At the first meeting of 
the committee of tlic FTCCl held immodiatcJy 
after the conclusion of the annual meeting, 
MrS. S. Kanoria. Calcutta, was unanimously 
elected as the Vice-President for 1970-71-. 


INDO-AFGHAN COLLABORATION 

Prospects of collaborations with Afghanistan 
in setting up new industries were explored dur¬ 
ing talks held by the representutives of the 
two countries here on March lb and 17, A 
high-powered Afghan team headed by Mr 
Amanullah Mansoori, Minister for Mines and 
Industry, was in the capital for talks. Mr Man¬ 
soori and some officials of the Afghan Govern¬ 
ment visited industrial centres in Bombay and 
Poona. At the Indo-Afghan joint talks Mr 
Mansoori and the Afghan experts express^ 
I heir views on the kind of industries they would 
like to establish in their country in the near 
future and the other sectors where they w<^d 
like to have know-how. Afghanistan has 
keen to secure our assistance for a major hydro¬ 
electric project, development of processing, 
caniung and other agro-based industncs and for 
setting up industrial estates. It would also wel¬ 
come collaboration for conducting surveys of 
certain road and other proiccls. According to 
present indications, not only Indian electric and 
construction engineers will be associated with 
tlic Afi^an hydro-electric schemes but Indian 
machinery and equipmeni will also be used on 
a large scute. 


SETHI ON WORLD BANK BOARD 

Minister of St»te for Finance Mr P. C. 
Sethi will lie India’s Governor on the Board ol 
Governors of tlte Iriemational Bank for 
Reconstruction and Development (World Bank) 
and IDA. The next meeting of the Board is 
due 10 take place in SeptemN’-r. 


FRENCH AID FOR AGRICULTURE 

An agrecmcni on the agricultural planning 
and development of the semi-arid zones ol 
Andhra Pradesli was signed between the union 
government and tlic Government of the Fiwcti 
Republic recently. French Ambassador Jean 
Dariban signed the agreement on behalt ot 
Franc-c, and Mr B. R. Paid, becretary, union 
Agriculture Department on b^if of this 
country. The purpose of the project is to assist 
this country in solving the aaricultuial pro¬ 
blems in the semi arid zones of the Anantapur 
district of Andhra Pradesh, better use of exist¬ 


ing irrigation works by reconditioning small 
dams, building distribuioiy channels and wat^ 
courses, deepcoiing wells, providing lift 
irrigation and Installing sprinklers and wifid- 
breaker plantations is atnonil the principal 
activities included in the project. A hydro- 
gecdogical survey for locating ground water 
resources will also be taken up. 

LONDON INTERNATIONAL BANK 

A new international bank to be known as the 
London International Bank will start operating 
from next summer, subject to approval of com- 
l^ent authorities, it was announced recently. 
Founded by two American, one Swiss and one 
British bank, the new bank will have a register¬ 
ed capital of £4 million. 

GUR FORWARD TRADE ALLOWED 

The union government has decided to with¬ 
draw the ban on futures trading in gur with 
effect from March 12, 1970, it ww officially 
announced. The ban was imposed in' l%3. 

METHYI. METHACRYLATE AND HCN 

The union government has decided to extend 
the last date for receipt of applications for 
detailed composite scheme for the manufacture 
of hydrogen cyanide and methyl methacrylate 
from February 28, 1970 to May 14, 1970. 

AUTOMATIC BOTTLE MAKING PLANT 

With the objective of avoiding import of 
automatic bottle making plant and machinery 
in future, the government proposes to encour¬ 
age creation (»f indigenous capacity. Applica¬ 
tions have consequently been invited from pros¬ 
pective entrepreneurs for the grant of licences 
under the Industries (Development and Regula¬ 
tion) Act, 1951, for the establishment of such 
capacity, for the manufacture of automatic 
bottle making plant and machinery and ancil- 
laries needed for the purpose to reach the Secre¬ 
tary, Ministry of Industrial Development, 
Internal Trade and Company Affairs (Depart¬ 
ment of Industrial Development), New Delhi, 
before June 20, 1970. 

AUTOMATION COMMHTEE MEET 

The Committee on Automation, which met 
recently under the chairmanship of Mr R. 
Vcnkalaraman, Member, Planning Commis¬ 
sion, reviewed case studies which had been con¬ 
ducted in the units where computerisation or 
automation had been introduced. T^ com¬ 
mittee was set up in 19W to review the total 
effects of operation of automation in the ente^ 
prises in public and private sectors in which 
it hsid been already introduced. The com¬ 
mittee decided that further studies should be 
undertaken in a few public and private sertor 
units in order to obtam additional information 
on the impact of automation on the ext^t and 
pattern of employment, wages and eamuiK. 
The committee felt that compaiauve data could 
also be coUcciod in relation to production 
costs, labour saving devices, and management 
in the context of automation. 

HAL NEW PLANBB 

The Hindusten Aeronautics Ltd is presently 
engaged in developiim a new militaiy 
for the Indian Ait Fqj^ce, according to the 


aimual report of the comiwy, 

abo taken up atii^ to maottfimture ggcHeil 

vmiongof the MId«21 imdlIF-24 ptaireCTThe 

Other type of transport alrenilt ai i stim^ 
toH$-74S. Xtsa^dregovnisuiientliasaoei^ 
to transfer to HAL respoosibiUty for the supply 
of spares to the Air Force and provlsioiiiiig of 
spares for lAPs repair and overhaul tasks. 

, « 

SUGAR MILL TAKEOVER STAYED 

The Supreme Court stayed on Match 12, 
1970, the operation of the Uttar Pradesh 
Oovemmetit's order fbr the takeover of a 
Buiandshahr sugar mill and issue the state a 
ride nisi to show cause why the order should not 
be quashed. The order was issued on a writ 
perition filed by the proprietor of the mill 
challenging the Oovernment's action. Mr 
Yogeshwar Prasad, counsel for the petitioner, 
contended that Sec. 20 of the industries Deve¬ 
lopment and Reguiation Act prohibited such 
Ukeover. He contended that the Govern¬ 
ment's action was politically motivated and vio¬ 
lative of the constitutional guarantees. 

EXaSE DUTY ON TV SETS 

The television manufacturers in this country 
(J.K. Electronics. Telerad Pvt Ltd, Polester 
Electronics Pvt Ltd and Tdestar Tsleyision 
Industries Pvt Ltd) have expressed concern 
regarding recent budget propose! of levy of 
excise duly at the rate of 20 per cent ad valorem 
on tfelevition receivers. In a press conference 
thev pointed out that in January last, at a meet¬ 
ing convened by the Secretary, Defence Suppli¬ 
es, they had indicated that they would make 
available during the year 10,000 to 15,000 TV 
sets and had also indicated that after the teeth¬ 
ing troubles were over and with the increased 
volume of business, there would be an automa¬ 
tic reduction in cost and prices would come 
down so os to enable more people to own TV 
sets. The size of TV receivers is also likely to 
undergo a major change because of develop¬ 
ment of solid state techniques and use of 19" 
tube, manufactured by Bharat Electronics Ltd., 
a public sector undertaking. This would ena¬ 
ble the larger public to avail of these sets. It is 
at this stage, they stated, when the industry 
is only in the initial stage the excise 
duty at the rate of 20 per cent ad valorem has 
come as a crushing blow. A TV set duly ins¬ 
talled at the premises in Delhi, costs to a 
customer about Rs 2,450 and with the propos¬ 
ed levy, it would cost Rs 2,868/-. This would 
deter a number of customers from goingin for 
TV sets, and the local manufacture of TV sets 
would be retarded and may come to a stop, 
they added. 

AGRICULTURAL WEALTH-TAX 

Wealth-tax would be chargeable on agri¬ 
cultural land from April, 1,1970. To tackle the 
extra work-load, the Income-tax Department is 
being strengthened at various levels. Pour 
new Commissioners of lAconMax, one each in 
Delhi, Bhopal, Hyderabad and Abmedabad are 
being appointed for the purpose. Conse* 
quent upon there, appointments, there will be 
changes in the jurisdiction and work of some 
of the existing Income-tax Commissioners. 

DIVERSIFICATION OF KOTA PLANT 

It is felt that tire direi^fication progreinme 
at the instrumeius Plant at Kota, now agreed 
to Iretween the pre^t authorities and the Soviet 
ooUaboratork, would help make the idant eoo- 
notnicaUy vial^. 

rated in March, 1964 for manufactoi^ indus¬ 
trial process control instrumenta, The Swi; 
dalalkltocbiiiGalassistafire WsstpbeprovkM 
by theSoviet Union. The original plknWMto 
have two units in the public sector, one at Kota 
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andotZior at 1^1ghat« but the latter was 
posti^ned due to mouioe djfRculties. As a 
itiiift. cemin aecoodary instruments, which 
foraieo the production programme of the 
plant had to be incorporated in the 
Kota unites manufacturing programme to ena* 
ble it to supply instrumentation systems to steel 
plants, thermal power stations and fertiliser 
plants on a turnkey basis. 

BONll^ ACT AND PUBLIC SECTOR 

The Madras High Court has held that the 
payment of Bonus Act would not apply to em¬ 
ployees of an establishment engaged in any 
industry carried on by or under the authority 
of any department of the central govemmem, 
state government or a local authority. Allow¬ 
ing a writ petition hied by tlic Director of In¬ 
dustries and Commerce, Tamil Nadu the court 
quashed the orders of the labour court of four 
per cost, of the wages of the employees, employ¬ 
ed in the textile mill parts unit of the govern¬ 
ment of Tamil Nadu located in the Industrial 
estate at Madurai. The petitioner contended 
tliat the labour court erred in holding that the 
concerned industry, run by the local govern¬ 
ment, was covered bv the Payment of Bonus 
Act and contended that under Section 3?(IV) 
of tJie Act, it does not apply to employees of 
an establishment engaged in any industry carri¬ 
ed on by or under the authority of any depart¬ 
ment of the central government or state 
government or local auUtority. 

EXPO-70 

The Emperor Hirohilo of Japan formally 
opened Expo-70 on March 14, at Osaka. 
The crown prince Akihito pressed the button 
and a large ball hung over the audience split 
with a roar showering coloured comfetti and 
paper cranes on the guests. A group of 50 8l 
Japanese Diet members were among the first 
visitors to the Indian pavilion which has ope¬ 
ned a part of its show. The Indian pavilion is 
in a (lOOO sq. metre peripheral plot. 

BANNED LISTS SUSPENDED 

The union government decided on March 
14, to scrap the banned lists which specified 
the industries where licences were used to bo 
denied. The lists however, will remain sus¬ 
pended for only six months on an experimental 
measure. If the experiment succeeds this will 
become the permanent feature. 

^VEST GERMAN BANK RATE 

The West German Central Bank recently 
raised lltc bank rate from six to a record 7 5 
per cent. ^ 

BATA EXPORTS 

Bata*lndia has an impressive export record 
earnings increasing from R$ 1*7 crores in 1965 
to R$ 4*64 crores in 1969. Despite stiff com¬ 
petition from Japan and Hong Kong, the 
company has not only maintained its tradi¬ 
tion^ markets but expanded its sphere to 
other countries and hopes to do better in the 
current year. ^ 

CIIEMICAL MANUFACTURERS* PROBLEM 

Mr M.t. Seth, Preridient, Indian Chemical 
Manufacturers’ Association stated that excise 
duty on certain raw materials like wbide used 
in the manufacture of PVC would adversely 
affect the cost of production and make carbide** 
ba^ units incoimi^tive. Similarly, the duty 
on. synthetic ruboer would push up costs of 
ruhber^^bi^ i^ustrjes. Mr Seth staled that 
the ewdte duly caceoipticm on nuxed fertthsers 
manufix^uxed fiim duty-paid basic fertilisers 
was a cofiect s^ as Hus would encouraw the 
production andi ^nstunpiton of mixed fertilisers 
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which provided several advantages. However, 
It was desirable that the exemption from duty 
was also available to the superphosphate 
industry, operating presently at 50 per cent 
capacity only. The industry should be provided 
protection by a basic imp^ duly on the im¬ 
ported phosphatic fertilisers* ft^ier utilisa¬ 
tion of capacity would leddce imports and 
increase employment. Referring to the phar¬ 
maceutical section Mr Seth pointed out that 
the lecent attempt of the government at con¬ 
trolling drug prices at unremunerative levels 
was likely to Jtavc an adverse effect, on the 
growth of tile industry. He, however, appre¬ 
ciated the need for making drugs available to 
the common man at reasonable prices, but em¬ 
phasised that the health of the industry was 
equally important. 

Mr Seth also laid stress on export promo¬ 
tion effort. 7‘he export of chemicals from this 
country, he added, had increased from Rs 10 
crores in 1960-6! to Rs 2J crores in 1968-69. 
The ICMA Itad established an export promo¬ 
tion group for attending to the problems co¬ 
nnected with exports. Tlie association had 
also a proposal to send a delegation to some of 
the Souih-Bast Asian countries and Australia. 
He expressed iJie hope that tlie chemical indus- 
tty, given the necessary facility, would raise 
its export performance substantially. 

EXPANSION OF EXISTING UNITS 

Following the two notihcations issued by the 
Ministry of Industrial Development on Feb¬ 
ruary 19. 1970. clarifying tlie new industrial 
licensing policy Tpublish^ in this journal on 
February 27, a third notification (S.O. IDRA/ 
29B/70/(3) has now been issued clarifying the 
procedure to be followed under the new policy 
for the expansion of the existing units. To 
some extent, this notification modifies the no¬ 
tification S.O. IDRA/29 B/70/1, which explain¬ 
ed tlie licensing system. 

The new notification says that so far as the 
expansion of industrial undertakings is concer¬ 
ned, the central government would exempt 
from the oiwaiion of Clause (d) of sub-section 
0) of .section 13 of the Industrial (Develop¬ 
ment & Regulation) Act and the rules made 
thereunder, all industrial undertakings regis¬ 
tered under the said act or in respect of which 
licences or permission have been issued under 
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that AcL which have fixed assets in land, buil¬ 
dings, plant and machinety tn value not ex¬ 
ceeding Rs 5 crores. 

Provided that no such industrial underta** 
kings shall be eligible for exemption : 

1. If the value of the said fixed assets af^er 
substantial expansion exceeds, at any stage, 
Rs 5 crores, or 

2. if it belongs to or is controlled by any 
larger industrial house as classified by the 
Industrial Licensing Policy Inquiry Committee 
in tlie list at Appendix U-A (1) of Its Report, 
as amended by government from time to tiitie; 
or 

3. if it is a foreign company or a branch or 
subsidiary of a foreign company; or 

4. if it falls under the category of dominant 
undertakings, as defined in clause (d) of sec¬ 
tion 2 of the Monopolies and Restrictive Trade 
Practices Act, 1969; 

5. if it relates to any of the industries listed 
in schedule I of the notification S.O.IDRA/ 
29/70/1; or 

6. if it requires more than the equivalent 
of Rs 10 lakhs or more than 10 per cent of the 
value of the increase in fixed asset.s in land, 
buildings, plant and machinery by way of fo¬ 
reign exchange for import of machinery and 
equipment, whichever is less, or may ordi¬ 
narily require foreign exchange for riie im¬ 
port of raw materials, components and the 
like: or 

7. if it relates to any of the industries listed 
in Schedule If of the Notification S.O./IDRA/ 
29B/70/I; or 

8. if it relates to certain bask, strategic and 
critical industries listed in the core industries 
(Annexure I to the New Industrial Licensing 
Policies Statement); 

Provided further that the airaragatc value 
of the substantial expansion, whether in one 
stage or more than one stage, of any industrial 
undertaking under the exemption contained in 
this Notification, shall not exceed rupees one 
crorc. 


Hadtetn ^conombt 2,5 l^€at5 


MARCH 


One of the fundamental principles of post¬ 
war planning, on whicli emphasis has been right¬ 
ly laid by the public and reinforced by Sir 
Ardeshir Dalai, is that of decentralixation and 
regionalism in industrial development. The 
dangers of excessive concentration me now 
widely recognized; considcrationa of strategy, 
social costs as opposed to private costs which 
do not take account of the full costs of produc¬ 
tion, the policy of fiill employment ol‘ resources 
and labour have all forcefully brought out the 
need for a wt^ distribution of industry than 
had been the case before the war* The lack of 
diversification of industty in a centre has 
accentuated the evil efiects of a depression, 
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while it has been found that attempts to draw 
otf labour to otlier centres are just useless 
because the capacity of the latter to absorb 
additional labour in times of universal depre¬ 
ssion is nil. Apart from the above, the wisdom 
of seeking to improve the mobility of labour and 
constantly to get it moved from one region to 
another is questioned and it has been asked 
whether it is not more desirable for some cons¬ 
cious attempts to be made with a view to bring¬ 
ing industry to certain regions and restricting 
the growth of too largo aggregations of the peo¬ 
ple. AH these considerations have invested 
the problem of industrial location with more 
than ordinary interest everywhere* 
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\HMKDABAD ELECIRFCITY CO. 

iHV AHMFDABAD Electricity Co.. lAj.. 
will enter tlte capital mftrket on April 1. 1970, 
with an issue of 70,000 (7-3/4 per cent) (1980) 
iTHirttUige debentures of Rs. JOOO each at par. 
'(‘he issue will close on April 8, or earlier at the 
discretion of the directors but mn before April 
4. The company has an authorised capital of 
Us 10 crorcs and subscrilied and paid up capital 
of Rs H '75 crorcs. The Issue has been under¬ 
written by Life Insurance Corporation of India; 
Dnit Trust of India; The Industrial Credit and 
Invoiilmeni Corporation of India lAd.; Indian 
Guarantee and General Insurance Co. Ltd; The 
fiticntal Fire and (icncral Insurance Co Ltd.. 
Bank id India; Bunk of Buroda; Ontral Bank 
ol India; The Andhra Bank Ltd., The Bank 
of Karad lAd.; C'luirnpaklal Devidas; H.P. 
Mehta & Co., and D.S. Purbhoodas & Co. 
The company is engaged in the generation and 
distribution of electricity to consumers within 
the area of supply covered by the licence which 
comprises ia) the area contained within a cir¬ 
cle with a radius of six miles from the Ahmed- 
abad'municipal ofticc, which covers about 113 
\i(uarc miles and (/>) the new state capital' of 
Gujarat, tlte Gandhinagar Township about 
24 su. miles thus constituting an overall area 
of about 137 square miles. The electrical 
energy distributed by the ci>mpany to consu¬ 
mers within its licensed area of supply is partly 
generated in the company's power house and 
partly received in bulk from Gujarat Elec¬ 
tricity Board. The company does not intend 
u> acquire any new business otit of the proceeds 
of the issue but will utilise the same for hnancing 
capital expenditure on power distribution 
fadliiics within the urea of supply of the com¬ 
pany and to redeem the existing debentures. 


MARTIN BURN 

Thk working of Martin Burn Ltd, during the 
year ended September 30, 1969 has resulted in 
a net profit of Rs 26 -48 lakhs after providing 
Rs 3 *45 lakhs for depreciation, Rs 24,100 for 
development rebate reserve and Rs .30 lakhs for 
taxation. Sales increased to R,s 7-64 crorcs 
from Rs 6 26 crorcs. Managing agents' and 
sccFCtaries' remuneration is around Rs 37 -64 
lakhs. The directors have transferred Rs 22 *50 
lakhs to general reserve. They have proposed 
an equity dividend of 10 per cent which will 
absorb Rs 22 *07 lakhs, paid from the general 
re.scrve. As the company's business as manag¬ 
ing agents will cease in April, 1970. the directors 
have embarked on new ventures with a view to 
(xurtially recouping the agency commission. 
The company has acquired the licences and 
undertaking of the Fy/abad electric and the 
Jaunpur electric. The profits accruing from 
these investments will be reflected in the current 
year. 


BOMBAY DYKING 

The Bombay Dyeing and Manufacturing Co 
Lid, has reported a net profit of Rs 20 23 lakhs 
during 1969. Sales are around Rs 21 *56 
crores. The allocation include depreciation 
Rs 105*60 lakhs, taxation Rs 6*30 lakhs, 
managing agents' remuneration Rs 3 *15 lakhs 
and development rebate reserve Rs 23 lakhs. 
General reserve No. 2 gets Rs 5 -80 lakhs. The 
interim dividends will absorb Rs 14^45 lakhs. 
The directors state that the production was 
adversely affected in the first six months of the 
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year by a 16 per cent cut in electric power end 
high absenteeism of weavers. They fear that 
the continuous rise in cotton prices will push 
up the production costs and it will bi* difficidt 
for mills to effect sales of cloth at prevailing 
cotton prices. Export in 1969 amounted to 
31 *18 million yards valued at Rs 6*69 crores. 
The company's largest item of exports to the 
UK sheets and sheetings, suffered as a result 
restrictions imposed on it. The decision of the 
British government to impose from .tanuary 1, 
1972, an import duty of 15 per cent on goods 
from India and to scrap tlic quota system will 
further hit the exports, the dirc-tors fear. The 
company has also exported yarn worth Rs 2 *81 
lakhs. 


E.LD. PARRY 

The directors of E.T.D, Parry Ltd have re¬ 
ported that during tlie year ended September 
30, 1969 the company's sales of fertilisers in¬ 
creased by 30 per cent in spile of unfavourable 
climatic conditions and large slocks of imported 
material. The production of superphosphate 
w'as maintained at a satisfactory level. Des¬ 
pite difficulties, the Ennore factory operated at 
a slightly higher level and produced a complex 
fertiliser which was marketed successfully. The 
sales of the products of the Coromandrl Ferti¬ 
lisers Ltd were effected at a much higlicr level. 
The company’s sugar factoiy crushed 608,861 
tonnes of cane and produced 48,056 tonnes of 
sugar with an average recovery of 7 89 per 
cent, the figures for the previous season being 
537,756 tonnes, 44,910 tonnes and 8*35 per 
cent respectively. Sales of chemicals, spirits 
and carbonic acid gas continued to be .satis- 
Ihctory. The turnover in respect of ceramics 
established an all-time record with a substantial 
increase in tsxports. The pre-tax profit of the 
company for tJio year dropped to Rs 85*49 
lakhs from Rs 2 *67 crores For the previous year. 
With taxes claiming Rs 56-79 lakhs, ihe net 
profit amounted to Rs 28 *70 lakhs against Rs 
1 *81 crores. 


CANARA BANKING 

The Canara Banking Corporation Ltd in 
1969 has revealed a profit of Rs 6*80 lakhs. 
While deposits have increased by Rs 1 -52 crores 
to Rs 21*34 crorcs, the bank's total advances 
have risen to Rs 14*42 crorcs. The equity 
dividend is higher at 12 per cent absorbing Rs 3 
lakhs. Out of the profits, a sum of Rs 2 15 
lakhs is transferred to the statutory reserve fund 
thereby raising it to the level of the paid-up 
capital which is Rs 37 *50 lakhs. 

BANK OF MAHARASHTRA 

Deposits of the Bank of Miaharashtra 
increased by over Rs 14 crores knd stood 
around Rs 87 crores in 1969, Since nationa¬ 
lisation, there has been an increase of 
more than Rs 9 crores in deposits. Advan¬ 
ces during the year went up by Rs 15*23 
crores, of which i^iority sectors like small- 
scale industries, agriculture and export got Rs 
7*27 crores. The bank's advances to small- 
scale industries now account for 26 per cent of 
the advances. The bank opened 27 branches 
during the year. It hsu now a net work of 177 
branenes, of which 105 branches are inrural and 
semi-urban centres. The bank has introduced 
the fbHowiiu special schemes after nationaliaa* 
tion : (1) assistant to medical graduates to sdt 
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«p own naette^ (2) financiilt .tnatpoit utteat- 
tors (3) nbandaf assistance to techfdcaUy 
fied people for setting up industries, (4>,diais- 
tanoe to small retailers and (5) assistance to 
studies fbr higher education. 


SARU ENGINEERINO 

Saru Engineering Corporpiion Ltd, proposes 
to issue for public subscripHon AOOO (9 *5 per 
cent) cumulative redeemable preference shares 
of Rs ](X) each and 19,600 equity shares of Rs 
25 each. The entire public issue has been 
underwritten. The company has an authorised 
capital of Rs 1 *50crores (Rs 35 lakhs in nmfer- 
onco and Rs 1*15 crores in equity shares). 
The present issue is for Rs 13 * 30 lakhs, of which 
equity shares of Rs 3 *79 lakhs have been re¬ 
served for directors and their friends and em¬ 
ployees of company. The company proposes 
to set up an aluminium alloys project at Meerut 
(UP). Construction of the factory building is 
expected to start soon. The capital outlay on 
the project is estimated at Rs 45 lakhs, which 
will be met by share capital loan from the UP 
Financial Corporation, deferred payment (Rs 
3 * 19 lakhs), bank borrowings (Rs 14 lakhs) and 
deposits and advances by directors (Rs 31,000). 


PHILLIPS CARBON 

Phillips Carbon Black Ltd, has declared a 
dividend of 15 per cent for the year ended 
November, 1969. It has also proposed to capi¬ 
talise Rs 18 *75 lakhs from reserves to issue one 
fully paid bonus share for every existing ten 
shares. The bonus shares will rank for divi¬ 
dend from the current year. The company has 
reported a gross profit of Rs 117*24 lakhs 
against Rs 92.38 lakhs in the previous year. 


CEAT TYRES 

C^at tyres of India Ltd recorded a gross pro¬ 
fit of Rs 2 -61 crores for 1969 compared to Rs 
2 *37 crorcs for 1968 and Rs 1 *62 crorcs for the 
previous year. Its sales have risen further to 
Rs 23 ■09 crores from Rs 21 *05 crores for 1968. 
The company’s board did not take a decision 
on the equity dividend for the year but decided 
to meet again for the purpose. The company 
had maintained its equity dividend for 1968 at 
the previous year’s level of nine per cent, but 
issu^ bonus shares in the ratio of one share 
for every sliaro Iteld. Out of the gross profit, 
depreciation claims Rs 39 *50 lakhs, taxation 
Rs 1 * 15 crorts and development rebate reserve 
Rs 4 *39 lakhs, leavini? a higher net profit of Rs 
J 02 crores against Rs 85 *78 lakhs. Thi.s sur¬ 
plus has been disposed of by transferring Rs 
91*81 lakhs to the general reserve and Rs 10 
lakhs to the dividend equalisation reservi. 


GOODYEAR 

Goodyear India Ltd. has earned a pre-tax 
profit of Rs 2*90 crores in 1969 against Rs 
2 *76 crt)res in 1968, following a rise in sales to 
Rs 28 *73 crores from Rs 27 *16 crores. A 
higlter equity dividend of 17 5 per cent, has 
already been declared against 15 per cent paid 
for 1968. The directors have proposed to pro¬ 
vide Rs ] *32 crores for taxation and Rs 8 
lakhs for development rebate reserve, leaving a 
net profit of Rs 1 *40 crores against Rs 1^4 
crores. The proposed dividend will claim Rs 
44 *43 lakhs against Rs 38 *08 lakhs. 

INDIAN WOOD PRODUCTS 

The Indian Wood Products Co Ltd, has 
reported a profit of Rs 6 69 lakhs for the year 
coded September, 1969 against Rs4'20takiislii 
the previous year, after providing Rs 75,285 Ibr 
dq^iriioi) and Rs 8 28 lakhs for taxaitiofi. 
ChsoMl reserve gets Rs 5 J27 Ilkhs. An equity 
dii4d6n(f of 16 per cent, including am inWid 


Company Affairs 





EASTERN eCQt^MiST 


«r;« pgr qnt Itif ^ deelutd agtinst 9 per 
ill the fMvvious ym 

CARSW 


Oiiew aiM) Co. Ltd, has suffbted a set-back 
^ ^ ***? eficM September 

pmit froQ^ ;]^ 32 54 ia|hi to Rs 5 '58 lak&. 
Hm dbecton jpropoae; tmefoie, to skip the 
oidiiuffy dividend for the yean Sates have 
goneidown from Rs 3*36 croies to Rs 3 14 
crores and closing stocks are placed high^ at 
Rs 70'd7 lakhs amnst Rs 39-72 lakhs. 
After providing Rs 7 -24 lakhs for depreda- 
titm,Rs. 155 for taxation and Rs3'03 laluisfor 
development rebate reserve there is a loss of 
Ra 4'd9 lakhs against a profit of Rs 12 35 
lakhs. 


A sum of Rs 5-36 lakhs has been trans* 
ferted firom the nneral reserve. The proposed 
dividend on praerence share will absorb Rs 
67»fiOQ. The directors propose to issue bo¬ 
nus shares, subject to governments sanction, 
by capitalising a sum of Rs 4 lakhs out of the 
general reserve. The company issued bonus 
shares lost year also by oapitalising Rs 4 lakhs 
out of its general reserves. 

The directors state that the working results 
in the cunent season will depend upon the levy 
sugar price fixed for the factory. If this is 
inequitable, the directors will consider filing 
another writ petition, or taking other legal 
procedures to seek relief. The Asansol dis¬ 
tillery continued to sufibr from an acute scar¬ 
city of molasses during 1968-^. The Rosa 
distiltety had a more satisfactory supply of 
molasses but, unfortunately, in UP several 
new licences were granted for INfFL manu¬ 
facture and large industrial alcohol distiUeries 
started marketing very cheap IMFL. 


mnjMSERITEA 

After providing Rs 167 lakhs for deprecia¬ 
tion, Rs 11,000 for development rebate reserve 
and Rs 38,351 as managing agents' commi¬ 
ssion, the company has earn^ a profit of Rs. 
3 07 lakhs in 1969 against Rs 4 15 lakhs in 
the previous year. Taxation absorbs Rs 1 25 
lakhs, white the capital reserve and general 
reserve get Rs 9,520 and Rs 1 -05 laluis res- 
pectively.The dividend on equity shares has 
been maintained at 10 per cent, on increased 
capital, absorbing Rs 1 lakh while the dividend 
on preference shares has also been maintained 
at 10 per cent, clainGung Rs 12,000. 

During the year, Rs. 22,838 has been written 
bade as excesss depreciation no longer requi¬ 
red and Rs 15,765 as liabilities no longer re- 

3 uiied. Sate proceeds of tea amounted to Rs 
7‘29 lakhs against Rs 29*34 lakhs. 


ted out, stands to lose Rs 27 tekhs per month 
inieveinue.a figure which hit exceeds the profits 
it can make. Until prices are readiusted the 
industry will continue to pass a cri¬ 

tical phase. However, after a period of dack* 
neas me market in the country is pic^ 

received a tteenoe to mahufactiiiie mopods. 
During the year ended Septe mb er 30,1969, sates 
of the company amounted to Rs 8 *13 ornres. 
The net profit is lower at Rs 21,776, equity 
dividend has therefore, been passed over. 

DUNLOP 

Dunlop India Ltd, has reported satisfactory 
results for 1969. The net prcdlt has increased 
from Rs 6*01 crOres to Rs 6 99 crores, after 
providing Rs. 1*12 crores for depreciation. 
A taxable ordinary dividend has been raised 
from 17} per cent to 20 per cent, including 
an interim of 7} per cent. Taxation ab¬ 
sorbs Rs 2 *83 crores and development rebate 
reserve Rs 45*47 lakhs. Sates arc up from 
Rs 70-71 crores to Rs 81*32 crores. Pre¬ 
ference and ordinary dividends paid absorb Rs 
2 *05 crores, leaving a balance of Rs I *65 
crores which will be transferred to general 
reserve. The company made good progress 
during the year and with continued good de¬ 
mand for its products, the total income rose 
by 15 *1 per cent to Rs. 81-74 crores. 

MYSORE SUG.\R 

The working of the Mvsore Sugar Co. . Ltd, 
during the year ended June 30, 1969 has resul¬ 
ted in a net profit of Rs 26 -43 lakhs against a 
loss of Rs 38*27 lakhs in’the previous year, 
after providing Rs 23 ‘85 lakhs for depreciation 
and Rs 39 *77 lakhs for development rebate 
reserve. After making some adjustments, a 
sum of R$ 15 *83 lakhs has been transferred to 
general reserve. The directors have proposed 
a final dividend of 10 per cent for the year. 
Together with the 10 per cent interim dividend 
already paid, the total dividend will be 20 per 
cent and will absorb Rs 10 *82 lakhs. Produc¬ 
tion of sugar fell short of estimate by about 
15,000 tonnes as the factory was deprived of a 
third of the contracted sugarcane, which was 
diverted to the manufacture of jaggeiy. Fo¬ 
llowing the improvement in the supply position 
there was a steady fall in open market sugar 
prices. The company crushed 246,000 tonnes 
of cane and produced 26,304 tonnes of sugar. 
The new, 7,000-gallon distillery was commi¬ 
ssioned in Octoto, 1968. Due to the impro¬ 
vement in the supply position of molasses, 
alcohol production increased to 60,002 hecto 
litres from 28,231 hecto litres. The newly 
erected acetic acid plant was commissioned 
in August, 1968. 

CENTRAL BANK 


During the year the estates has produced 
420,000 kg of tea, the average salable price 
being Rs 6*41 per kg. The comparative figures 
for the previous year were 459,000 lakh kg. 
and Rs 6*47 per kg. 

The company exported tea worth Rs 4 ■ 5 
lakhs against Rs 11 lakhs in the preceding 
yetr. 

SBNRAUKIGH 

Mr Abhfiit Sen, Chairman of Sen-Ratetgh 
Ltd, told ^ sharehokiars reoentty that there 
are many indiMOn of a Ibture that could be 
more stimte. The benefits of easing of labour 
unrest, he added, may not be ftuly realised 
in the current year. Imo are difiiculttes In 
gsltinig steel supplies and their prices have ateo 
goueup. A case for a price increase of foicyclre 
naa been put up to the government eariy this 
yeir,^heAM^« Wc^ induetiy he poin- 


Central Bank of India has introduced a new 
cash round the clock scheme in collaboration 
with fiurmah-Shell for the common man in 
Bombay. The object of this scheme is to pro¬ 
vide emergency funds for the public round the 
clock bv encashment of special emergency vou¬ 
chers at Central Bank of India branches during 
ofike hours and at select Burmah-Sbcll service 
stations in Bombay after office hours. Emer- 

K vouchers can be purchased from any 
of the bank in denominations of Rs 50 
and Rs 100. The setect Bnrmah-Shell service 
stations will encash such vouchers subject to 
a maxinmra of Rs 100 at a time per person. 
This sendee is free. 

BAST INDU HOTELS 

The East India Hotels Ltd, has decided to 
issue rights ordinary and preference shares. 
The rights issue is proposed to be made in the 
ratio one for every two shares held. A bonus 
issue IS also propom to equity hcdder$ in the 
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ratio of two shares for every three held« subject 
to sanction by the ControUer of Capital Issues. 
As the bonus shares win be issued after the 
allotment of rights sham, atUHtere of the new 
rights shares All also be entitM to bonu|i 
sluues. The company's authorised capital 
has been increased from Rs 3 crores to Rs 4*5 
crores. The directors are confident of main- 
tatnliag the equity dividend wljicH is expected 
to bo free of tax. 

L^riED MOTORS 

United Motors (India) T.td, has stepped up 
the equity dividend from Rs 1 -75 to Rs 2 per 
share, subject to tax for 1969. It has also de¬ 
cided to issue shares in the ratio of one share 
for every six shares hcW. 


UNIT PRICE 

The Unit Trust of India has raised the sate 
and repurchase prices of its units by tO paise 
each with effect from March 4,1970. The sate 
and repurchase prices of units have been fixed 
at Rs 10*95 and Rs 10*55 per unit, respective¬ 
ly. 

CAPITAL AND BONUS ISSUES 

or the U companies permitted by the govern¬ 
ment to raise capital, Hindustan Motors and 
seven others have been allowed to issue bonus 
shares totalling Rs 5 *21 crores. 

Hlndiistaii Motors I4il, Calcutta, has been 
accorded consent to capitalise Rs 2,19,42,010 
out of its general reserves and issue Ailly ppid 
equity shares of Rs 10 each as bonus shares 
in the ratio of one for five equity shares held. 

The K. C. P« Ltd, Madras, has been aa^ord- 
ed consent to capitalise Rs 1,16,74,580 out of its 
general and capital redemption reserves and 
issue fully paid equity shares of Rs 10 each 
as bonus shares in the ratio of 17 for every 20 
equity shares held. 

Hindustan Wires Ltd, Calcotta, has been 
accorded consent to capitalise Rs 32,50,000 out 
of its general reserves and issue fully paid equity 
shares of Rs 10 each as bonus shares in the ratio 
of one for every two equity shares held. 

V. S. Dempo and Company Private Ltd, Goa, 
has been accorded consent to capitalise Rs 
25,00,000 out of its general reserves and issue 
fully paid equity shares of Rs 1,000 each as 
bonus shares in the ratio of one for four equity 
shares h/ld. 

Carbonmdimi Universal Ltd, Madras, has 
been accorded consent to capitalise Rs 95,40,000 
out of its general reserves and share premium 
and issue fully paid equity share of Rs 100 each 
as bonus shares in the ratio of nine for ten 
equity shares held. 

The Tiles and Pottery Works Company Ltd, 
Baroda, has been accorded consent to crpitalise 
Rs 1,03,240 out of its general reserves and issue 
fully paid equity share of Rs 10 each as bonus 
shares in the ratio of one for two equity shares 
held. 

Coffee Lands Ltd, Pollbetta (Mysore), has 
been accorded consent to capitalise Rs 6,00,000 
out of its general reserves and issue fully paid 
equity shares of Rs 10 each as bonus shares 
in the ratio of one for five equity shares held. 

Hindustan Sanitaryware aad ladnstries Ltd, 
Calenttei has been accorded consent to capital¬ 
ise Rs 23,99,080 out of Its general reserves and 
issue fully paid equity shares of Rs 10 each as 
b^us shares in the ratio of 12 for every 25 
equity shares heid. 
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THE BWAUOR RATON SILK MF6. (W?6.) CO., LTD. 

(Pulp Division) 

Birlakootam—Ma voor—Kozhikode 


saves 


enormous foreign exchange for National Development 



manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 


Gram : *WOODPULP', Calicut. 


Phone: 3671-74 


Mg. Agents : Birla (Gwalior) Pte. Ltd. Calcutta 
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Chairman, Nr. W.G. Pullan’s Statement 

The following ere extracts from tiie Statement by the Chairman, Mr. William George Pnlleit, 
to be presented at the Annual General Meeting of The Chartered Bank on $th April, 1970, 
at 38 Bi^opsgate, London E.C. 2. 


Sjoce my statement a year ago we 
have taken a momentous step in merg¬ 
ing with oiir good friends, The Stan¬ 
dard Bank Limited, and The Chartered 
Bank is now a wholly owned subsidiary 
of Standard and Chartered Banking 
Group Limited. Such a change of 
status after 116 years of independence, 
during which the hank passed through 
many vicissitudes, including two world 
wars, and emerged strong and successful, 
caused inevitably a measure of nostal¬ 
gic regret in a loyal staff past and pre¬ 
sent, and we believe in many customers 
and stockholders too. However, this is 
the day of larger and larger banks giv¬ 
ing the widest range of services to, 
amongst others, the huge international 
operating companies, and with our 
merger we become part of an organisa¬ 
tion with more than double our capital, 
reserves and balance sheet figures, 
and with a correspondingly increased 
geographical coverage. Above all. 
The Standard Bank Limited make ideal 
partners for we are both British over¬ 
seas banks steeped in the same tradi¬ 
tion, handling the same type of business 
and yet we complement each other and 
do not overlap in our world branch 
system. Finally, and this we, and I am 
sure our ccmnections at home and over¬ 
seas, cherish m(>sl of Char¬ 

tered Bank wilf continue to operate as 
it has through the years giving the same 
service with the same staff to our custo¬ 
mers and our host countries. 

Turning now to our fortunes in 1969, 
we passed through a year which, not 
unusually for a bank estaUished in so 
many countries, was always eventful 
and yet foadamentally less worrying 
than its predecessors because of the 
sti^y strengthening of sterling and the 
general more stable conditions of world 
currencies oime the parity of the French 
franc and the peutschcmark had been 
adjusted, ft Was r^f to be aMe to 
cover the exchange risks of our over¬ 
seas impoitm and exporters without 
tmdue risk to ourselves and we were 
able even to tiAe our part dependence 
oh expensive' ih^y in our stride, 


which meant that with increased com¬ 
mercial activity and higher commodity 
prices in our area we experienced a 
very successful trading year. 

At home we reluctantly had to relin¬ 
quish our investment in Financings 
Limited following a merger, bui fortu¬ 
nately our relationship with the Hodge 
Group has been even closer and is de¬ 
veloping in the promising manner we 
had anticipated. 

In Europe by the establishment of 
a bank in Zurich in collaboration with 
Christionia Bank og Kreditkasse. Oslo, 
and Bankhaus Conrad Hinrich Ponner 
of Hamburg under the name of 
Anglo Nordic Bank Limited, and in 
Rotterdam a bank in the name of 
European and Overseas Trading Bank 
N V. also with Bankhaus Conrad Hin¬ 
rich Ponner as a partner, we are pur¬ 
suing our policy of giving the fhllest 
services to our branches overseas and to 
our International Banking Pivision in 
London. 

The ABahabad Bank Lindted 

In the pursuit of a socialistic ideo¬ 
logy the Indian Government consi¬ 
dered it advisable and necessaiy to 
nationalise all locally re^stered banks 
having deposits in excess of Rs SO crores 
and the assets and liabilities of our 
afUiate in India were taken over by the 
Government with effect from 18th 
July 1969. Although the Government's 
decision in this regard is being challen- 
gedi in the courts the figures of our for¬ 
mer afiiliate have been excluded from 
oiir consolidated balance sheets and we 
now await results of our claim for the 
payment of compensation. India has 
mways punctiliously honoured its over¬ 
seas obligations, and We confidently ex¬ 
pect to M t^burted in sterling for 
monies we have invested from this 
country in the AOahabad Bank Limited. 

TUe Year'e Aeeaimis 

Owing to the nationalisation of 
Allahabad Bank Limited, to which I 
have already lefbned, the assets and 


liabilities of that bank are not included 
in our consolidated balance sheet. The 
balance sheet totate of Allahabad Bank 
for 1968 were £73 millions and. in view 
of the elimination of figures of this sixe 
from our group accounts for 1969,1 am 
pleased to be able to report that our 
consolidated balance sheet totals have 
increased by £27 millions to £935 
millions. Current, Peposit and Other 
Account have decrea-sed by £12 mil¬ 
lions but if the comparative figures for 
1968 were adjusted to allow for the 
deposits of Allahabad Bank there would 
be an increase of £51 millions. 

The rights issue to stockholders in 
January 1969 increased the Bank’s issued 
capital to £9,680,000. The premium 
amounting to £2,117,500 resulting from 
the issue has been credited to the Re¬ 
serve Funds. After an adjustment to 
the Reserve Funds due to the exclusion 
of Allahabad Bank’s figures, the Bank’s 
capital and consolidated published 
reserves together with the balance on 
profit and loss account now total 
£29.163,910, an increase of £4,118,899. 

Profite and PivUends 

After making the usual provisions 
and deducting minority interests in 
subsidiaries, the consolidated net pro¬ 
fit for the year is £2,960,210 an incirase 
of £482,803 on the previous year. At 
the halfway stajge we reported that pr<»- 
fits were sfightlv below the comparable 
figures for the ms* half of 19^ arid the 
improvement now shown is due to an 
increased volume of business lo tto 
second half of tbe.year which improved 
our prdfitability. especially in our ovei^- 
seas branches and Sufatidiaries. 

Wnh the balance of ^ofit brought 
forward from Iasi year of £989,776 
tire amount available for distributiem 
is £3.949;^ 0Qt of which £1,082,364 
has been transfiared to Reserve Funds 
and £370,000 to Reserves for Contite- 
getK^. The interim dividend of 
pnid on 26th Septembn 1969 
atoorbed £726,000 and a second ialerfrii 
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dividend of *7i % payable on 27th 
February 1970 make* the total for the 
year 15%, the same as for the previous 
year. The balance to be carried for¬ 
ward to 1970 will theft I)! £1,045,622. 

India 

Externally the year, particularly in 
the early weeks, was uneventful. Chin% 
was pre-occupied with its Soviet 
borders and Pakistan had no time for 
other than its internal problems and 
a few straws in the wind created cau¬ 
tious optimism, which has however 
evaporated with the realisation that 
many of the Prime Minister’s more re¬ 
cent appointments will pursue an 
Eastern bloc orientated policy to the 
detriment of the West. 

’Industry is beginning to recover 
slowly from its recession although subs¬ 
tantial capacity still remains idle. 
There is a serious shortage of raw ma¬ 
terials and an acute lack of steel whilst 
widespread labour unrest has proved 
particularly harmful to the tea and jute 
industries. The unsettling effect of the 
nationalisation of the commercial 
banks, followed by a resolution passed 
at the plenary session of the ruling 
Congress Party in Bombay in December 
calling for the nationalisation of gene¬ 
ral insurance and s^atc control over the 
bulk of the import trade, together 
with the reconunendations of the 'Dutt’ 
committee designed to disperse concent¬ 
rated wealth and economic power, have 
made many industrialists prune invest¬ 
ment programmes and curtail plans foe 
expansion. For a long time such mo¬ 
mentum as existed in the economy was 
generated by the private sector and the 
present switch to extreme left-wing 
socialism can only be detrimental to 
industrial expansion, to the welfare of 
the country and to the masses the Cong¬ 
ress Party is avowedly attempting to 
help. 

Fortunately in agnculture the picture 
was brighter for, helped by government 
policy and a succession of good mon¬ 
soons, the progress of the previous year 
was sustained. Further advances too 
may be expected from the high yield 
seed programme, the increasing use of 
fertilisers and insecticides and the grow¬ 
ing acreage under irrigation and food 
production may reach 100 million tons 
for the first time, which would repre¬ 
sent a six percent increase over 1S168/69. 
llte rapidly increasing food crops and the 
consequent reduction in imports signi¬ 
ficantly narrowed the trade ^p and for 
the year, ending in June 1969 the coun¬ 
try’s reserves increased by U-S. *118 
millioit If tea prices have turned the 
comer and more settled conditions pre¬ 
vail on the estates, {stifits in agriculture 
generally copld be j^mising. 

There wen »^s in the year that the 
results of devaluation, couided with a 
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will and drive to ex|x>rt by established 
industrialists aided by tmeap emt^ 
finance, was at laet having a benradal 
efflict on the balance of payments and 
for a time the couolry eeeined to be on 
the road to econodfo recovery, bat the 
prasMt aheted poli^ will undouMed- 
iy cause a setback. 

Our JLocal Advisory Board continued 
to meet regularly over the year and we 
also had the benefit of a persona) meet¬ 
ing in London with smne of its members, 
whom we were haiqiy to welcome into 
our midst. 

Conclosion 

As each year passes and the new or 
developing countries as we are still 
apt to call them, become that much 
older, it is more apparent that those 
with liberal governments encouraging 
private enterprise are forging more and 
more ahead. Even a benevolent dicta¬ 
torship not anii-business and agamst 
profits 1 $ likely to have a more success¬ 
ful economy and a more satisfied people 
than any so-called democracy where 
extreme socialistic measures, tnireau- 


craUcimetfiftriaioe 4ad tdnsftti^iN 
enterprise add 

success in the more dpctrhtaire oohnt- 
lies, ins^ of piodudtif to 

test^ the hdhdKe and give inoqibtus 
to' trade, often meirely sms aft increase 
in a. form of cnimitfiil aatiooalism. 
Internal politics cannot unfortunsftely 
be left completely out of badness, 
even in the inoustiidised Westetn 
nations, and world politics also 
plav their part in dcrid'n<r the p<ittem 
of trade and aid, but with strains <k- 
velojnng in thdf own economies, the 
older iMUStrial countries will nera to 
be more aitical and more satidied that 
assistance is turned to the best ad¬ 
vantage. Those Asian countries with 
mature statesmen, libnal at home and 
in their international outlook and under¬ 
standing, deserve ftill sufqiort and one 
hopes that their countries will gain 
added stability from increased world 
trade and investment. At the same 
time, it is hoped that there is con¬ 
tinued realisation that the over¬ 
seas banks, such as The Chartered 
Bank Group, play an important role in 
the stability of the countries in which 
they operate. 
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RECORDS AND STATISTICS 


Industrial Licensing Clarifications 


In JEasUm Economist of February 27, 
1970 (page 326) we had publishcsd the 
new industrial licensing policy of the 
Government of India. The government 
has now issued a note which explains 
some of the features of the industrial 
licensing policy for the guidance of 
entrepreneurs. Full text of this note is 
given below;— 

Consequent on the st^ificant changes in In¬ 
dustrial Licensing Policy, announced through 
the press note dated February 18, 1970 and in 
respect of which notification No, S.O. 173/ID- 
RA/29B/70/1 and No. S.OJ74/IDRA/29B/70/2 
dated February 19,1970 and notification No. 
S.O. 9I2/IDRA/29B/70/3, dated February 29, 
1970 have been published, the following eluci¬ 
dations arc issued for the guidance of entrepre¬ 
neurs and industrial undertakings;— 

(a) The reference to companies and under¬ 
takings belonging to or controlled by any of the 
Larger Industrial Houses referred to in the 
above notifications would apply to all first-tier 
companies included by the Industrial Licensing 
Policy Inquiry Committee in the list at Appen¬ 
dix Il-A(l) of its Report with such amendments 
to this list as may be made by government 
from time to time. Companies or undertakings 
which may wish to represent against iheir in¬ 
clusion in that list should submit such repre¬ 
sentations to the Secretary to the Government 
of India, Department of Company Affairs. 
The Department of Company Affairs will be 
responsible for making such changes and modi¬ 
fications in the list as may be necessary from 
time to time. 

ih) “A foreign company or a branch or a sub¬ 
sidiary of a foreign company” referred to in 
the Ihress Note and in the notifications include 
all companies as have more than 50% of their 
paid-up equity capital held by companies regis¬ 
tered abroad or by non-Indian nationals or 
non-resi^nt Indians, 

(c) The term ‘dominant undertakings* refer¬ 
red to in the Press Note and in the Notifica¬ 
tions will have the same means as in section 
2(d) of the Monopolies and Restrictive Trade 
Practices Act, 1969, (54 of 1969). This defini¬ 
tion is reproduced in Annexurc I. Dominant 
undertakings wiB have to apply for a licence for 
any product covered by the Industries (Develop¬ 
ment & Regulation) Act, 1^1 irrespective of 
the product in regard to which it is “domi¬ 
nant”. 

(d) For determining whether or not an under¬ 
taking’s ,fixed assets fall within the exemption 
limit, the value of fixed assets in terms of land, 
buildings, plant and machinery shall be the 
originarcoftt of their acquisition. If the land 
or buildings referred to above are taken on rent 
or otherwise held on non-ownership terms, llie 
capitalised value of such premises shall be 
taken into account. 

(a) As regards qualifying for exemption in 
respect of foreign exchange requirements for 
raw materials, components and the like speci¬ 
fied in the press Bote and in the notificatioiis, 
an undertaking would qualify if, — 

(/) the undertaking does not require im¬ 
port of components beyond 3 years 
from the date of commencement of 
priiductioB. The quantum of qompa- 
nent imports, if any, during the first 


three years will be regulated in accor¬ 
dance with the phased manufacturing 
prommme as approved by the 
DOTD or other technical authority 
as the case may be. 

(//) The value of imported raw materials 
does not, in any otio year, exceed 3% 
of the ex-factory value of production 
of item in the manufacture of which the 
raw materials are to be used or R$ 3 
lakhs, whidwer is less. Foi the pur¬ 
pose of this percentage or the ceiling 
of R? 3 lakhs, the requirements of steci 
and aluminium to be imported will be 
excluded, as it is expci ted, the shortage 
of supply of these materials of indigen¬ 
ous origin will be of short-term dura¬ 
tion. 


It needs to be emphasised that the fact that 
undertakings will be exempted or licensed, 
among others, with reference to their forcing 
exchange requirements docs not imply any 
commitment on the pari of government to pro¬ 
vide foreign exchange either for capital goods 
or for raw materials or components in any 
case. The allocations of foreign exchange 
will be subject, above all, to availability from 
time to time, and the existing norms and pro¬ 
cedures relating to import and foreign exchange 
control will continue. Imports of capital 
goods, components and raw materials will 
not be permitted incase these arc available 
within tlve country. 

In the past, ‘banned* lists were drawn up 
from time to time for the purpose of indicating 
the industries in respect of which licence appli¬ 
cations would ordinarily be rejected without 
reference to the Licensing Committee. These 
lists normally comprised (a) items reserved for 
development in tiie small-scale .sector and (6) 
items for which adequate capacity had already 
been licensed. The reservation for the small 
scale sector is now coverctl by this Depart¬ 
ment’s notifications No. S.O. 173/1DRA/29B/ 
70/1 dated February 19, 1970 and No. S.O. 
912/IDRA/29B/70/3, dated February 28, 1970 
and the list of industries reserved for the small- 
scale sector is proposed to be farther expanded. 
Consequently, a separate banned list for reserv¬ 
ing certain industries and items for the small- 
scale sector is no longer necessary. It has 
been decided to dispense with such lists from 
the point of view of capacity for six months 
from the date of this press note, as an experi¬ 
mental measure. Consequently, no ‘banned’ 
list will be operative or newly published. 
Government will, however, watch the situation 
as it develops and will, through appropriate 
action, discouram the undue flow or resources 
into the establishment of manufacturing capa¬ 
city for non-essential or luxury goods or into 
industries which would exert undue pressure on 
supplies of relatively scarce raw materials, 
components etc., whether indigenous or import¬ 
ed. Subject to these conditions, the setting up 
of industries which were previously included 
in the “banned list” will be possible with or 
without a licence as the case may require. 

It has already been announced that govern¬ 
ment wish to expand the role of the public sec¬ 
tor. The government’s basic policy in this 
regard will be governed by the Industrial Policy 
Resolution, 1956 as amended from time to time. 
Items in Schedule A of the Industrial Policy 
Resolution will continue to be reserved for the 
public sector. It will not be open for any 
entrepreneur in the private sector to act up 


matiuflicture of an>' of these items without a 
licenoe in consequence of the proririom for 
exemption. 

In the list of “core” industries announced 
in the press note and in the notifications, the 
items of heavy industrial machinery and 
selected electronics components were yet to be 
specified. The items of heavy industrial 
machinery Included in the core sector will be: 
(1) paper madiincry, (2) chemical machiner) , 
a»«d (3) specialised machine tools. Rubber 
machinery and priming machinep^ are not at 
present covered by the Industries (Develop¬ 
ment & Regulation), Act, 1951, but they wfl| 
also be treated as being in the core sector 
for other purposes. Selected electronic compo¬ 
nents which will bo deemed to be in the core 
sector will be: 

(i) Rt'sistances, fixed and variable, 

(//) Condensers or capacitors, fixed and 
variable. 

(ii7) Scmi-condiiciors, including diodes, 
thick film, thin film, and integrated 
circuits. 

(/v) Transmitting and receiving tubes 
including cathode-ray tubes. 

iv) Connectors, switches, and relays. 

(v7‘) SophUticaled microwave components 
und antennas. 

(r#/) Ferrites and nmgnct.s, 

(viti) Thirmisters and varistors. 

In the “heavy investment” sector, applicants 
will be required to furnisli full details of the 
scale of opcraiiim, the types of machinery etc. 
required and justify clearly the need for the hi^ 
level of investment. 

In regard to undertakings which would not 
require any indu.strial licence under tlie new 
policy, a simple procedure of registration will 
be followed. It will be obligatory for all indus¬ 
trial undertakings exempted from licensing to 
submit periodical returns in two forms which 
will be proscribed separately. The first form 
shall contain full particulars of expected annual 
value of turn-over, phased manufacturing pro¬ 
gramme and requirements of imported raw 
materials and components and will have to bo 
furnished at the time when an industrial 
undertaking places orders for machinery etc., 
and otherwise takes preliminary steps for sett¬ 
ing up an industrial unit. Applications for 
capital goods import in such cases should ho 
submitted at this stage to the CCIG through 
the DGTD or other sponsoring authorities 
as liitherlo. The second form will have to be 
furnished to government immediately after the 
commencement of production of the unit con¬ 
cerned. This revised system of registration is 
intended primarily for statistical purposes and 
will in the normal course, secure incorporation 
in the registers of the DOTD. Such registra¬ 
tion would not, however, imply any commit¬ 
ment on the part of government for release of 
foreign exchange either for import of capital 
goods or for raw materials and components. 

In the light of the above clafifications, the 
industrial undertakings who have licence appli¬ 
cations pending with govemment should re¬ 
view thw applications and any applications 
which are covered by the new exemption limit, 
may be withdrawn by writing to government. 

The following categories of undertakings 
which may have commenced production or 
may have taken effective steps to take up 
production tinder the provisions for exemption 
from licensing applicable to them hitherto, 
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musf apply for a licence within a period of 
tlim monthii! (a) undhitalLings which have 
afiRcts below Rs 25 lakhs alia had not obtained 
a licence earlier but would now require a li¬ 
cence in the light of the now cemditiom for 
exemption from industrial Ji^nging (e.g. 
foreign exchange requiremems)iand (6) under¬ 
takings manufacturing items which were, pr*or 
to February 19, 1970 exempted from ISoeAsing 
but which require a licence under the new 
policy. 

In respect of all such cases as are covered by 
(fl) and (h) above, applicants should apply in 
form “EE^* appended to the Registration and 
Licensing of Industrial Undertakings Rules, 

1952 for obtaining a licence for carrying on busi¬ 
ness. With regard to the application form and 
other procedures, undertakings which have 
taken weetive steps will be treated on the same 
footing as undertakings which have already 
commenced production. In order to ensure 
expeditious disposal of such applications, the 
value of fixed assets, the industrial capacity set 
up including the number of shifts, actual pro¬ 
duction, If anv, in the past, and the foreign 
exchange implications, if anv, should be clearly 
spelt out. A proforma containing items in 
respect of whicfi further details will ordinarily 
be required is at Annexure II. It is possible 
that some industrial undertakings may be in 
possession of industrial licences which subse¬ 
quently became dormant because of the notifi¬ 
cation of exemptions which were applicable to 
them. In respect of such of these industrial 
undertakings as are now required to take out a 
licence, the dormant licence in their possession 
should be submitted to government for revalid¬ 
ation. If these licences have, however, been 
revoked or if the production exceeds the capa¬ 
city for which these undertakings were Uoeased, 
the concerned undertakings will have to apply 
afresh in Form EE for “carrying on business . 

In the light of the above clarifications, 
government expect that the new licensing 
policy will ensure greater freedom and oppor¬ 
tunity for entrepreneurs, particularly small, 
medium groups and the new or industrialsts 
and would bnng about an accelerated rate of 
industrial growth. They also expect a more 
effective and wider participation of the small 
scale sector and the public sector in accelerated 
industrial development. 


Annexure 1 

Extracts of Section 2(d) of the Monopolies 
and RestriLtive Trade Practices Act, 1969. 

2. (d) “dominant undertaking” means an 
undertaking which either by itsdf or along with 
inter-connected undertakings,— 

(f) produces, supplies, distributes or other¬ 
wise controls not less than one-third of the 
total goods of any description that are pro¬ 
duct, supplied or distributed in India or any 
substantial part thereof, or 

(W) provides or otherwise controls not less 
than one-third of any services that are ren¬ 
dered in India or any substantial part there¬ 
of- 

provided that for the purposes of this clause, 
the g^xids produced by an undertaking which 
does not employ- 

fa) more than fifty workers on any <toy of 
the relevant year, and in any part pf which a 
manufacturing process is being carried on 
with the aid of power or is ordinarily so carri¬ 
ed on, or 

(fi) more than one hundred workers on 
any day of the relevant year, and in any part 


of which a manufacturing process is be¬ 
ing carried on without the aid of power or is 
ordinarily so carried on, 

shall not be taken into account. 

Explanation /.—Where not less than one- 
third of the production, supply, distribution or 
control of any goods or the provision or control 
of any service is shared by inter-connected 
undertakings, each such undertaking shall be 
deemed, for the purposes of this Act, to be a 
dominant undertaking. 

Explanation IT —Where any goods of any 
description are the subject of different forms of 
production, supply, distribution or control, 
every reference in this Act to such goods shall 
be construed as reference to any of those forms 
of production, supply, distribution or control, 
whether taken separately or together or in such 
groups as may be prescribed. 

Explanation ///.—Any undertaking which, 
either by itself or along with inter-connected 
undertakings, produces, supplies, distributes 
or controls one-third of any goods or provides 
or controls one-third of any services according 
to any of the following criteria, namelv, value, 
cost, price, quantity or capacity, of the goods 
or services or the number of workers employed 
for the production, supply, distribution or con¬ 
trol of such goods or fbr the rendering of such 
services, shall be deemed to be a domtaant 
undertaking. 

Explanation TV .—In determining the question 
as to whether an undertaking is or is not a domi¬ 
nant undertaking, regard shall bo had to¬ 
ff) the lowest production made, or services 
rendered, by the undertaking concerned 
during the relevant year, and 

(//) the figures published by the central 
government with regard to the total produc¬ 
tion made or services rendered in India or 
any substantial part thereof during the rele¬ 
vant year. 

Explanation F.—For the purposes of Explana¬ 
tion IV, production includes supply, distribu¬ 
tion or control of goods; 

Explanation 17.—For the purposes of this 
clause, “relvant year” means any one year out 
of the three calendar years immediately preced¬ 
ing the preceding calendar year in which the 
question whether an undertaking is or is not 
a dominant undertaking is determined. 

Amiextirell 

(1) Value of fixed assets (based on original 
cost of acquisition) i.e. investment in land, 
buildings, plant and machinery; 

I. (/) Und 

(//) buildings 

(///) Plant & Machinery 

(а) Imported 

(б) Indigenous 


Total 


Note : Where the land and/or building is 
tented the capitalised value of the 
same may be given. 

II. Value of proposediadditions under any of 
these headings. 

(2) Annual requirements of all imported raw 


materials in vjfdue aind the pereefUige 
the^ to the total aatk^ted amnial trim at 
ex-factory pito for the products for umkh 
therewmateriahwiffbeus^rrointhe date of 
the conmumoemeiit of production. 

Nots : (0 Figures to be furnished for each 
product separately. 

Item q/* mamtfacture (Prodnet) 

(0 (2) .(3) 

Value of Estimated Pereent- 
imported annual tage of 

raw sales of €k»l 1 

materials product -- 

required at Col 2 

per ex-factory 
annum prices 

(if) For calculating the percentage, 
value of imported steu and Alu¬ 
minium will be i^xcluded. 

(Hi) If there will be variations because 
of the phasing of the manufactu¬ 
ring programme they should be 
indicated. 


(3) (i) Value of anticipated requirements of 
imported components (c.i.f.) for the ^rst 3 
years from the date of commencement of pro¬ 
duction. 

(it) Details of the phased manufacturing 
programme. 

(4) Main indigenous raw materials required 
annually in quantity and value:— 

Name of raw Quantity Value 
material 

(0 

(//) 

(Hi) 

(/V) 

(5) Whether Registered with DOTD or 
other technical authorities? Give number and 
date of registration. 

(d) Whether any company or undertaking 
belonging to or controlled by any of the 
Larger Industrial House as classind by In¬ 
dustrial Policy Inquiry Gommittee in the list 
at Appendix ll-Afl) of its report with such 
amendinents to this list as may be made by 
government from time to time, has any financim 
or other interest or connection with (the under¬ 
taking in question? Details regarding the spe¬ 
cific nature of the interests or connection 
should be furnished. 

(7) Whether there is any foreign equity 
shareholding in the undertaking and, if so, the 
extent of equity shareholding held by compa¬ 
nies registered abroad or by non-Indian nation¬ 
als or non-resident Indians? 

(8) Whether the undertaking has any foreign 
collaboration arrangement and, if so, the broad 
terms thereof, including the date when the pre¬ 
sent agreement will expire? The tdrereoce 
number of government's letter of approval In 
respect of the foreign c^laboratlon agreement 
flihoi^ be quoted. 

(9) Whether the undertaking is a 'dominant 
und^aking* in terms of Section 2(d) of the 
Monopolies dt Restrictive Trade Practices Act? 
Items of production in respect of Which the 
underiakittg falls in the above categoiy should 
be indicated. 
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New DELHI, Tuwdmy^Membersinthe LokSabha today demanded the dismissal of MrS.'$, 
DhaVan ai Governor of West Bengal. He was dubbed a political partisan and his actions were 
described as improper. 

Mr Ohavan, according to Mr Nath Pai, was committed to a political philosophy and it was only 
Iblf that he was given the necessary freedom to promote his view on **this vast open arena of our 
country**. The shackles of gubernatorial office ought not to be imposed on such a man, Mr Nath 
Pal said while demanding the Governor*s dismissal. 

THE STATESMAN, March 2S, 1910 
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EA^RN G0(»90iiil«rr 


What’S 
your 
night Ufh 
like? j 


would you ralher snuggfo tip 
in bed at home end wake up fraUi 
and board a morning boeing 
and be in London town ttefore sun Mli 

or would yotTfadier^ ■ - -- - . 

snuggle up at night in a 707 
and do business in broad raintight 
in London the next day 7 

You can have it both waysl. 




8 flights a week 
by day 

7 flights a week 
by night 

to LONDON 

and daily to , 

k NEW YORK 3 
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West Bengal has been rescasd at the elevenih iiour. Let us, then, rejrnce and 
while rejoicing, let us also be clear about this that no credit is due to the central 
government for this denouement. The saviour of West Bengal, on this occasion, 
was imdoubiedly Mr Ajoy Multherjee, for it was he who forced the issue in such 
a manner that he left the Prime Minister with no means of evading the issue 
of law order and the people's securitjr in West Bengal. It is true that Mr 
Mukherjee twice committed the folly of going for a ride on the communist tiger, 
but he has now demonstrated that he could not only get off its back but also 
lead the beast into a pit of its own digging. 

We ha^’e only to recall the scorn and ridicule which was poured on him when 
he went on his famous fast for educating public opinion in West Bengal about the 
true nature of the communist conspiracy in order to be able to appreciate the 
tremendous sacrifice he made and the colossal strain he bore in fighting the CP>M 
from within the United Front Ministry. Unthinking men or those without criti¬ 
cal faculty were only too readily disposed to twit him with the admonition that he 
had no business to stay on in the state government if he could not function effec¬ 
tive ly as chief minister. They did not realise that had Mr Mukherjee resigned then 
and there, he would virtually have handed over the political destinies of West 
Bengal to a CP-M dominated mini-front. Had Mr Mukherjee resigned in Ue- 
cember, 1969 and his party quitted the coalition ministry, tlw CP-M would have 
been left in a position to coerce or cajole a miscellany of leftist or other political 
groupings to become its silent and subservient minor partner in a now ministerial 
alliance. Around the third week of March when Mr Mukherjee did resign, this 
possibility was no longer open to Mr Jyoti Basu and his comrades. This transfor¬ 
mation of the political equation in West Bengal is a measure of the wisdom and 
courage Mr Ajoy Mukherjee displayed by taking his case to the people. It is, 
therefore, with some pride and a great deal of pleasure that we remind ourselves 
that, in the issue of this journal dated 1)ccemb«r 12, 1969 we had the guts as 
well as the gumption to take a view of Mr Mukherjee's stratej^ and tactics which 
was rather different from the opinions which were widely fashionable at that time. 

Now that the Prime Minister and the Government of India have been forced 
against their will to impose President's rule on West Bengal and assume responsibi¬ 
lity for the day-to-day administration of that state, we suggest that Parliament and 
public opinion should see to it that Mrs Indira Gandhi and her colleagues in the 
cabinet realise what their obligations are and fulfil them completely and compe¬ 
tently. Although the West Bengal Assembly has been only prorogued, it is of 
the utmost importance that the central government should face the fact that it will 
not be possible to restore popular government in West Bengal for some time to 
come without the country once more inviting the risk of the communists again 
using the machinery of the state government for purposes of subversion. In other 
words, strictly in terms of the minimum requirements of law and order and the 
security of the country, West Bengal will have to remain under President's rule 
for the foresee^abk future. While it is not necessary for the central government to 
commit itself, in so many words, to President’s Rule in West Bengal for an in^ilnite 
period, it may and, in fact, it ought to proceed on the basis that it will have to be 
directly responsible for the administration of West Bengal for the next few years. 
Viewed in this light, the present phase of President's Rule in West Bengal can be 
regarded neither as first aid nor as a rescue exercise in an emergency. So far as the 
central government is concerned, it must accept and discharge the responsibilities 
of regular administration with a clear mind and a broad vision. 

The highest priority, of course, should bo given to the firm restoration of law 
and order 8o that ordinary^ men and v/omen may be reassured and convinced that 
the rule of law is to prevail once again in West Bengal. The next immediate re¬ 
quirement is that the state of anarchy which has coine to prevail in industrial 
relations should be .ended and responsible trade unionism insisted upemand en¬ 
couraged. We have enough faith in the patriotism and vitality of tiie business 
community of West Bong^ to believe that once the reign of terror set up by anti-> 
social elements is over, commerce and industry will promptly return to normal 
functioning in the service of the economy of the state and the country. 

:These tadc8, vital as ihey am, would still be preliminaries to what need to 
be done to cure West Bengal of its political ailnttats and economic distempers. 
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It is not suggested h«re that a miracle 
could be wrought overnight. But we do 
assert that, providcid the central 
government has a sulftcient sense of 
responsibility it ought to be possible 
for it to set in train at once 
a programme of action which can 
persuade the people of West Bengal 
to hope, that within a reasonable period, 
there will be more employment in town 
and country, less hardship ftM* middle- 
class families and a diminution of mass 
poverty. In our view, a series of well co¬ 
ordinated plans and projects should be 
prepared immediately for the centre 
or the state administration undertak¬ 
ing considerable public expenditure on 
. the economic infrastructure or the social 
overheads. Housing, roads, urban deve¬ 
lopment, minor irrigation works, elec¬ 
tricity and the modernisation and ex¬ 
pansion of Calcutta port are obviously 
some cf the means of releasing public 
funds into economically rewarding and 
socially stabilising channels of construc¬ 
tive activity. 

In terms of a larger perspective wd 
over a longer period, it would cehtainly 
be desirable to have a regional plan of 
agricultural and industrial development 
for the states of eastern India so that 
the manpower surpluses of the neigh¬ 
bouring states do not become a liabi¬ 
lity to be carried on the books of Cal¬ 
cutta’s strained economy. It should, 
undoubtedly, be possible for most 
of these sprcific projects to be accom¬ 
modated within the framework of the 
fourth Plan at the central, regional or 
the state level. But where readjustments 
of the perspectives or programmes of 
the Plan are called for, they should be 
made without hesitation or delay. 

There is a feeling in some quarters 
that, after the intimidation and harass¬ 
ment to which business houses and in¬ 
dustrial managements in West Bengal 
have been subjected to in recent months, 
it may be necessary for special guaran¬ 
tees or assuiances to be given to in¬ 
dustrialists or other members of the 
business coramuniiy if there is to be a 
revival or expansion of economic acti¬ 
vity in the state. We believe, however, 
that the only assurance that enlightened 
business leaders in West Bengal may 
ask for or should receive is that the 
central government is fully alive to its 
obligation for maintaining law and o^ei 
and defending the pclitical stability 
and security against onslaughts, covert 
or overt, by communht or fellow-travel¬ 
ling political partic« or groupings. 

Beyond this all that may be needed 
are early signs of an effective pro¬ 
gramme of economic and social de¬ 
velopment on the lines mentioned ear¬ 
lier to which the administration in the 
state and the central government must 
pledge their clear and firm commitment. 


Provided the e coadiiions are fulfilled, 
the business ecoftmunify in West 
Bengal may be expected to show the 
initiative, enteriKiie and earnestness 
needed for promoting a p^em of co¬ 
operative and constructive relations 
bmween itself and responsible trade 
union organisations in West BengaL 
What must be avoided at all costs is 
any kind of uncertainty about the imme¬ 
diate future of the political set-up or 
administration in the state. Should 
the central government, unfortunately, 
were to be imprudent enough to give 
rise to a feeling that it regards the pre¬ 
sent spell of Resident’s Rule merely 
as a rescue or even only as a holding 
operation, it would be falsely optimistic 
on anybody’s part to expect the econo¬ 
my of West Bengal to retm n to normal 
functioning. 

Finally, a word abcuit the goveinor 
who, imder President’s Rule, has to 
function as the effective chief adminis¬ 
trator of the state. It is unfortunate but 
true that during the time Mr S.S. 
Phavan has been Governor of West 
Bengal, he has not been conducting 
himself in a manner which could win 
the trust of those who have a stake in 
countering communist subversion in 
the state. His eligibility for the post he 
is now occupying was very much in 
dispute even when he was appointed to 
it. Doubts of the Government cf 
India’s wisdom, if not motives, in 
choosing him have only grown since. 
His attitudes, if not activities, during 
the political crisis which immediately 
preceded President’s Rule have been 
challenged by men whose views on pub¬ 
lic affairs are entitled to our respect. 

Speaking a few days ago at the recent 
meeting of the National Development 
Council, Mr Phavan made some ob¬ 
servations in the lighter vein: “I was 
appointed to be a high court judge with¬ 
out any prior judicial experience. Then 
Madam Prime Minister made me High 
Commissioner although I had no ex¬ 
perience as a dii^omat. 1 am now go¬ 
vernor without any administrative ex¬ 
perience”. How good a high court 
judge he made we confess we do not 
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Cbrnmutufooer in Londoo^ 
knowledge and there was at least one 
fairly welt-adverUsed ptibHc. occasion 
when his bduvkmr tepesi^^ was not 
such as to go to his medit as an hidt- 
viduai or add Instre to tl^ preidige tff 
‘‘Madam Prime Minister”, who lu^ 
thought him to be a fit penion to-r^ 
present the Government of India at the 
Court of St. James. To add to ail this^ 
even during the short period holms hoeat 
Governor of West Bengal, there hstye 
be(»t e|»sodes whidi have not betm such 
as to tfi^re public confidence in . his 
awareness of the obligations of hijh 
office. For instance, there is a report 
that, at one of the race meetings in 
Calcutta, he went out of his way to be 
rude to a foreign business executive 
(whose horse had just won a race) and 
thereby invited the latter’s reciprocal 
discourtesy. 

Such aberrations of personal conduct 
apart. Mr Dhavan does not appear to 
be the person most qualified to preside 
over the new dismnsation in West 
Bei^I. He himself has confessed that 
he is without administrative experience 
even for reigning as a governor with 
an elected ministry in existence. It is 
clearly not fair to him to expect that he 
should continue as governor under 
President’s Rule when he has to rule as 
the effective chief administrator of the 
state. Finally, his political bias may 
well-persuade him to function simply 
as a caietaker for a returning Marxist- 
led ministry. It follows that, if the 
Government of India is really committed 
to bringing about a political and econo¬ 
mic reorientation in West Bengal, it 
should start by finding itself a new go¬ 
vernor in that state. A leader with the 
political integrity and econmnic vision 
of, say, Mr B.K. Nehru may be able to 
help West Bengal to turnover a new 
leaf in its history. An adequate go¬ 
vernor, assisted by advisers of his 
choice, is what President’s Rule in West 
Bengal needs today. I'his is the last 
chance for West Bengal and, indeed, 
all India. This is also the last bus to a 
democratic future for the nation. Let 
us not miss this bus. 


The Budget and the Plan 


While the fourth five-year Plan docu¬ 
ment as approved by (he union cabinet 
and the National Development Council 
recently is yet to be ratified by Parlia¬ 
ment, the central budget for 1970-71 
has (tefined the contoprs of the public 
sector of the Plan for the second year 
ofthe plan period. A detailed document 
entitled ‘‘Plaif-Budget Link”, which 
was distributea al<mg with the bui^t 
papers, gives estimates of litely 
expenditure on planned' promts in 
191^71.. It shows that the biioyancy 


in our economy has emboldened the 
Prime Minister (who is also the l^inance 
Minister) to raise the Plan outlay by as 
much as Rs 398 crorea. 

Since 1965-66, the highest outlay at 
current prices has been at Rs3,337 crores 
in 1968-69 and fhe.lbwestat ^s 2,137 
crores in 1966-67, The proposed qutlay 
1970-?] at Rs 2,637 brmos makes 
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Rs 24191 orores in 1965«66« the estima- 
outlay for 1970*71 at 1965*66 }>rices 
-would be arouad Rst.900 crom. Thus, 
<k»p>te the increase in outlay at current 
prices, the size the Plan in physical 
terms still falls significantly short of the 
level foached in 1965*66. 

According to current indications, the 
size of the puUic sector outlay in the 
fourth five-year Plan period is expected 
to be Rs 15,900 crores. The corres- 
porMling outlay for the first two years 
works-out to be Rs 4,876 crores — 
30.67 per cent of the total. It follows 
that the outlay will have to be increased 
rbuj^y by Rs 500 crores each year in 
the remaining three years if the target 
set for it is to be attained. 

Out of the outlay of Rs 2,637 crores, 
-the centre has taken upon itself the res¬ 
ponsibility of raising Rs 2,122 crores: 
the balance represents the effort of 
the states. Will the states be able to 
raise Rs 515 crores in 1970-71? In the 
light of the state budgets which have 
been presented so far, it seems to be a 
a difficult task. It needs to be pointed 
out that the central assistance for 
state plans in 1970-71, will be Rs 
635 crores. which is sizeably higher than 
the refoUTces which the states are ex¬ 
pected to raise (see Table 1). 

A careful study of the sector-wise 
allocation of the plan outlay by the 
-centre for 1969-70 and 1970-71 (see 
Table lOshows that each developmental 
head has been given increased funds 
though there are certain sections which 
have received more attention than 
others. At the top of the list is “Industry 
and Minerals” with outlay at Rs 548- 
crores in 1970-71, recording a notional 
rise of two crores of rupees over the 
preceding year.. The allocations have 
bMn increased in the case of Machine 
To^sCorporatibn, Nepa Mills, Hindus¬ 
tan Machine To<^s, Hindustan Zinc, 
Fertilizer Corporation of India, Oil and 
NtUural Gas Commission and Heavy 
Engineering Corporation. The largest 
allocation among the industrial units— 
Rs 89.50 crores—has been made for 
the Bokaro steel plant. 

The failure to increase outlay for 
industry and minerals is due to the con¬ 
cern of the government for the other 
sectors of the economy where, it is 
feared, bottlenecks will create increised 
con^icatioiis if necessary action is not 
taken immediately. That is why the 
j^oviston for transport and communica¬ 
tions has been raised sharply from Rs 
371 crores in 1969-70 to Rs 455 crores 
in .1979>tl,-.Besides railways and roads 
where fiiuuichil allocations needed to 
be raised because of increased traffic 
diferings, -the outlay for ports and 
henbodts, Upping and air transptN't 


has been sizabty enhanced. -For increas¬ 
ed foreign trade, facilities at pewts 
and harbours cannot brook any delay. 
We may neglect shipping at the riric of 
hampering the expansion of our exports, 
The other major allocations in (hiS sec¬ 
tion relate to Posts and Telegraphs and 
the Farakka Barrage. 

Again, the increased allocation for 
power is expected to facilitate the early 
completion of the Badarpur Thermal 
Power Station and the nuclear power 
stations in Rajasthan (Rana l^atap 
Sagar) and Tamil Nadu (Kalpakkam). 
The improved allocation for agricul¬ 
ture and allied progranunes also is due 
to the added emphasis currently being 
laid on the primary sector. The agri¬ 
cultural prosperity witnessed for the 
past three years has succeeded in taking 
the economy out of the recession and 
there is undoubtedly need for keeping 

Table I 

PLAN PROVISION IN BUDGET 

(Rupees in crores) 

Budget Budget 
1969-70 1970-’T1 


I. Central Sector 
(A) Central Plan- 


U) Met from Cen¬ 
tral Govern- 
ment’s Budget 

959 

1,076 

(ii) Internal re¬ 
sources of 
public-sector 
undertakings 

162 

202 

(iii) Other sources 

3 

14 

Total—(A) Central, 

— 

— 

Plan 

1,124 

1,292 

(B) Centrally 

Sponsored Plan 

99 

119 

Total—J—Central 

—— 

— 

Sector 

1,223 

1,411 

It. Union Territories 

(a) Territories with¬ 
out Legislature 
(including NEFA) 

32 

38 

(A) Territories with 
Legislature 

34 

38 

Toial-r-Il—Union 

Territories 

66 

76 

in. States 

(<r) Central assis¬ 
tance for State 
Plans 

615 

635 

Total—Man 

Provisions 

1,904 

2,122 


up the tempo of developihetit in agri¬ 
culture. 

The allocation for social services has 
been raised from Rs 155 crores in 196$^ 
70 toRs 183 crores in 1970.71 in an 
effort to. provide new initiatives “for the 
well-being of the needy and the poor”. 
A reference to social justice was made 
by the Prime Minister in her budget 
speech this year and the schemes under 
this head were explained in detail in a 
special brochure entitled “Towards 
Growth with Social lustice". which was 
published in full in our Budget Number 
ofMarch 13. Broadly, the schemes under 
social justice are designed to assist 
small farmers and a^icultural labour 
and cover such projects as nutrition 
programmes for pre-school and school 
children, housing and url^n develop¬ 
ment, rural drinking water supply and 
social security for industrial workers 
and government employees. This is all 
to the good of the common man, the 
only fear being that whenever the esti¬ 
mates in regard to available resources go 
wrong—for whatever reasons—the axe 
invariably falls on the social benefit 
schemes. It is to be hoped that the 
practice of the preceding plans would 
not be repeated in 197(^71. 

The rale of growth of our economy 
for the 19 years ending in 1969*70 has 
been 3.6 per cent per annum. In 
1969-70, according to the estimates of 
the Ministry of Finance, national in¬ 
come rose between five and SJ per 
cent. The fourth five-year Plan envi¬ 
sages a rale of rise between five and six 
per cent a year and it seems that the 
economy is now poised for this rate of 
growth in 1970-71 and in the remaining 
three years of the Plan period. The rate 

Table 11 

PIAN PROGRAMME FOR THE 
CENTRAL SECTO R 

Budget Budget 
1969-70 1970-71 
(Outlay in Rs 




crores) 


1. 

Agriculture and 
allied Programmes 

86 

125 

2. 

Irrigation and 
flood control 

2 

5 

3. 

Power 

48 

79 

4. 

Industry and Mine¬ 
rals 

546 

548 

5. 

Transport & 
Communications 

371 

455 

6. 

Social Services 

155 

183 

7. 

Other programmes 

15 

16 


Total 

1,223 

1,411 
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uf rise in population over the past de> 
ca^ has bun estimated at about 2.3 per 
cent per annum with the result that per 
capita rise in income has not been more 
than 1.4 per cent per annum. If the 
cconom;^ continues to race ahead at 
five to six per cent per annum and the 
increase in population is checked at (or 
below) 2.S per cent per we will 
witness an annual rate of rise in income 

ICICI Has 

By its very nature, a development 
bank has more problems to face than 
'ordinary commercial banks, (even 
when these are nationalised), and a 
development bank in a developing 
country parlicularly has even more if 
it really wants to play the role expected 
of it. It is a matter for gratification, 
therefore, that the Industrial Credit and 
Investment Corporation of India Ltd, 
(ICICI) has not only shown its aware¬ 
ness of these problems but has been 
facing up to them admirably, thanks to 
the able and imaginative handling 
thereof by its chairman, Mr G. L. 
Mehta, as witness his latest annual state¬ 
ment to the members of the Corpora¬ 
tion. After briefly reviewing the achi¬ 
evements of India during the sixties, 
Mr Mehta has indicated the tasks con¬ 
fronting the country in the seventies. 
'•Worthwhile as this progress (pro¬ 
gress in the sixties) is”, Mr Mehta 
has noted, “it is not something that is 
adequate. We have hardly touched 
the fringe of our economic problem so 
far and have to go a considerable way 
to meet even the minimum needs of the 
bulk of our population. Not only ihe 
scale of the effort required has to be 
much larger; the quality of the endea¬ 
vour has to be different. We cannot 
merely seek to duplicate our existing 
production pattern; as incomes and 
output grow, the kind of goods that 
will bo required in the country will 
necessarily change. 

The ICICI chairman has also poin¬ 
ted to the nature of the gaps in agri¬ 
culture and industry alike, also both 
quant itativcly and qualitat ively in regard 
to either. It is significant that, accor¬ 
ding to him, the gap in industry is far 
wider as between India and other coun¬ 
tries than in agriculture in purely quan¬ 
titative terms, and more so in qualitative 
terms. This requires to be stated clearly, 
c.specially at a time when all the em¬ 
phasis in economic policy in our coun¬ 
try has shifted away from industry, in 
particular the large-sized ones. And, 
considering that “the new-generation 
industries'’, as Mr Mehta has described 
the sophisticated inddstries that need 
to be set up in the seventies, are all 
highly capital-intensive, it is some con- 
solaHon that the Government of India's 


of more than 2.5 per cent on per 
head basis. 

All in ail, the bod^t for the current 
year has given the much-needed lift to 
the fourth five-year Plan which in the 
wake of the plan holiday had made a very 
hesitant start last year. The coming 
years will see gradual stepping up of 
outlay which will assist in accelerating 
the pace of growth of-the economy. 

Done Well 

new licensing policy does not debar the 
bigger industries (the big 20 houses), 
from entering such heavy investment 
sectors, not to speak of the core sector. 
But how far the ICICI, geared though 
to the task, as it is, will be able to conti¬ 
nue to help these houses is not very 
clear. Does the Corporation’s pro¬ 
posal to diversify its activities by exten¬ 
ding financial assistance to proprietory 
and partnership concerns and hire- 
purchase finance companies mean that 
it may have to leave the big industrial 
houses to fend for themselves ? 

Meanwhile, the various steps taken 
by the ICICI to make its services avail¬ 
able may be noted. In order to broad- 
base its help to industry, it has exten¬ 
ded its operations by providing foreign 
currency loans to proprietory and 
partnership concerns. For this pur¬ 
pose, the Corporation has asked the 
state finance corporations to process 
and forward to it even small proposals 
received by them involving foreign 
exchange outlay. The Government 
of India also, it is said, may direct some 
proposals received by it to the Corpo¬ 
ration for such help. Secondly, the 
ICICI has opened two offices outside 
Bombay, one at Calcutta and the other 
at Madras and as part of their activities, 
these offices have already commenced 
selling the Corporation’s investment 
portfolio. Thirdly, the Corporation 
has begun to participate in the share 
capital of a private sector hire-purchase 
finance company (Jai Bharat Hire- 
Purchase Finance Company). And, 
above all, recognising the importance 
of the need for sophisticated financial 
techniques in the management of new- 
gencration industries especially, the 
Corporation has sponsored the setting 
up of an institute of financial manage¬ 
ment in Tamil Nadu and has agreed 
to support it financially. ’The 'Tamil 
Nadu government and some big indus¬ 
tries also have promised support to tWs 
institute, it is stated, Not much head¬ 
way has been jauide ^t, but Mr H. T. 
Parckh, Dcputy‘ Chairman and Mana¬ 
ging Director of the Corporation, is due 
to visit Tamil Nadu shortly to set the 
ball in motion in this behalf. 

Another important step taken by the 
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ICICI to mbet its incietstngoU^ions 
asthe level of fhvestfflent in the coming 
years rises—- and the tesopo has lacked 
iqs distinctly over the last six months, 
what with the mcreasing reUance on 
indigenous machinery—is to increase 
the resources availaMe to it. Even as 
early as last December, it wiU be re¬ 
called, the Corpormion alimented its 
rupee resources by a second -public 
issue of debentures of . Rs 5 crones, 
which, by the way, was oversubscribed, 
notwithstanding the somewhat lower 
return than that offered by debentures 
of joint-stock otnnpanies. The ICICI 
also received its first sterling loan of 
Cl million (Rs 180 lakhs) from the 
British Government, and negotiations 
for a second sterling loan of another 
million pounds from the same source 
arc under way. So far, ihe ICICI 
has had eight lines of credit aggregating 
DM 77.50 million (Rs 16 crores) from 
West Germany and seven lines of 
credit ai^gating S 159.92 million 
from the World Bank, while arrange¬ 
ments are being made to have anot&r 
line of credit each from both of these, 
of DM 5 million (Rs 102 lakhs) from 
KFW (West Germany) and *40 million 
from the World Bank. The resulting 
total resources (net of repayment and 
cancellations) available to the Cor¬ 
poration are put at about Rs 162 crores 
— Rs 70 crores in rupees and the equi¬ 
valent of S 133 million in foreign cur¬ 
rencies — which is at once an indica¬ 
tion of the Corporation’s preparedne-ss 
and a proof of its confidence in the 
seventies. There is every indication, 
according to Mr Mehta, that the indus¬ 
trial profitability in this country during 
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Itls^ to result in increased profitability, 
in rovivai in newindustnd activity and, 
hence'# in demand for investment funds. 

When Mr Mehta met the Press the 
other day whilst releasing the fifteenth 
annual report and accounts (for the 
year ended December, 1969), he ans* 
wered questions about the relatively 
inadequate share of assistance to im 
baOkward regions in the country, a 
sut^ on which there would appear to 
be more concern than comprelwnsion. 
If tiiere is some disparity in the assis* 
taaoe received by some underdeveloped 
states and those which are industrially 
developed, he said, it is because of the 
lack m entrepreneurship in the former. 
Making it dear that the ICICI has been 
participating in the industrialisation 
of the backward regions, he also high¬ 
lighted the lumdicaps hindering the 
process. In the first place, he said, 
industrialisation presupposes the exis¬ 
tence of a degree of iitfrastructure and 
so he wanted the underdeveloped states 
to identify the areas, while at the same 
time assuring them the Corporation’s 
assistance to undertake feasibility 
studies and so on. Secondly he refer¬ 
red to the demand in some of these 
states that entrepreneurship for the 


proi^s to be set up should eomc from 
within the states tbemselveSt ft is iron* 
ical that chief ministers cfaoniie of tfaeie 
very states should be {ming round the 
country inviting outsit entrepreheurs 
to start industries in their states. 'Here 
is a peculiar problem that puts a brake 
on fast development, as Mr Mehta in¬ 
dicated. 

To turn now to the results of working 
of the Corporation in 1969. On the 
basis of the relatively better mood in 
industry in 1969 as a whole, the ICICI 
was able to show a modest improvement 
over the previous year. Thus, the 
Corporation's gross sanctions at Rs 
39.^ crores in 1969 compared with 
Rs 38.25 crores in 1968; its net sanc¬ 
tions, however, declined slightly from 
Rs 31.03 crores to Rs 30.02 crores. 
The main form of this assistance as 
well as the industries that mainly bene¬ 
fited are of considerable interest. 
Assistance in 1969 was mainly in the 
form of foreign currency loans, much of 
it being nee^d for modernisation and 
balancing equipment as, for example, 
in the textile industry. 'Total disburse¬ 
ments in 1969 rose to Rs 18.16 crores 
from Rs 16.54 crores in the preceding 
year. Mr Mehta expects that both 
sanctions and disbursements in 1970 
and thereafter would imjM'Ovc further. 
As regards the main lines in which the 
ICICI operations in 1969 showed an 


improvement, tlm report lists ari^ifiirial 
fibies, rubber tyres and sMgpInt, 

Taking into account the entire ope¬ 
rations the Coloration up to the 
end of 1969, one ^ds that the total 
sanctions were as much as Rs 261.53 
m-ores, and the break-up of this sum 
includes Rs 151.TS crores in the fmm 
of foreign currency loans, Rs 46^02 
crores rupee loans, Rs 6.89 crores 
guarantees, Rs 50.33 crores under¬ 
writing and Rs 6. S3 crores direct 
subscriptions. As against these, the 
total sanctions of Rs 173.17 crores 
consisted of Rs 100.05 crores foreign 
currency loans, Rs 38.89 crores rupee 
loans, Rs 27.75 crores underwriimg 
andRs 6.48 crores direct subscription. 
The last two are sizable indeed, but, 
as Mr Mehta rightly said, it is the spe¬ 
cific responsibility of a deveicmiB^i^ 
bank to go to the rescue of industrial 
concerns when conditions in the c^tal 
market are particularly difficult 
as has been the case in reoent months, 
especially for new companies, and one 
should compliment instead of o’itici- 
sing the Corporation for the courage 
displayed by it. The results of deve¬ 
lopment banks have to be judged rather 
by the degree of such courage and far¬ 
sightedness than by the profits they 
make. But. even by the latter standard, 
be it noted, the ICICI has done com- 
mcndably well. 
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The NIXON Doctrine developed by 
President Nixon durij^ the last nine 
months has a significant impact on Asian 
Affairs; it is proposed to review the 
essentials of this doctrine with special 
reference to its impact on intcrnaticmal 
'relations. 

In an address at the Air Force Aca¬ 
demy Commencement on June 4, 
1969, President Nixon himself explain¬ 
ed the essentials of his doctrine ; 

Building a lasting peace, the Presi¬ 
dent said, requires a foreign policy 
guided by three basic principles, part¬ 
nership, strength and willingness to 
negotiate. Develc^ing these princi¬ 
ples, he said : 

Peace re<)uires partnership. Its ob¬ 
ligations, like its benefits, must be 
snared. This concept of partnership 
guides our relations with all friendly 
nations. 

Safegnardfng Interest 

Peace requires strength. So long as 
there are those who would threaten 
our vital interest and those of our allies 
with military force, we must be strong. 
American weakness could tempt would- 
be aggressors to make dangerous mis¬ 
calculations. 

At the same time, our own strength 
is important only in relation to the 
strength of others. We — like others 
— must place high priority on enhan¬ 
cing our security through co-operative 
arms control. 

Peace requires a willingness to nego¬ 
tiate. All nations— and we are no 
exception — have important national 
interests to protect. But the most 
fundamental interest of all nations lies 
in building the structure of peace. In 
partnership with our allies, secure in 
our own strength, we will seek those 
areas in which we can agree among 
ourselves and with others to acco¬ 
mmodate conflicts and overcome ri¬ 
valries. We are working towards the 
day when all nations will have a stake 
in peace, and will, therefore, be part¬ 
ners in Its maintenance. 

Within such a structure, international 
dhqttttes can be settled and clashes 


contained. The insecurity of nations, 
out of which so much conflict arises, 
will be eased, and the habits of mo¬ 
deration and compromise will be nur¬ 
tured. Most important, a durable 
peace will give full opportunity to the 
powerful forces driving towards eco¬ 
nomic change and social justice. 

Of these three principles, I suggest, 
the second and the third are hardly new 
in American foreign ptfiicy in post-war 
years. The need for the United States 
to develop and maintain her military 
strength has been a constant in that 
policy. To illustrate: replying to 
Prime Minister Nehru’s famous appeal 
of November 28, 1957 to the US 
(and USSR) to suspend nuclear 
tests, Eisenhower wrote to Nehru on 
December 15, 1957: 

I have been able to reach no other 
ooDcliision than that, for the time 
being, our security must continue 
to depend to a great degree on our 
making sure that the quality and 
quantity ef our military weapons 
are such as to dissuade any other 
nation from the temptation of aggre¬ 
ssion. 

So too on negotiation as a tool of dip- 
Imnacy. On the eve of his t 'ur to the 
Far East, President Eisenhower, for 
instance, emphasised that among most 
of the world’s peoples, there was a gen¬ 
uine consensus of conviction that they 
could, by negotiation, solve even the 
most diflicult of international pro¬ 
blems. The Eisenhower-Khrushchev 
statement issued after their talks at 
Camp David accepts the same position. 
The President of the United States 
agreed with the Chairman of the Coun¬ 
cil of Ministers of the USSR, said 
the statement, that all outstanding 
international questions should be set¬ 
tled not by the application of force 
but by peaceful means through 
negotiation”. 

Negotiations for Peace 

This belief in the potentiality of nego¬ 
tiation stemmed nrom two sources: 
First the disetfi^, and the making, 
of thermonuclear weapons had naw 
war enormously destructive. “War in 
our time”, said Eisenhower, “iuis bo- 
come an anachronism. Wludever 
the case in the past, w» in the fhttne 


can sierve no use jEhi^rpoee.' IV whr 
which beemae getheriu, as pm limited 
action might, tmtdd imly rfesmtiia the 
virtual destruction of maokuHl. 

A second source is die. mlivatton 
that the interets of any nation had. to be 
reconciled with the interests of other 
nations. Edmund Burke, whose po¬ 
litical wisdom is rateh' matched by any 
oneelae’s. exmessed this point : in dsoic 
words: “Notning is so fatal to a nation 
as an extremeOf self-partiality, and the 
total want of cemsideration of what 
others will naturally heme or fear.’* 
The possible use of thermonuctear 
weapons in a war had brought home to 
American statesmen the need for ta¬ 
king note of this sage advice. They 
realized that, after they had detennined 
the otnective interests of their own na¬ 
tion, they had an obligation to look at 
the world in perspective and appraise 
coolly and realistically the interests of 
their neighbours and that there was 
no more hazardous a temptation than 
to treat other peoples as pawns in the 
struggle for one’s own nation’s basic 
interests. 

Hand of Friendsh^ 

Now to the first principle which Pre¬ 
sident Nixon enunciated; that, certainly 
is a change from the policy followed 
by his immediate pmlecessors. Let 
the principle, be described in Nixem’s 
own words: 

Its central thesis is that the United 
States will participate in the defence 
and development of allies and friends, 
but that America cannot •— and 
will not—conceive all the plans, 
design all the programmes, execute 
. all the decisions and undertake all 
the defence of the free nations of the 
world. We tvill help where it makes 
a real difference and is considered 
in our interest. 

Anrerica cannot live in isolation if 
it expects to live in peace. We have 
no intention of withdrawing from 
the world. The only issue btfore us 
is how we can be most effwtive in 
meeting our responsibilities, protec¬ 
ting our interests, and thereby buil¬ 
ding peace. 

A more responsible participation 
by our foreign friends: in-their own 
defence and progress n eans a tf ore 
eflbotive common effort towards the 
goals we all seek. Peatoe in the world 
will ixmtinue to require us to main¬ 
tain out commitnents—and we wtil- 
As I said at the United Nations, **It 
is not my b^ef that the way to. 
is by igiviag up dur friends or 
dosm our But h m<»e ba¬ 
lanced and Atnericgn rtde 
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in the ^orU is essential if American 
commitments are to be sustained 
over the longpulK In my State 
of the Union Address, I afRrmcd that 
‘*to insist that other nations play a 
role is hot a retreat from responsibi¬ 
lity ;it is a sharing of responsibility.” 
This is not a way for America to 
withdraw from its indispensable role 
in the world. It is a way — the 
only way— we can carry out our 
res^nsibilities. 

It is interesting that the genesis of 
this principle, according to Nixon 
himself, was learnt by him from a leader 
of an Asian country (whom he does 
not name). He said in his nation-wide 
television address on November 3: 

Before any American troops were 
committed to Vietnam, a leader of 
another Asian country expressed this 
opinion to ms when T was travelling 
in Asia as a private citizen. He said: 
‘’When you are trying to assist ano¬ 
ther nation defend its freedom, US 
policy should be to help them fight 
the war but not to fight the war for 
them.” 

In accordance with this wise counsel, 
I laid down in Guam three princi¬ 
ples as guidelines for future American 
policy toward Asia.: 

First, the United States will keep all 
of its treaty commitments. 

Second, we shall provide a shield if a 
nuclear power threatens the freedom 
of a nation allied with us or of a 
nation whose survival we consider 
vital to our security. 

Third, in cases involving other types 
of aggression, we shall furnish mili¬ 
tary and economic assistance when 
requested in accordance with our 
treaty commitments. But we shall 
look to the nation directly threatened 
to assume the primary responsibility 
of providing the manpower for its 
defence. 

Policy Change in Vietnam 

The immediate impact of the Nixon 
doctrine was on, America’s Vietnam 
policy. ‘Tn the previous Administra¬ 
tion’’, said Nixon* ‘Sve Americanized 
the war in Vietnam. In this Adminis¬ 
tration we are Vietnamizing the search 
for peace. The policy of the previous 
Administration not only resulted in 
out assuming the primary responsibi¬ 
lity for fighting the war, but, even more 


of an Address by President Nixon, 
NpVen^er 3. (Wltad States Informa¬ 
tion Serdm, !>elbi), p. 11' 
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significaht, did not adequately stress 
the goal of strengthening the South 
Vietnamese so that they could defend 
themselves when we left.” The con¬ 
crete results of the Viemamization plan 
were: First a substantial increase was 
made in the training and equipment of 
South Vietnamese forces, so that, in 
due lime, the South Vietnamese forces 
would he able to assume the full res¬ 
ponsibility for the security of South 
Vietnam. Second. US air operations 
were reduced to over twenty per cent. 
Third, a phased time-table was worked 
out for the withdrawal of American 
troops in Vietnam, starling with the 
first stage of withdrawing 60,C00 troops 
by December 15, 1969; the time-table 
(not announced) was so worked out 
that “as South Vietnamese forces be- 
c^3 stronger, the rate of American 
withdrawal can become greater.” More¬ 
over, it stands to reason that a rigid 
t*mc-tablc could not be worked out in 
detail at the very beginning, for it was 
necessary to retain flexibility “to base 
each withdrawal decision on the situa¬ 
tion as it is at that time rather than on 
estimates that arc no longer valid.” 

Equal Participation 

Criiics have pointed out that the 
Nixon doctrine, in its application to 
Vietnam, errs on the side of optimism; 
they ask could the South Vietnamese 
troops ever acquire the strength which 
they would have if they fought along 
with American combatant troops? 
This criticism, I suggest, is irispJaced, 
for its implication is that the Americans 
must continue to safeguard the security 
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of South Vietnam eternally — propo¬ 
sition to which no one can agree. 

Vietnam apart, it will be useful to 
stress the wider implicatiom of the Nix¬ 
on doctrine. I think that the value of 
<he doctrine in imertiational rclatiom 
is the sitnuilus it gives to the selt-re* 
liance of nations for their own security. 
Too long has it been assumed by the 
adherents to mutual security pacts, the 
SEATO, the CENTO and the Bke that 
the stronger powers would safeguard the 
security of the weaker. The system 
of alliances has its strong points; but 
if it degenerates to the extent of des¬ 
troying the self-reliance of the parties 
supported by the stronger, it is to be 
decried. In ringing words, Jawahar- 
lal Nehru told the Bandung Con¬ 
ference* (1955): “I do not want any 
country in Asia to be lulled into a seme 
of, shall I say, dependence upon 
others, because that sapfJ—that under¬ 
mines the growth of that dan of a na¬ 
tion— that spirit of sclf-dcpendencc, of 
having faith in themselves.” 

And let it be finally noted; the Nix¬ 
on doctrine does not go so far as to 
scrap the system of alliances: it only 
asks the participants in the alliances 
“for a more responsible participatioji 
by our foreign friends” in their own 
defence: an idea with which the 
sent writer, for one, concurs. The 
more any policy promotes self-reliance 
among a people for their own defence 


♦Asian African Conference, Meeting of Heads 
of Delegations April 20-24, 1955, p. 36. 
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and i^ogress, the better for international 
relations. Besides, the complete with* 
drawal of U S troops from Vietnam, 
as per time-table, should'^ark the end 
of an epoch in Asian history and the 
beginning of a new: it should stimulate 
hard thinking for a much-needed r^ 
gionai security organization for South 
and South-east Asia. Regional se- 

Into Europe : The 

JOSSLEYN 

The UK governmcni’s white paper on 
EEC membership is a puzzling docu- 
nlent, which makes no serious attempt 
to assess analytically the beiiefils of 
membership. 

The “costs" arc assessed and added 
up to produce a total anywhere from 
£100 million to £1,150 million! This 
variance arises from the wide range of 
assumptions adopted regarding the cost 
of levies, import substitution, inroads 
into consumption made by higher food 
prices, and possible changes in EEC 
support prices. 

Having done this, the white paperlhcn 
postulates what it regards as a realistic 
contribution to the agricultural fund 
tFEOOA). Tt assumes a low of 15 per 
per cent of the lOmation total or a high 
of 20 per cent. This gives, on an cstir 
mate of £1,600 million for expenditure 
in the agricultural fund by 1977, a low 
estimate for the LFK contribution of 
£270 million (rather than £150 million) 
and a high of £350 million (rather than 
£670 million). Clearly the government 
regards the narrower range as the more 
realistic assumptions, and on this 
basis the “cost" to the balance of pay¬ 
ments, taking trade effects into account 
as well as transactions with FEOGA, 
ranges from a low of £210 million to 
a high of £830 million. 

EFFECT OF EUROPEAN AGRICUL¬ 
TURAL FUND (FEOGA) 

(£ millions) 
Low High 

Cost of imports 

(-f .=.redction in cost) +85 —225 

FEOGA contribution —270 —350 

Receipts from FEOGA +100 +50 


...85 —555 

A UK contribution as low as 15 per 
cent, or even 20 per cent, would have to 
be the result of negotiation. Although 
the preamble to the white paper declares 
that no allowance is made for the effect 
of negotiations on the terms of entry. 
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curity organizations are visualized 
under the United Nations Charter; it 
can be hoped that the States in the re¬ 
gion will ^gtn seriously to think over 
the creation of one, now that the Bri¬ 
tish withdrawal from east of Suez and 
the American withdrawal from Viet¬ 
nam can be visualized in the early se¬ 
venties. 

New British Vision 
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this ceases to be so once an attempt 
to reduce the range of estimates begins. 

Even a range of £200 to £800 million 
provides full scope for British oppo¬ 
nents and advocates of membership 
to use the calculations to equal advan¬ 
tage. No doubt this is part of the 
document’s political aim; in places it 
can be used to support entry, in others 
to buttress Harold Wilson's warning 
to the Six that without concessions 
the cost could be too high. 

The figures for industrial trade mean 
little because the texrt does not say what 
effects are allowed for. Evidently all 
trade is allowed for, in so far as it is 
deemed affected by changes in price or 
profit margins through EEC member¬ 
ship. Loss of EFTA and Common¬ 
wealth preferences, and of competitive¬ 
ness generally through the (evidently 
large) increases in wages and oilier costs 
foreseen as a consequence of dearer food 
(the retail price of food on average is 
forecast to rise by 18 per cent) will 
offset gains in tra^ with the existing 
Six, in so far as these can be inferred 
from nrice changes. 

“IMPACT” EFFECTS OF T4RIFF 
AND COST CHANGES ON NON- 
FOOD TRADE 


(£ millions) 



Low 

High 

Exports 

—75 

—175 

Imports 

—50 

—100 

Balance oF trade 

effects 

-125 

—275 


However, non-quantifiable advan¬ 
tages, dynamic effects, competition 
effects, economies of scale, and a larger 
market come to the rescue. The white 
paper even says that “a faster growing 
market will provide British industry 
with opportunities, which it has not 
shared witth thg rest of western 
Europe since the war, for a sustained 
high level of investment in new 
plant and equipment.’^ A visitor from 
outer spruce, having pead this, would 
never dream that the UK economy’s 


inaBitity'to sustain a Ugh level of invest- 
ti^t had hod anything to do'V^llt stop- 
go polidesl Likewise, the tyhite paper 
says that the future of the high-techno¬ 
logy industries depends on whether it is 
possibte to create an enlarged EEC — 
a proposition that is not demdnst^ed, 
while at another point the white paper 
admits that co-operation has already 
begun without any extension EEC 
inuitutions. 

Restraint (or “realism”) was detect¬ 
able in Harold Wilson's policy state¬ 
ments of May 1967,. the coolness of 
which surprised his more earnest pro- 
EEC supporters; the reason was the 
same then as now: the desire to pre¬ 
serve a negotiating position as an ap¬ 
plicant not a supplicant. 

Much more helpful than Harold 
Wilson's “on the one hand., on the 
other” white paper is the new study by 
the Confederation of British Industries 
Britain in Europe: A Second Industrial 
Appraisal. Neither in the UK nor in 
Europe has it had the discussion that it 
merits. 

When EEC entry was first debated, 
British attention concentrated on the 
trade effects of the customs union 
and the political implications. The 
CBI deals little with the political issues, 
and shows that the customs union 
is of smaller importance now. This is 
partly because of the Kennedy round: 
the common EEC external tariff at the 
end of the Kennedy round will average 
only 7*6 per cent, which for most 
British products with a high proportion 
of UK inputs will be a minor obstacle, 
in a world of product-differentiation, 
it is unlikely to make much difference 
whether the UK is inside or outside a 
tariff wall of that size. 


Cost to the UK Payments Balance 

But partly, too. it is because the EEC 
has moved on to other things. Progress 
on aims has been minimal, but the aims 
now cover a range critically interesting 
to industry: support for advanced 
technology, state procurement policy, 
merger policy, restrictive practices, 
patent law, tax harmonisation, trans¬ 
port policy, monetary policy and capital 
markets. Although in most of these 
achievement may not be striking the 
forward programme reduces taWffS to 
secondary importance. 

This list of suhfects makes no mention 
of agricultural policy recogmsed as the 
main impediment to British entry and. 
the CBI takes it seriously. This is 
tnirahly non-political, for the . ' 

front bench has ousted the inmrewon 
(probably correct) that agtlcidtiij^ 
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could be embarrassing only for a La¬ 
bour government. 

After various calculations based on 
differing assumptions about future de¬ 
velopments in farm prices and food 
consumption in Britain and the EEC. 
the CBl concludes, on non-agricultural 
grounds, that costs to Britain at the 
higher end of the range (£500-£600 
million a year) would be considered un¬ 
fair by all concerned, that concessions 
to reduce them would be negotiable; 
and that at the lower end of the range 
<£ 200 million or so) cmpcctations 
should be similarly discounted in view 
of the UK’s modest negotiating strength 
and the EEC’s proposed budget for agri¬ 
cultural improvement. 

The CBI therefore suggests a cost to 
the balance of payments of some 
£400 million a year by the end 
of the transitional period. (This 
would also be the financial trans¬ 
fer to the EEC, assuming prices paid to 
existing suppliers remain unchanged; 
in all likelihood, though, these prices 
would tend to fall as sales of iheir prtv- 
duce to the UK diminished; higher 
levies would then be paid to Brussels, 
but at the expense of the UK’s tradi¬ 
tional suppliers, rather than the UK). 

High Entry Price 

The higher end of the range is in line 
with the estimates in the Pisani report, 
which took no account of the likelihood 
that food imports would be reduced 
by import substitution and by lower 
demand for foodstuffs fesjxcially for 
butter, which would more tlian 
double in price), The proportions 
of total levies in an enlarged EEC 
^vhich would be paid by Britain, 
implicit in the CBl calculations, range 
from 27 per cent to 40 per cent. Even 
at the higher figure, the levies would 
probably need to be supplemented from 
other sources; according to a recent 
EEC Council decision, the Commission 
will also have automatic recourse 
to national customs revenues from 
import duties, and to revenue from 
the tax on value added of up to one 
per cent, to meet the cost of the agri¬ 
cultural fund and other (much smaller) 
EEC commitments. 

The substantially higher levy pro¬ 
ceeds which the UK would bring, 
through membership (without any 
substantial UK claims on the 
FEOGA: Pisani put these at just over 
£100 million, against £650 million in 
gross transfers to the fund), would go 
far to avoid the need to call on these 
supplementary sources. On the basis of 
this years FBOGA budget, plus the 
proposed Mansholt restructuring ex¬ 
penditure, a FBOGA including the UK 
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could finance itself almost wholly 
through levies. 

Ft would be optimistic (frotn the 
EEC s point of view) to project this 
picture for forward, because of the ex¬ 
pected fall in UK food imports, and 
because the support costs inherent in 
EEC food surpluses arc still escalating. 
Even so, the financial consequences of 
UK participation must seem attractive 
to the Six and there is no need to be 
gloomy about the UK’s present nego¬ 
tiating strength, given the political will 
for wider membership in Paris, for 
which M. Pompidou and M, Schumann 
have affirmed their support. 

The French agriculture minister has 
also stressed the high price that the 
UK would have to pay for membership, 
estimating that consequential price in¬ 
creases to British consumers would be 
3 per cent overall. This assumption 
implies no abatement from the present 
EEC support price levels. However, it 
does not exclude some other form of 
abatement of the financial transfer (and 
hence of the balance of payments cost). 
There is no prospect of substantially 
lower farm prices in the EEC for a num- 
b:r of years yet. However, the present 
official UK alliludc is that while British 
consumers must resign themselves to 
price increases of 3 per cent over the 
transitional period, implying food prices 
11 per cent higher, the UK as a nation 
could nonetheless expect some compen¬ 
sation for its levy contributions, be¬ 
cause a half or even a quarter of the 
levies that the UK would be bound 
to pay would leave existing EEC 
members much better dlT than today. 
The initial British negotiating position 
will be to propose only a minimal net 
financial transfer; this would imply a 
a negative budget (or customs duty) 
contribution to the Commission, or 
else some countervailing financial trans¬ 
fer to thd UK attributed to some other 
aspect of the negotiations. 


This position may well be demolished 
by the Commission which will be 
briefed with an agreed negotiating front 
in advance. If the Six can, no doubt, 
afford to be stubborn, neither side has 
any interest in setting the entry price 
too high. Even £400 million must seem 
a high price; West Germany in 1968-69 
paid £116 million net into the fund; 
and this was largely its own fault for 
insisting on such high support prices for 
butter and grain. 

Against this, the CBI tentatively 
suggests that the abolition of Britain’s 
present tariff structure, and adoption 
of the common external tariff, would 
lead to saving on the balance of trade 
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in industrial products. Conclusions 
drawn from price elasticities aj*e ad¬ 
verse. Taking account of the loss of 
Commonwealih preference, and the re¬ 
latively high UK tar'ff that would be 
(preferentially) abolished vis-a-vis EEC 
goods, imports would fisc more than 
exports, ihrough price effects. The CBl 
hopes, however, for a higher income 
elasticity of demand in tnc EEC for 
British goods, because UK exporters 
would concentrate more on the Euro¬ 
pean market. The conclusions to be 
drawn from any analysi.s of the effects 
of changes in membership of a customs 
union arc, however, in the existing state 
of knowledge, shaky. It would be 
unrealistic to expect a large net gain to 
set against ihe inevitable payments 
loss from agriculture. 

Benefits of EEC 

One should not, however, he mesme¬ 
rised by the balance of payments in what 
is a process of transition. If the UK 
balance of payments suffers, it can he 
adjusted, ifal a cost. In agriculture, this 
real cost would (on the basis of a £400 
million financial transfer) be from about 
£480 to £600 million, plus the losses in 
output of highcr-valiic goods owing to 
the enhanced attractiveness of agricul¬ 
ture to scarce factors: in ail, at least 1.5 
per cent of the national product. Any 
net gains from trade in industrial goods 
would lend to mitigate this, of course, 
except that the (putative) £400 million 
drain via FEOGA would not release any 
factors for other employment, and so 
docs not in this respect complement the 
extra (net) industrial exports (if any) 
which would entail greater strains on 
the labour market. Consequently, apart 
from anything else, the transitional 
phase would entail fiscal or monetary 
deflation. 

The chief benefits of joining the 
EEC that the CBI secs are that 
the larger market would enable 
successful firms to expand with 
economies on scale; while benefits 
from increased competition would 
accrue, since larger scale in such a larger 
market — would be consistent with a 
larger number of firms than exists in 
the British market. The words ‘larger 
market” have deceived some people. 
A “larger market” presupposes scaled 
units, the walls between which are to be 
abolished by EEC enlargement; where¬ 
as in fact we are talking about count¬ 
ries in which the major firms from all 
neighbouring countries trade actively 
across trade barriers which are mostly 
either low or non-existent. The tariffs 
are, moreover, often absorbed by the 
suppliers, who in mass-production in¬ 
dustries, sell at prices rilling in the 
export market. If the tariff barrier 
c(Hne down, suen an exporter gets 
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a higher price in tlie first instance — 
unlike in traditional international trad¬ 
ing where the tariff is an extra on the 
delivery price. Tt WilU.only ck> so in¬ 
directly, in that it increases the profita¬ 
bility of their export sales. This implies 
that the increased volume of trade cx- 
cted from tariff reduction is already 
ing largely enjoyed in advance, in 
such industries, even if the profit po¬ 
tential in them is not. 

The CBI estimates the benefits to 
British industry from economies 
scale at about 1 per cent (in all, not per 
annum). This is probably about right 
and may even be on the high side, be¬ 
cause even where scale effects are se¬ 
cured, s(mie additional labour is re¬ 
quired for additional output; and with 
a fully-employed labour force, even a 
massive oiWning of new markets can 
yield benefits of scale economics only 
where labour is released by firms which 
do not possess this potential. More¬ 
over, this must be seen in relation to tlic 
hoped-f^or expert gains. The CBI 
analysis puts this at some £330 million, 
which is an increase in total UK manu¬ 
facturing production of just over 1 per¬ 
cent. Even in the scale-intensive in¬ 
dustries, cost curves do not fall in a 
1-for-l ratio with production. Clearly, 
any impressive benefits must result from 
whatever stimulus EEC membership 
gives to restructuring of industry, rather 
than to a “larger market” per se. 

Nationalism the Biggest Trade Barrier 

The CBI has shrewd comments on 
European technology and a Europe¬ 
wide policy for industry. In this area, 
tariffs are either too low to be relevant, 
or arc pointless because the real compe¬ 
tition (usually with the European sub¬ 
sidiary of a US firm) takes place behind 
the tariff wall. The US firms have been 
less frightened of the diificulties im¬ 
posed by variations in European laws 
and regulations on foreign subsidiaries 
than continental ones. Nowhere do 
these present barriers to establishment 
across EEC frontiers, the CBI rep<>rt 
points out; but they cause many diffi¬ 
culties, especially if rationalisation or 
integration by merger is in process 
(US firms have generally set up new 
industries on new sites with new fac¬ 
tories). 

It is recognised that much of the 
fragmentation of advanced industries in 
Europe is due to nationalistic public 
purchasing. In other words, it should 
not be necessary to set up across fron¬ 
tiers, if it were as easy to sell to another 
European country’s state railway or 
generating board as to one s own. The 
US firms have overcome these problems 
by being technically ahead and by em¬ 
ploying local labour. IBM for instance. 
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has had no difficulty selling in West 
Germany, where it has its largest Euro¬ 
pean plant, though in the UK (whose 
state procurement is as nationalistic 
as any) it has found a British industry 
actively supported against it by go¬ 
vernment orders. 

Logically, criticism of nationalism in 
state procurement implies a desire for 
greater international competition in 
sales to state agencies, not only to secure 
better terms for the procuring agencies 
(an aim they could presumably look 
after themselves) but also to ensure 
the selection and survival of the best 
suppliers over the wider market area. 
This is not, however, how the CBI sees 
it. The CBI says that “given the limited 
resources available, (he strength of the 
competitive opposition” (American 
presumably), “the exigencies of the pace 
of scientific progress and discovery, 
Europe cannot afford to dissipate these 
resources in the unco-ordinaied dupli¬ 
cation in each country of research, 
development, and attempted exploita¬ 
tion in the advanced technologies”. 
In short, it is difficult to gain the 
necessary volume of sales to justify the 
outlays in R and D, if competition is to 
be present: and anyway, there is often 
(though not always) American competi¬ 
tion present or latent. 

Pnrehasing Policies 

Co-ordination of public purchasing 
would be the place to start. The CBI 
insists that “this is not an argument 
against competition: indeed we en¬ 
visage tendering by multi-national 
consortia and soon, we hope, truly 


March 27.1970 

European companies”. Ad Aor joint 
projects, such as Concorde or the Euro¬ 
pean air-bus, are recognised as un¬ 
promising. The CBI prefers the joint 
subsidiary owned by two or more 
parents of different national origin. This 
differs from the ad hoc consortium only 
in degree, however, by having a more 
stable, and presumably more inde¬ 
pendent executive structure in immedt-^ 
ate charge of the project. Whatever 
the CBI professes to believe about 
competition, such a formula would 
reduce it, in many cases to a European 
and an American supplier. This may 
well be inevitabie in the circumstances 
in (say) large computer systems. 

The EEC Commission has as yet 
no clear policy on this. It is feel¬ 
ing its way where its powers arc ill-de¬ 
fined. Recently it proposed a regulation 
against state bodies favouring national 
suppliers on legal grounds but it is less 
clear whether it could intervene where 
the discrimination is on grounds of 
convenience, proximity, and other 
quasi-commercial considerations. To 
go to the other extreme and to discrimi¬ 
nate against suppliers who are not multi¬ 
national in some sense would be equally 
cou nter-product i vc. 

W'hile the Commission has regulatory 
powers, under both competition policy 
and free movement of goods, it is not 
essential that it should set rules deter¬ 
mining participation in projects, or 
even that multi-national projects in ad¬ 
vanced technology should be confined to 
EEC membership. This principle was 
conceded last autumn, when participa¬ 
tion in work following the Aigrain 
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Report (which listed subjects of ad> 
vai^ tecluioiotpcat endeavour for 
which R and D i)ro)ects on a multi* 
national but European basis are to be 
iovesti^ed, presumalHy to be fcdlowed 
by production projects) was opened to 
British and other Ewo^an firms. Even 
if the JJK and the other applicants join, 
thnp wilj still be the question of how to 
treat Swedish, Austrian and Finnish 
advanoedftechnology firms, and in 
some apifiications (e.g., a Europe-wide 
tefecommunications-iinked computer 
network) the markets of these count¬ 
ries too. 

Discrimination against .non-EEC- 
based firms in advanced technology 
is out of the question for a number of 
reasons. The Commissitm does not 
favour it. Membership of the EEC 
is therefore not inextricably bound up 
with the progress in whatever policy for 
technolo^cal advancement is possible 
—which is not necessarily the same as a 
policy of favouring one's own advanced 
-technology firms. 

FWare of Stirliiig 

In 1967 the greatest obstacle seemed 
the sterling problem. Today the ster¬ 
ling balances arouse little concern, 
thanks to the 1968 medium-tenn Basic 
arrangements and better understanding 
of credit requirements against short¬ 
term money movements. The CBT hopes 
that, after entry, controls on the inter¬ 
national use of sterling can be eased to 
allow London to become the capital 
market for Europe. 

This may be over-hopeful. Although 
the balance of UK transactions in 
direct inve^ment should shift after EEC 
SKmbership (more US investment in 
the UK. and less British investment in 
Europe) the problem of portfolio invest¬ 
ment worries the Treasury. Although it 
would still be permissible to stop capi¬ 
tal outflows to third countries, there 
would be no efl^ive way of doing so 
once the UK became linked to neigh¬ 
bowing countries that have no exchange 
ctHUrols. And if strains on the exchange 
rate ever developed after the eontrols 
were lif^ted, the funds that could flow 
out would be massive: this is the real 
problem of sterling in the present nego¬ 
tiations: uncertainty as to whether the 
UK can hold the rate if the balance of 
payments slips into deficit a|;ain. The 
be^ef that devaluation is ultimately the 
best way to adjust a balance of pay¬ 
ments deficit has q»ead in the past two 
years •— but not to Brussels. The Conir 
mission wants agreed exchange rate 
dedsiems as soon aa possible, and fixed 
rates among mentbeia (which would not 
predadiC a unifonn aicyustment of an 
rates) as an important step towards fbll 
integmtioa. , 

Is this in Hie UK*b interests^ On 
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wages, for example, the CBI foresees 
upward pressures after entry, thte to 
rising fo(^ prices, higher money wages, 
more holidays, and better social security 
benefits, on the continent. Britain's 
er^omic miracle is not yet permanent. 
Rigidities imposed on the exchange rate 
could once again jeopardise full em¬ 
ployment. 

These are.in the end, matters of politi¬ 
cal preference. While it is true that there 
are costs of exclusion, which cannot 
necessarily be foreseen (so that the alter- 
natiyc to entry is not necessaiily the 
existing one) tliesc usually appear on 
examination to be the costs of delayed 
entry (the effects of which arc that de¬ 
cisions taken without UK participation 
will bind us after entry). Given fur¬ 
ther initiatives in trade liberalisation 
through GATT and continued progress 
on standardisation, the main possiNe 
exception to this is defence, which is 
outside the EEC’s existing competence, 
but which should be studied by any 
government considering integration 
with the Six. 

Fiscal harmonisation, intention of 
demand management policies, mutual 
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decision-making on exchange rates are 
ail steps to>wara federal union, which 
the EEC at present seems minded to 
take, but none are integral to the EEC 
in the sense that governments could not 
achieve their purposes (apart from unity 
for its own sake) without belonging to 
(lie EEC. 

The Same could well be nearly true 
of trade. But it can never be true 
of military defence. The ability of 
European states to mount a modern 
nuclear capability, capable of impressing 
a great power and over-awing lesser 
ones, depends on wider membership 
leading towards federal union. That is 
what European inlegratitm must ulti¬ 
mately he mainly about. 

Sources and Ackiwwledgenients : 

The foregoii^ siumnarises, byip ecial 
arrangement, a .)ft-page report in the 
latest issue of the quarterly £cimomic 
Trends published (to subscribers only) 
by the Economist Intelligence Unit 
(27 St, James's Place, London. S.W. 1) 
but the EIU is responsible neither for 
the emphasis of my summary nor for 
my comments based on a variety of 
sources. 


Profits for Growth 


R. V. MURTHY 


Even as the challenge to the private 
sector is becoming more and more 
pronounced in this country, spokesmen 
of the private sector also have begun to 
speak up, and rightly so. There are two 
issues today that cry out for answers 
before those who are required to parti¬ 
cipate in this country’s future all round 
development could proceed iminhibi- 
ted to play their vital role. These two 
issues are: the role of the private sector 
in the mixed economy that our rulers 
profess our economy to be, and the 
broad framework of our approach to 
economic problems. It is just as well, 
therefore, that both the outgoing Presi¬ 
dent of the Indian Merchants’ Chamber, 
Bombay, Mr J.H. Doshi, and Mr S.L. 
Kirloskar, who inaugurated the sixty- 
second annual general meeting of the 
Chamber recently, addressed them¬ 
selves to these important issues. 

To take the second issue first. What 
is essential at this juncture, as Mr 
Doshi said, is “to have a clear perspec¬ 
tive so as to be able to decide the direc¬ 
tion in which we want the country to 
move. If, under the influence of doctri¬ 
naire socialism, we move towards 
statismand jeopardise the existence of 
democracy in our countrji the restiltant 
loss Mfreedmn and frusttrlHon wilt only 
pave the way for anarchy and t^taos.” 
to this connection, we ain tempted to 


quote from the uddtess of Mr Charles 
B. Thornton, Chairman of the Board 
of Linton Industries Inc., US when he 
received the Business Leadership 
Award from the MicMgan University 
some two years ago. Confronted per¬ 
haps by the call for a change by the 
extremist elements in the US similar 
to what we have been hearing lately 
in our own country, Mr Thornton must 
have made these observations, and th^ 
are, therefore, quite pertinent. He 
said... “our dissatisfactions with the 
existing state of things must not tempt 
us to endorse or support ill-conceived 
or frivolous change just for the sake of 
chan^. This kind of change may create 
activity but seldom, if ever progress, 
in fact, the reverse is usually true. Too 
often, these voices calling for .change 
propose that the government must 
take over in order to build a better 
society. They want to change our basic 
concepts, to revise this nation’s entire 
social and economic structure. They 
justify their proposals by pointing to 
pockets of poverty and unemployment, 
to civil disorders, crowded schools, 
and deteriorated housing in many of 
our central cities.’’ 

So, there is no need to get unduly 
panicky over such all too familiar cries 
the world oven:, but it is imcessary, at the 
same time, as Mr Doshi pohded out, to 
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“seriously ponder dVer the issues at 
stake and evolve a strategy of develop* 
njeht with imagination .and statesman* 
sMp,” To put the 'aame idea in Mr 
Thorn ton’s words, “we mould certainly 
concern ourselves with the dislocations 
and Imperfections and do all tye can to 
eliminate them; but to do so eneotively, 
wc must assure ourselves that the chants 
made are positive and realistic ones 
which will not enlarge the very prob* 
lems which we are attempting to mini¬ 
mise or solve.” Frankly, it is this dan¬ 
ger that many in this country seem to 
apprehend if the government pushes for¬ 
ward with the drastic proposals set out 
in the latest AICC Economic Policy 
Aesolution of the ruling Congress. To 
quote Mr Thornton again, “creating 
and accomplishing economic develop¬ 
ment is a function best performed by 
private business and industry. When 
governments in other nations have 
limited or eliminated the freedom of the 
private sector to operate effectively, the 
price has cither been national progress 
or the freedom pf its citizens or both.” 

Social ResponsiMlities 

There is no gainsaying the fact that 
constructive and progressive change is 
best nurtured by an enlightened free 
enterprise system. Business and busi¬ 
ness leadership is a critical factor in 
our society and its success or future will 
determine the well-being of man and 
even the survival of free society, ^ 
has been aptly said. Hence the great 
responsibility of this section of the 
community in the country, which must 
have prompted Mr Kirloskar to talk 
to the Indian Merchants’ Chamber on 
“Social Responsibilities of Business”. 
If leadi^ industrialists in the country 
are talking of social responsibilities of 
business no less than the leaders of all 
political parties, it may be assumed in 
certain quarters (they will, in fact, 
choose to make such an assumption 
deliberately) that businessmen were all 
along oblivious of such responsibilities. 
As both Mr Doshi and Mr Kirloskar 
made it abundantly clear, some of our 
industrial houses have a brilliant record 
of contributing their best in nation¬ 
building activities and rendering service 
to their fellow-citizens. One has only 
to catalogue the educational institutions, 
hospitals, hostels and other public causes 
which have been assisted by the leading 
business houses in this country (in 
particular Talas and Birlas). Indeed, 
the late Sir Mirza Ismail was a firm 
believer in harnessing the help of the 
business community, in particular the 
more better off of the lot, to supplement 
nation-building activities in the states 
he administered. Although he did not 
say so, there is ample evidence to be¬ 
lieve that he was convinced that some 
of these businessmen could not only 


provide these ameatfies at teas oeat, 
but also manage, .tteem more effeotivsly. 
As Mr J.R.D. Tata observed recently, 
moire than even before, tite {nriyald sec¬ 
tor feels it is better able to make 
a contribution td the oountty*s develop¬ 
ment today, this is because to use 
his own words, “the private sector 
has today reached a stage of develop¬ 
ment and expertise when it can make a 
massive contribution to the country's 
further economic -developmem. Ihe 
vast majority of India’s eiUrepreneurs, 
large and small, are patriotic and socially 
conscious men who do not ask fmr 
special favours or large jn-ofits, nor seek 
monopoly or any conoentration of wealth 
and power. Alt they want are the oppor¬ 
tunities to exercise their initiative and 
skills to apply their resources for the 
country’s benefit, as well as that of tlteir 
shareholders, labour and customers, and 
to be left alone to get on with the job." 

This is not to say that businessmen 
or the private sector is interested only 
in economic activities, although, as Mr 
Kirloskar explained, being in business 
does not mean that businessmen shy 
away from their obligations to society 
in other fields. As a matter of fact, his 
thesis is that, once one enters business, 
one automatically gets involved in 
social, educational and several other 
activities, besides economic. All tlic 
time, from the days of the great Jam- 
shedji Tata, this is being done, but, as 
the retiring IMC Chief remarked: 
Much more remains to be done and, 
accordingly, he exhorted: “Let us in¬ 
volve ourselves in wider problems of tlie 
community, such as education, slum 
clearance in urban areas and medical 
relief to the less fortunate members of 
the society.” 

R<de of BwatoesMUMi 

To turn to the other issue — the role 
of businessmen. This, we mu.st say, 
Mr Kirloskar did marvellously in the 
course of his address. He not only ex¬ 
plained the role of businessmen but 
also expatiated on whether it has an^ 
social significance. It was his thesis 
that, through the various pay¬ 
ments than businessmen make — ade¬ 
quate wages to workers, reasonable di vi¬ 
ands to shareholders, a large chunk to 
the public exchequer by way of taxes— 
“We contribute considerable amounts 
for the social welfare activities our go¬ 
vernment desires to undertake.” By 
building a sound economic structure, 
he claimed, “we do social good." An¬ 
other point he made, which sadly re¬ 
quired to be mUde, especially after 
businessmen wei^deprived of functional 
representations the legislatures after 
we got out indepepdence, was that “we 
busTnassmen beloi^ to tifo same society 
which our critics say they represent, our 


roots are as deep as theirs. iOiui ttedti. 
tion as businessmen is old and tis^t. 
And our history hears it opt.’’ 

Towaiis a better iniaie 

Like Mr Thornttm. Ivfao instaimed the 
developramit of a relatively sinal| town 
in Arizona foUowing thb settii^ up 
there of a new phut by a company, 
Mr Kirloskar instanced the growth of 
Poona in recent years in the wsjn of fo* 
setting up of pew industries for a large 
nUmb^ of entrepreneurs. Being one of 
those who is genuinely proud of foe 
businessmen’s role in the country’s 
economic and social devefopmehtj he 
enumerated the manifold ways in which 
Poona and the people of Poona have 
benefited from the activities of busi¬ 
nessmen, Apart from individual citi¬ 
zens who have benefited, he said: 
“The educated, the able and the ambi¬ 
tious of the city found productive 
and remunerative work in organised 
business. Through suchwOTk, they 
found new personal and social 
identities. The educational institutions 
found financial support fortified by the 
varied disciplines which the use of 
modern technologies business brought 
to the city. The citizens got new oppor¬ 
tunities to acquire new skills, better the 
existing ones and use them in gainful 
employment for the support of their 
families. New ventures cropped up to 
build a class of new entrepreneurs, 
andllaries, suppliers, transp>rt-opera> 
tors and many more. Poona now has 
elegant buildings, wider and cleaner 
roads, more and better theatres, eating 
houses, gardens and sports. There are 
more and varied cultural activities in 
which those engaged In business partici¬ 
pate and to which they ^extend their- 
financial support. 

All these'changes in Poona, as Mr 
Kirloskar noted, did not just happen. 
They are the result of deliberate and 
purposeful efforts of its citizens, with 
a large share |of such efforts Icomiitg 
from businessmen.” This, according 
to him, is true economic and social 
progress and he was proud to say, “we 
do it." And he went on to explain who 
this “we" are. 

“We are the entrepreneurs who 
start, manage and build enterprises; 

“We are tbe shareholders — several 
thousand men and women from all 
walks life — who raise, invest and 
risk our money; 

“We are the worieers and managers 
of all ^it^ries trito come from all 
castes and religions ami who work 
together to pcodace mM tell — we 
number teveral lakhs; 

“We are the difibrent seifvIbMt 
transporters, sumfows, and ##iri- 
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tXitOrs — hundreds who employ 
thousands of men; 

“We arc the anciliaries and work¬ 
shops — small now, hut a sound base 
for fhture growth.” 

Contrast these businessmen with the 
old cartoon of a pot-bellied money-bag 
as our political leaders continue to 
associate bunmssmen with, and you see 
how all the mischief and campaign 
against businessmen started. 

BuiMitess and Devetomwnt 

Mr Kirioskar also did well to debunk 
the theitis that industries bring slums 
into existence, as though slums never 
existed before industries came. Even 
in 1915, when there were no industries 
in Poona, Mr Kirloskar, who ought to 
know his Poona where he has spent the 
greater part of his life, reminded his 
audience, there was the slum area of 
Bhokarvadi. But he did not justify this 

nor is he one of those who would tole¬ 
rate them. Men in business he declared, 
“desire their elimination as intensely 
as any crusading socialist does. But 
t his way of life is difiicult to change (and 
this is very true) because of the support 
and encouragement some politicians 
give to slum-dwellers.. I suspect such 
politicians thrive on the existence of 
slums,” Unlike politicians, Mr Kirlos¬ 
kar pointed out why businessmen can¬ 
not accept such contradictions between 
one’s action and one's declared aims. 
Ewn for their selfish motives, he said, 
businessmen want slums to go and liv¬ 
ing standards of citizens to improve. 
It would increase consumption and boost 
up production, open more employment 
and push living standards further up.” 

Businessnieitj’may not be perfect, but 
the free enterpf**® system is the best 
system so ftm that has yielded results 
not only elsewhere but in our own 
country. If politicians from different 
states, even Kerala, come to Bombay to 
invite busirwssmen to start factories in 
their states, it is because they realise, 
to quote Mr Kirloskar, “that business 
activities develop skills, put them to 
remunerative use, encourage growth of 
anciliaries and services which further 
grow into other enterprises. They also 
believe — and this needs to be under¬ 
lined — that the industrialists alone have 
the capacity and experience to undertake 
this procffis u/ econovtk developtnen/^^ 

Mr Kirloskar did not stop with cx- 
plamiag the rafle of busiiwssmen thus. 
He.did 0 ^ yeoman service and 
that Was tjO indicate why, in order to 
play, this rote effectively, busjn««smen 
haw to swsoeed in bussiness md how 
ih^ eat^t snoceed without earning 
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iwofits. “We can earn'profits”, he said, 
“only by effleiem and remunerative use 
of our resources. We have to earn on 
our investment and grow." 

ft is not for our sake alone that we 
have to develop ideas and attitudes 
about such concepts as profits. Mr 
Kirloskar was not exaggerating, there¬ 
fore, when he said that, “if we damn 
profits at home, we weaken our capacity 
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to raise money abroad.” Moreover, 
those who doAtn profits have no rl|^t 
to expect, as they have h^un to do 
lately, all public sector undertalrings, 
which have thus far been a great drag 
on our economy, to pay 10 to 15 per 
cent per annum. They cannot be un¬ 
aware that the Planning Commission 
loo has assumed profits from these un¬ 
dertakings as a part of pur resources for 
financing the fourth five-year Plan. 


Regional Concept in Rower Planning 

SHARWAN KUMAR 


An rxrCTHic power system must 
comply with two essential conditions. 
Firstly, at any given lime, suificienl ca¬ 
pacity must have been created in the 
system for meeting peak demand. 
Secondly, there must be provision for 
meeting the demand of extra toads as 
and when needed, in other words for 
hydel plants, there .should be sufficient 
water in the reservoir so that even du¬ 
ring the dry season the system conti¬ 
nues to work. Similarly, for a ther¬ 
mal plant there should be sufficient and 
continuous supply of the fuel. 

It has been generally observed that 
the peak demand of a region is much 
higher than its average demand. The 
capacity has however to be provided 
in each region to meet its peak demand 
unless the regions, having peak demand 
at different timings, arc connected elec¬ 
trically. A grid system (a system where 
power systems in different regions arc 
intcr-connccted through Extra-High- 
Voltage (EFIV) transmission lines) 
provides a more efficient system of elec¬ 
tricity generation and transmission, 
ft brings out various alternatives for 
capital investment in power production 
and distribution. Improvement in tech¬ 
nology of EHV transmission lines 
may justify the pooling of different 
power systems and through improved 
efficiency of transmission lines it may be 
possible to transport electricity over 
long distances. 

The question naturally arises as to 
what should be the basis for connecting 
different regions electrically. The whole 
economy of a grid system revolves 
round the fad that the reserve capacity 
for the combined system will in general 
be less than that which will have to be 
provided for all the regions in case they 
are electrically independent. From 
the demand side, the necessary condi¬ 
tion for inter-iconnectioh of two regions 
through transmission lines is provided 
by the basic criteria namely, the exis¬ 
tence of a depen dable and predictable 
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seasonal load diversity factoi* between 
the two regions. Let us assume that 
region ‘A’ has a peak demand P« and 
region B has a peak demand P^. Tf 
the regions have a load diversity factor, 
Pfl and will occur at different times. 
Let us further assume that the coinci¬ 
dental peak demand of the two regions 
is Pa^. Then, -I- Pi, is the 

load diversity factor. This will re¬ 
present the saving in the capacity re¬ 
quired to meet the demand of these two 
regions. As long as the cost of invest¬ 
ment in inter-connecting tlic two re¬ 
gions is less than the cost of investment 
reauired for providing capacity of the 
order of Pa + P* —Pa^ for genera¬ 
tion of electricity, it may be desirable 
and economical to connect the two 
regions. It may be fjointed out here 
that we have to take into account the 
load diversity factor not only as it exists 
today but that which could be expected 
for the whole plan period under con¬ 
sideration. 

Economics of Power 

From the supply side, ihe differences 
in the cost of investment and/or the 
operational cost could provide the 
necessary conditions for (he forma¬ 
tion of a grid, fn general, the invest¬ 
ment cost per kilowatt of a hydet plant 
is higher than that of a thermal plant. 
On the other hand, the running costs 
are rather low in a hydel plant, whereas 
they form a substantial part in a Iher- 
mal plant. A number of suitable sites 
for hydel plants may be available in a 
certain region bui the demand in that 
region may not justify having a sepa¬ 
rate generating plant there. In a neigh¬ 
bouring region the demand may be 
quite high but the co.st of investment 
may be so high because of the non¬ 
availability of suitaWe site, that the 
generation cost may go up abnormally 
and in turn may sffcct adversely the 
cost of production of such industries 
as arc large users of electricity. If 
however, such regions form the part of 
a grid these problems would be automa¬ 
tically taken care of. Further, in a 
hydei plant, the supply of energy over a 
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period of lime is limited by the avml- 
ability of water in thn reservoir. The 
capacity of hydel ^lant might have been 
set up by taking into consideration the 
peak demand. This may lead to sur¬ 
plus energy during the rainy seasod 
and a net deficit energy duritm the Arf 
season unless the water could be stored 
in the reservmr and its supply regulated 
for a constant flow tliroughout the 
year. Under a grid system a better 
alternative would be to consume the 
whole electricity in the rainy season 
by transmitting it to the neighbouring 
regions and during the dry season to 
get electricity generated in thermal 
plants and to transmit it to the region 
where the hydel plant is located. 

Plant Capacities 

Similarly, in the case of a thermal 
plant the cost of investment per kilo¬ 
watt of a bigger thermal capacity is 
much lower than that of a smaller unit, 
and it may be more economical to install 
bigger units in regions which haye a 
relatively lower o|)erating cost per 
kilowatt hour even if the demand con¬ 
ditions in that particular region do not 
justify the same and it has to transmit 
the electricity to the neighbouring re¬ 
gions. If thermal plants with bigger 
capacities are located at or near the 
coal mincs/washeries, the cost of ge¬ 
neration of electricity could be reduced 
as the middlings which are obtained as a 
byproduct from the washeries could be 
gainfully utilized by such thermal 
plants at a nominal price. Moreover, 
the transportation cost which forms a 
substantial part of the price of the coal 
and middling could be completely eli¬ 
minated. But it would necessitate the 
transmission of electricity to the neigh¬ 
bouring regions and it would be worth¬ 
while investigating as to how far the 
cost of generating electricity at the coal 
mines/washcries and transmitting it to 
the neighbouring regions will be more 
economical than the cost of transporting 
coal to those regions and generating 
electricity in these regions. If the for¬ 
mer alternative turns out to be more 
economical, as it is likely to be, it will 
lead to other secondary advantages, as 
for example, it will reduce the pressure 
on the rail/road trafhe and the capacity 
now utilised for the transportation of 
coal and middlings could be employed 
elsewhere in the economy. 

A grid system could he further Justi¬ 
fied on other economic grounds as 
well, ft leads to more efficient use of 
scarce capital resources on two counts. 
Firstly, in a grid system, the investments 
in the electricity generating industry 
would tend to be made in such a way 
us to reduce the cost of generating elec¬ 
tricity to minimum. Secondly, it would 
lead to u rational location of other 
industries in the economy wherein 
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electricity forms a substantial part of 
the input cost. Under the system 
where grid is not cqxratwg, all such 
industries tend to be concentrated near 
power generating plants even though 
other input and factors of production 
may not warrant or justify their loca¬ 
tion at such sites. This in turn may 
be accentuating the disparities as bet¬ 
ween the regions and the regions which 
are backward may not attract capital 
at all and the establishment of industries 
in such regions may be discouraged 
because of high cost of power genera¬ 
tion. However, when different regions 
are connected electrically, it would 
automatically lead to optimal location 
of the industries as power would be 
available to them, in any part of the 
region which form the part of a grid, 
at the same price. This in turn may 
help in reducing the regional dispari¬ 
ties as well. 

Mininiising Generating Costs 

The question could be asked as to 
what should be the basis of demarca¬ 
ting different regions ? The well known 
linem programming technique could 
provide the answer. Various types of 
objective functions could be chosen 
for the present study. For example, we 
could either tend to maximise the rate 
of growth in various regions or to 
maximise the total benefit accruing as 
a result of grid formation in the economy 
as a whole or to minimise the total 
cost of generating, operating and trans¬ 
mitting the electricity in the system 
as a whole. Here wc will formulate* 
the problem with the last criterion 
namely, the minimisation of the total 
cost as our objective function. With¬ 
out going into any details about the 
engineering part of it which for our 
purpose could be treated as exogenous, 
the total cost of generating, opiating 
and transmitting the electricity in the 
system as a whole will be minimised 
subject to a number of constraints, 
namely, 

(1) The generating capacity of a 
plant in the whole system is po- 


sitive. TsiOitlicr. wordb 
plants and uncommisfidaffiil pl¬ 
ants will be left out for the pnr- 
pose. 

(2) total etectrlcity that can be 
e]qx»ted from a mgioh ksS 
than or equal to the total gene¬ 
rating capkity of Ihe mgidn. 

(3) For each rqgj<»it. m miy 'giW 
time, the total eleebirity feae- 
rated in the tegion plus the net 
electricity inmorted into the te- 
gion . should be greater than or 
equal to the total demand of 
electricity for that regton. 

(4) For each region, the sum total 
oS the generating capacity of the 
region plus the transmissiOR 
capacity of the region should 
be mater than or eipiaJ to the 
peak demand for . the region. 

fS)The sum total the genera¬ 
ting capacity of the system as 
a whole ^ould be greater than, 
or equal to the coinddental 
peak demand of all the re- 
gimis. 

The actual formation q( a grid re¬ 
quires a Imig term planning for inter¬ 
connecting power systems in diflbrent 
regions. This involves working out 
of the parameters like the estimation of 
future demands of various regions and 
the expected investment and operating 
cost in each region. As a first exercise, 
the model could be applied to the exis¬ 
ting condition in any year for whidi the 
necessary data are available. Later 
on the model could be suitably modi¬ 
fied to be applicable for any perspective 
period. Finally, it is only fair to add 
that there is a snag in the grid system 
though this has nothing to do with the 
economic arguments. In times of war, 
EHV transmimion towers could be 
easily tampered with by the saboteitfs 
depriving large urban centres of its 
power supply. 

*The nuUhenuttical formulation of die 
model has not been diseuaMBd hen 
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Britain's alcruisin H without parallel in 
history. That at any rate, is the belief firmly 
held in the Engli^^speaking countries, with the 
exception, peuiaps, of aome sections in the 
U,S.A. Has not BriCaiii fou^t this war d 
unlimited liability Tanaiical sin^ 

mindedness* and staked her all in the cause 
of hum^n freedom? If idle is found in posse¬ 
ssion of a big Empirw, it Is, of ooune, largely 
by accident and in spite of herself. If she con¬ 
tinues to hold it, it will aisp be not becaoieshe 
is anxious to retain, but because in foinieas to 


herself she caniiot liand ov«r the hirge batik- 
ward msMes of coioniei popidations to the 
local *phitocfacies^ which will exploit thedi- 
Not that she Claims perfection for her cotonial 
rule. But her mIflMoes were dine mtliuy to 
the irdieroAt difficully of her ^ciidlixing* ihtraon 
rather than to her own ctmedness. The peo¬ 
ples of her dependencies who form the Jpeater 
of the world’s population might pomptaia tht^ 
are egpericsiclfu not Brltisdi henefitak, 
bofids^ that, Of tiourse,igooiwnce of 
ingmtitttde. 
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eport or study published by the 
lanisation for Economic Co-opera- 
) and Development (OECD) repre- 
)ts part of the work carried out 
'tiy by the twenty-two Member 
'ernments (*) as a means of per- 
tir.g their policy measures to 
iu e a sound expansion of their 
n economies as welt as of coun- 
a in the process of industrial 
'e opment, and to contribute to 
^ 'pansion of world trade. 

tl' '> end, the Member governments 
isi on the most accurate informa- 
^ n all aspects of the economy 
I particular on facts for the 
on which to base current 
Vi es in the field of economic 


hir the framework of OECD, nation¬ 


al experts of the Member countries, 
in close collaboration with the spe¬ 
cialists of OECD's international Secre¬ 
tariat, work to furnish the govern¬ 
ments with this first-hand information 
for meetings at both national and 
international levels. 

By publishing its reports and studies, 
OECD puts at the disposal of the 
private sector the planning tools 
intended in their original form for 
government use. 

On the following pages you will find 
a selection of OECD publications 
which could be of use to you. If you 
wish to be kept informed of new 
OECD publications in which you are 
interested — and so avoid losing 
touch with the latest infoirmation on 
probable trends in the ecortproy - 


you are invited to complete and 
return the attached reply-card. This 
information is sent free of charge ; 
you will also receive a free copy of 
the new OECD Catalogue of Publi¬ 
cations containing the complete list 
of available material, classified by 
subject. 

(*) The world's largest grouping of industrialisedmaHcet 
economy countries ; Austria, Belgium, Canada, Den- 
mark, Finland, France, F,/t. Germany, Greece, Iceland, 
Ireland, Italy, Japan, Luxembourg, Netherlands, Nor¬ 
way. Portugal, Spain, Sweden, Switzerland, Turkey, 
United Kingdom and United States. 

Special Status : Australia, Yugoslavia. 
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Economic PMicy Committee 

A major tprum for reviewing current economic trends and prospects, 
exchanging ideas and, when necessary, advising on appropriate courses 
of action. Meetings of the Committee, which take place several times a 
year, bring together top-level officials directly concerned with economic 
and financial policy formulation. More continuous and detailed scru¬ 
tiny is ensured by the work of three specialised Working Parties, dealing 
respectively with problems of the balance of payments, economic growth, 
and cost and price stability. 


Among reports and studies published : 


# OECD Economic Outlook : a twice-yearfy 
detailed survey of economic trends and prospects 
over the coming year or so. for individual coun¬ 
tries and the industrialised world as a whole ; 
examines the situation regarding demand, out¬ 
put, cost and prices, and foreign trade. 


• Economic Growth, 1960-1970 ; a mid- 
decade review of the achievement so far and of 
the prospects for fulfilling the aim of raising 
the combined output of OECD countries by 
50 per cent during the decade. 


• Policies for Prices, Profits and other 

Non-Wage Incomes : a study of the problems 
involved when an incomes policy is applied not 
only to wages and salaries, but to other incomes 
as well. 


• The Balance of Payments Adjustment 

Process : discusses the means whereby dis- 
equilibria may be kept within limits and elimi¬ 
nated with reasonable speed. 


• OECD Economic Surveys reports 
drawn up following the annual examination of 
the economic trends of each Member country 


and Yugoslavia ; each study is accompanied by a 
commentary on the policy measures applied. 


• Techniques of Economic Forecasting : 

new methods utilised by the public administra¬ 
tions of certain Member countries to improve the 
precision of short-term economic forecasting. 

• Main Economic Indicators : bring toge¬ 
ther comparable data (gross figures and figures 
adjusted for seasonal variations) which provide 
a very precise basis for assessing economic 
trends in each of the OECD Member countries. 
Many charts illustrate the trends by sector or by 
subject and facilitate comparisons betwein 
countries. 


A Policies for Economic Growth and Poli¬ 
cies for Price Stability : analysis of the 
instruments available to public authorities in 
maintaining the general level of demand while 
avoiding risks of inflation; the mam emphasis 
is on incomes policies. 


• Statistics of National Accounts. 


• Foreign Trade Statistics Bulletin. 


Trade Committee»Committee ior 
liivisiUe TTansaetions 

OECD's Trade Committee, in pursuance of the objective of extending 
world trade on a multilateral non-discriminatory basis, considers pro¬ 
blems confronting Member countries in their trade relations with each 
other and with third countries. The Committee also keeps the Organi¬ 
sation in touch with the work of the United Nations Conference on Trade 
and Development (UNCTAD). 

The Committee for Invisible Transactions is concerned with liberalising 
international capital movements — direct investment, portfolio invest¬ 
ments, credits and loans, the purchase of property and personal trans¬ 
fers such as inheritance ; and current invisible operations —• transfers of 
interest and profits, royalties, tourist expenses, etc. 

Among other Committees in the field of intei national trade and payments 
are the Fiscal Committee, Insurance Committee, Comittee of Experts 
on Restrictive Business Practices, Tourism Committee, Maritime 
Transport Committee. 


Among reports and studies published : 
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• Capital markets study : General Report, 
formation of Savings. Functioning of Capital 
Markets, Utilisation of Savings. Structure of 
Interest rates in some OECD countries. 

• Guide to Legislation on Restrictive 
Business Practices in Europe. North Ame¬ 
rica and Japan ; contains all the legislation 
relating to restrictive business practices in 
OECD Member countries and EEC, authoiHa- 
tne commentaries by official specialists, a selec¬ 
tion of administrative and court decisions and 
bib.'iographical information. 

• Fiscal Incentives lot Private Investment 
in Developing Countries. 

• Supervision of Private Insurance in 
Europe. 


• Border Tax Adjustments and Tax 
Structures in OECD Member Countries. 

• Tourism in OECD Member Countries, 
Annual Report. 

• Maritime Transport Committee Annual 
Report. 

• Code of Liberalisation of Current Invi* 
sible Operations. 

• Code of Liberalisation of Capitai Move¬ 
ments. 

• Liberalisation of International Capital 
Movomente • Japan. 
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Development Assistance Committee 

# Tachnical AttUUne* and th* iiMds of 
Oovolopifia Countrios. 

e Aid to Aflriculturo In Dovoloplfis 
Countrios. 

# T*ro Food Problem of Dovolopino 
Counfritt. 

9 Population Control and leonomlc 
Dovolopmont. 

# Ooopraphical Distribution of Financial 
Flows to loss Dovolopod Countrlos. 

# A olobal Dlroctory of Dovolopmont 
Finance Institutes In Dsvoleptnfi Countrioa. 


• Dovolopmont Assistance Efforts and • Promotion of small and medium siiod 
Policies IMf Review. firms in Developing Countries through 

collective actions. 


of the aims of OECD in the field of development aid is the co¬ 
ordination of aid provided by its Member countries. Co-operation 
among these countries—whose contributions represent 90 per cent of 
the global aid supplied to developing countries—has become Increas¬ 
ingly necessary because of the volume of aid, the number of beneficiary 
coujitries, and in many cases the existence of several sources of aid to 
the same recipient country. 

Among OECD Member countries, the principal donors of aid co-operate 
in the Development Assistance Committee (DAC), which is concerned 
with promoting an increase in the volume of aid and an improvement 
of the terms on which it is provided. 


Among reports and studies published : 


Industry Cemmitfee, Energy Committee 


The Industry Committee and the Special Committees for Iron and Steel» 
Textiles, Chemical Products, Machinery, and Pulp and Paper are res¬ 
ponsible for studying and discussing industrial problems which require 
co-operation among Member governments. A similar role, in their 
specific fields, is played by the Energy Committee and the Special Com¬ 
mittee for Oil. 


Among reports and studies published : 


• Engrgy Policy, Problemt and Object- 

ivoa : the next fifteen to twenty years wilt be a 
period of great change for the energy industry. 
Governments have a responsibility to ensure 
that energy demands are met in the best possible 
way in the light of cost and convenience to 
customers. 

• Oil Today. 

• Provisional Oil Statistics by Quarters, 
e The Gas Industry. 

• The Electricity Supply Industry. 


Reports are regularly produced on all main 
industrial sectors covered by the Special Com- 
mittees noted above. Among them may be 
mentioned : 

e The Situation in the Shipbuilding 
Industry. 

e The Chemical Industry. 

e The Engineering Industries in North 
America, Europe and Japan. 

• The Iron and Steel Industry. 

• Timber Statistics. 


• The Textile Industry in OECD Coun¬ 
tries. 

• The Hides and Shins Industry. 

• Pulp and Papsr. 

• The Cement Industry. 

• The Non-Ferrous Metals Industry. 

Other publications dealing with aspects of 
industry include : 

• Modern Management : principles and 
practices. 

• Market Research by Trada Associa¬ 
tions ; a practical guide for trade associations 
on how to organise and undertake market 
research. 

• Guide to European Sources of Toehnlcal 
Information r a complete directory of present 
sources of technical information In Europe. 

• Setting up your Company's Technical 
Information Service. 

• Structure of Industrial Restarch Asso* 
ciations. 
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Comialttec for Sdteiicc Policy9 
Committee for Rosoartli 
Go-o|ienition« Committee for 
Scientific and Technical Personnel 

These three Committees share responsibility for the Organisation’s 
work on national science policies, the link between science and econo¬ 
mic growth, international co-operation in scientific and technological 
research, and educational planning for development. 

Among reports and studies pubNshed : 


O Tht Research and Development Effort 
In Weetern Europe, North America and the 
Soviet Union. 

a Review! of National Science Policy : 
A series of studies on Belgium, France, Ger< 
many, Greece. Japan, Sweden, United King¬ 
dom, United States. 

• Technical Gaps between Member Coun¬ 
tries: General Report. Electronic Components. 
Plastics, Pharmaceuticals. Scientific Instru¬ 
ments. 

• Tschnological Forecasting in Perspec¬ 
tive : A description of the new techniques 
being used by government and business to 
form an explicit idea of future technologies. 

S Perspective in Planning. 

• The Residual Factor and Economic 
Growth : Determines the requirements for 
education, research and development in order 
to achieve economic growth targets. 

A Msthods and Statistical Needs for 
Educational Planning ; A handbook of the 
various factors involved in educational plan¬ 


ning to serve as a model for compilation of 
statistics in OECD Member countries. 

• Fundamental Research and the Univer^ 
cities. 

• International Co-operation in Produc¬ 
tion Engineering Research : Aims and ad¬ 
vantages of co-operative research on produc¬ 
tion techniques. 

• Planning Education and Modernising 
our Schools : Financing of education for 
economic growth. Organisational problems 
in planning educational development. Social 
objectives in educational planning. Methods 
and statistical needs for educational planning. 
Curriculum improvement and educational 
development. School building resources and 
their effective use. 

• Improving School Science and Ehgi- 
neoring Education : Series of guides for 
teachers of mathematics, physics, chemistry, 
biology and a special series on Mathematics 
for Engineers. 


OECD 

publishes about 100 books and 10 periodicals per year. 

STANDING ORDERS 

are available at a special discount, with prepaid shipment, quaterly invoicing, and other advantages. 
A free catalogue containing further particulars will be sent on request. 



OECD publications appear in both English and French editions, 
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FftOM THE PRESS GALLERY 


New Delhi, Saturday: 

Although, reelyino to the Lok Sabha 
debate on the 1970-71 union budget, 
the Prime Minister and Minister for 
Finance, Mrs Indira Gandhi, made a 
valiant effort to defend her taxation 
proposals, her defence apparently did 
not make much impact on the critics. 
This was due to the fact that a major 
portion of her reply was confined to 
ideological sallies at some of the oppo¬ 
sition groups. She did not even touch 
upon the criticism of her direct taxation 
proposals. In regard to the inflationary 
impact of her budget, she just remained 
content with stressing that even if the 
entire incidence of the excise duties pro¬ 
posed by her was passed on to the con¬ 
sumer, the wholesale prices index would 
not go up by more than 0.5 per cent. 
She avoided taking into consideration 
the overall effect of the various imposts 
proposed. 

Poor Man's Budget 

True, the Prime Minister had been 
selective in proposing additional excise 
duties and had attempted to discrimi¬ 
nate in favour of the poorer sections of 
society but she completely sidetracked 
the adverse effect which the increase in 
income-tax and wealth-tax on the. more 
affluent sections of society will have on 
capital formation. The increase in the 
public sector outlay of the Plan pro¬ 
grammes for die next year, as Mrs 
Gandhi observed, shoidd lead to some 
expansion in economic activity. But 
if as a result of slowing down of capital 
formation, the investment in the private 
sector does not go up as envisaged in 
the Plan draft, the overall increa.se in 
investment in the economy may only be 
marginal. 

The scant respect which the Prime 
Minister showed for the opposition’s 
criticism of her proposal is cvic^t from 
this observation of hers. Referring tothe 
plea of Mr M. R. Mas^i (Swt) for 
reducing the tax burden in the interest 
of curtailing tax evasion and giving a 
fflip to the economy, she ironically 
obMirved that extending this argument 
logicRlly. if “income-tax, wtcisc and cus¬ 
toms are all zero, income would be 
infinity-” The Prime Minister, obvious- 
iy, di« not aoprociate that.Mr Masaro s 
argument was based on the operation 
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of the law of increasing returns in 
taxation, it was no arithmetical calcu¬ 
lation. 

Mrs Gandhi conceded that hcr's was 
a political budget. She took pride in 
this and stressed that budgets should 
not degenerate into mere statements on 
receipts and expenditure; they were 
expected to set out tlie directions in 
which the government wanted to lead 
the country. Her budget, the Prime 
Minister said, reflected the political 
philosophy of the present government. 

Social justice, Mrs Gandhi observed, 
was not only compatible with economic 
growth but was also an essential condi¬ 
tion for sustained and orderly growth. 
If the budget put emphasis on social 
justice, it, therefore, did not mean that 
it ran contrary to the interests of econo¬ 
mic growth. The Prime Minister remind¬ 
ed the critics that the experience of the 
mid-1960’s had thrown up in bold relief 
the fact that the investment in the pub¬ 
lic sector was the pace-setter in the 
economy. “A significant reduction in the 
public sector investment” she said, 
“results also in recession in tlie private 
sector. This, in turn, leads to sluggish¬ 
ness in the growth of revenues of the 
central and state governments necessi¬ 
tating further caution in regard to invest¬ 
ment programmes in the public sector. 
This is a vicious circle of slow growth 
in revenue resources and decline in the 
rate of investment and it has to be 
broken at some point”. The present 
bud^t, she emphasised, sought exactly 
to do this. 

Defence «f Public Sector 

But the Prime Minister’s defence of 
the performance of the public sector 
left much to be desired. Although she 
envisaged an expanding role for i he pub¬ 
lic sector and said that the government 
wanted this sector to ocicuR/ the key posi¬ 
tion in the economy, she brushed aside 
the heavy losses incurred by several 
public sector undertakings by just point¬ 
ing out that they were capital-intensive 
ventures belonging to the infrastructure 
of the economy and that the recent 
recession was jwimarily reapbnstble for 
the underutilisation of their capacity, 
as had been the case with many a pri¬ 
vate sector engineering upit. In an 
attempt toapimrentty JusfiQr the losses 


«S 

incurred by Hindustan Steel, shd allude 
ed to the working of the Tata Iron and 
Steel Company (TISCO) in its .'initial 
stages mid Said that after a. maiden 
dividend in 1915-16—seven or eight 
years after the iiusorporalion of thie 
coropany-^the ordinary dividend was 
paid by it on a regular, basis only from 
194041 onwards. Presumably, fhe Prime 
Minister did not appreciate the condi¬ 
tions in which TISCO had been set up 
under an alien rule which, as historians 
tell Us, did not favour industrialisation 
of this country. 

Mrs Gandhi stoutly denied that the 
revenue for the next year had been over- 
e.stimatcd by Rs 100 to 150 crorcs, as 
alleged by Mr Asoka Mehta (Cong-O). 
The revenue estimates, she said, had 
been worked out most carefully with¬ 
out any under-estimation or over-esti¬ 
mation and they reflected the best judg¬ 
ment as of today. She, however, admit¬ 
ted that the revenue from direct taxes 
could vary from I he estimates presented 
in the budget. 

Asslatanee to States 

The Prime Minister’s defence for the 
provision of Rs 175 crores in the budget 
for special assistance to stales appa¬ 
rently did not carry much conviction 
with the opposition members. She ex¬ 
plained that this was an anticipatory 
provision which would be disbursed 
according to the criteria to be worked 
out by the Planning Commission. The 
allegation of the opposition members 
that this huge amount would be used for 
political purposes, she declared, was not 
warranted. 

Not satisfied with this explanation, 
several members, including Mr D. K. 
Kuntc (Ind.), Mr Madhu Limaye (SSp) 
and Mr Nath Pai (PSP) emphasised that 
in the absence of detailed explanation 
regarding this provision, the House 
could not be asked to vote on it. The 
objection, however, was overruled by 
the Speaker the next day after detailed 
consideration. 


With the mobilisation of as much as 
Rs 45 crores additional revenue for the 
states through the central budget and 
the tax effort of the state governments 
themselves, the Prime Minister hoped 
that the slates would not run into un¬ 
authorised overdrafts on the Reserve 
Bank. 

Mrs Gandhi urged the House not to 
judge the budget on the basis of tlm 
incictence of her taxation proposals 
alone. She pleaded that due considera¬ 
tion should also be givm to the welfare 
schemes proposed 1^ her. 


Ah Unconvincing Reply 

OUR PARLIAMENTARY CORRESPONDENT 
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WINDOW ON THE WORLD 

t:, 

Wage, In&rest, and Grovfth Rates 

JOSSLeYt4 HENNESSY 


LONDON : 

1 

THE T.U.C. AND THE UK 

‘iT IS now being said lhat there is going 
10 be a wages explosion, an avalanche, 
a flood, even a tidal wave. But I do 
not see it that way... .there is nothing 
remarkably new in people wanting 
more pay,” Mr Victor Feather, general 
secretary of the British Trade Union 
Congress, said recently. There is in- 
deea nothing new in people wanting 
more money, but Mr Feather added 
that if the Chancellor of the Exchequer 
did not gel the. economy expanding 
more rapidly and reduce unemploy¬ 
ment, then workers — presumably 
with the encouragemcnl of the TUC — 
“will start to stimulate demand through 
wage increases.” 

Now that is something new. The 
unions would then no longer be attemp- 
ting to push wages to the level that the 
market will bear but to frame their de¬ 
mands in the light of what they consir 
dered to be the desirable national grow¬ 
th target. Though there has been an 
iinceasing argument for many years, 
as to, what that target should be, no¬ 
body has so far disputed that it is the 
government's job to fix it through its 
management of the economy. The 
government's view at any given stage 
may well be criticised; there will always 
be some who want the economy to 
expand faster or slower. What no one 
before Mr Feather has suggested is 
that an outside agency, responsible 
neither to Parliament nor to the elec¬ 
torate. should take on the job of ru¬ 
nning the country. 

Mr Feather is widely regarded as a 
reasonable man and his statement pre¬ 
sumably rcpresenls nothing more than 
an attempt u> hold a balance between 
what the wild men in hi.s movement want 
and what he considers practicable. The 
latest Bulletin of the Ionian Bank (64 
Coleman St., London E.C. 2.) says 
that what is remarkable — is not lhat 
he should have said what he did say 
but that neither the Prim.* Minister nor 
Mr Jenkins apparently think it necessary 
to point out that no government could 
simply abdicate its pt^wers in this way. 
in this view the bank is, \ suggest, being 
somewhat naive, siccing how the go¬ 
vernment in fact has abdicated already 
its rcponsibilitics. As I reported 


hereon August22,1969, and February, 
13 ,1970, throughout the whole of 1969 
the government retreated before the 
TUC assault from one position after 
another. 

II 

CHEQUERS 1970? 

In contemporary economies the 
effects that wage demands have on 
costs, profits, and prices have close 
links with interest rates. This week’s 
Fortnightly Letter of the Berliner Han- 
dels-Gesellschaft Bank of West Ger¬ 
many topically recalls that almost 
exactly three years ago, the Ministers 
of Finance of the four major European 
countries and the USA met at Che¬ 
quers, the British Prime Minister’s 
country house, to discuss the possibility 
of lowering interest rates internationa¬ 
lly. The main result of this conference, 
convened largely on British initiative, 
was lhat the participants agreed to 
ensure that, within their respective 
spheres of influence, the interest rates 
of the five countries should be reduced 
more than it would have been possible 
without such co-operation. The Mi¬ 
nisters welcomed the credit relaxations 
that had recently been effected by some 
of the countries concerned, while ac- 
knowledgeing that the restrictive policy 
pursued to check inflationary pressure 
had proved useful. Today, however, a 
few more relief measures would aid the 
growth of the economy of those coun¬ 
tries and of the world. 

International Interest Disarmament 

Today, as three years ago, there arc 
people pressing for international 
interest disarmament.” Let us there¬ 
fore recall the situation early in 1967 
and see what results the Chequers 
conference actually had and what pros¬ 
pects there are now for concerted action 
to lower interest rates. 

To begin with West Germany: Du¬ 
ring those weeks the West German 
economy happened to be in the trough 
of an cconnmic wave. The Bundes¬ 
bank had reduced the discount rate 
from its 1966 peak of 5 per cent by 0.5 
per cent, and released minimum re¬ 
serves reluctantly ^ Although it was 
blamed for stepping too gingerly, its 
restraint was sensible, b^usc at the 
then interest rate differentials, newly 
created liquidity was immediately cha- 
nelledabroad, mostly to London where 


desperate ;^tempts wece MSog made 
tosujqport 

drawing; money into the UlfL by re¬ 
cord interest rates,^ 'VidiereaS for the 
UK domestic cMnolniie situation an 
easy nsotiey pdticy have been 

preferable. That was why the • Sri- 
tish government took the initiative of 
convening the Chequers ccmrertiioe. 
Press reports at that time suggesiml 
that London thought that it was largely 
up to West permahy to take steps to 
lower the international interest j;ate 
level. 

Amertean Effort 

The situation in the USA was ex¬ 
plained in President Johnson’s State of 
the Union message, which had just 
come out, in which he had promised to 
do all possible to lower interest rates. 
The official discount rate in New 
York at that date was 4; 5 per cent, 
the prime rate 6 per cent. Judged by 
the effort expended, the tangible result 
of the Chequers conference was modest 
and of limited duration although nei¬ 
ther in West Germany nor in other 
major industri«al countries — except 
in the USA— did boom conditions 
prevail that would have called for high 
interest rates. Despite the US Pre¬ 
sident’s declaration, the discount rate 
was lowered by no more than 0.5 per 
cent. Already in the autumn of 1967 
rates rose again to the level of the year’s 
beginning and in the following years 
they went up to the present record 
figures (discount 6 per cent, prime 
rate 8.5 per cent). 

An almost parallel development • took 
place in the other Chequers conference 
countries. In West Germany, in 
France, and in the United Kingdom, 
but also in the Netherlands and Canada, 
the enjoyment of declining interest 
rates was fairly short-lived. The rea¬ 
sons why the ministers, according to 
their own admissions, lost Ithcir grip 
on interest rates can be gathered from 
the official economic indicators, es¬ 
pecially — the trend of prices. In 
West Germany, the recession was, from 
the autumn of 1967 onwards, considered 
to have been overcome and the danger 
of another relapse to have been ward^ 
off. In most other countries economic 
strains increased rapidly, prices soared 
ever faster and forced the authority 
to restrict. As a result of the measure 
taken to protect the US balance bf 
payments, the American money arid 
capital markets have become price 
leaders, palling the West German mar¬ 
kets along strongly once DM revaluallon 
had drained off the artificially stycAten 
influx of money. 

gainst the background of the . 
bering figures of 1967, the proapecta 
for the spcceSis of an hiteriuitiQnalagzlee^ 
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iHait t6 ifitet«st rates today do 
tfot look propising. Notwithstanding 
^ reoNit pronouncement of the US 
secretary cf the Treesury that we were 
^osaUy closer to a decline of interest 
than most people believed, nothing 
enggests an early and drastic reversal of 
US.interest rate policy. Significantly, 
l^esident Nixon in his message to 
Congress was—more cautious than his 

g sor and emphasised the in> 
Dceof the monetary authorities, 
h it may be conceded that a 
i trend began in the last quarter 
i^ere are two weighty factors that make 
it easier, or even necessary, for the 
American authorities to keep to the 
present restrictive line: despite easing 
overall demand, unemployment in the 
USA remains almost at the low point 
recorded immediately after the Ktnean 
War; the inflationary price boom, on 
the other hand, has clearly accelerated 
during the past few months: in January, 
preliminary reports showed the index of 
Wholesale prices making the greatest 
leap of the postwar period. Going 
easier on the brakes, which is what 
some observers expect for the next few 
weeks, would therefore be merely 
symtolic. 


The present ^tremely high interest 
level is not without its dangers but there 
is only one (safe) way to get interest 
rates down; the excess steam in the 
economy must be left oiF to create a 
normal temperature. But here opi¬ 
nions obviously differ. There are, 
after all, some factors in economics os 
incompatible as fire and water, in 
the long run low interest rates are in¬ 
compatible with artificially pushed 
growth, and wage increases that do not 
effect prices are^ incompatible with 
consistently excessive demand on the 
labour market. In other word; higher 
rates of price rise entail higher interest 
rates. He v^o insists upon lower in¬ 
terest rates must logically let the pi^ 
sent wave of high economic activity 
and high prices run its course. 


Ill 

WEST GERMANY IN 1970 

The West German economy after 
an upsuige of two and a half years is 
now apparently slowing down, cvct if 
Woduction and performance indices 
available at present still point upward; 
in November, many branches of mdus- 
ity even achieved new production re- 
ebrds. At the same time, however, 
r ttowth of order books has weakwed, 
f m. d^opment predicted by the west 
, Oofi^ economic >*“^>*“***’*1 
1969 for ttesectmd half-year but wtach 
generaUy gone ignoM 
td the lelesl forecast of the authorita¬ 


tive JJemsdmlnstitntefbrWirtschafts- 
forschung (See this page last week). 

There is more at stake than a weeken- 
ing growth : in ttecldsihg tdOnths 
of 1969 total ordering in manufacturing 
ceased to expand. Orders fromf do* 
mestk buyers in capital goods recently 
show even more iff a declining tenden¬ 
cy; this is true of fmvign orwrs in all 
manufacturing sectors. Only domestic 
orders in consumer goods manufac¬ 
turing has recently shown any signi¬ 
ficant increase. This corre^nib to 
the pattern of a surge in disposable 
income in tlic late stages of an econo¬ 
mic upswing. The lessening in intensity 
of the upswing is shown in the results 
of the IFO business cycle lest. In 
recent montbs, manufacturers have 
begun to show reserve concerning future 
business development a parallel to 
1965. 

Two things characterise these phases 
of the business cycle: increasing em¬ 
phasis on prices in wage bargaining 
and the demand for anti-inflationary 
measures. Since autumn 1969, there 
have been increased rises especially in 
industrial producer’s prices, particularly 
for capital goods. Since September, 
specific wage costs, sparked by strikes 
and the subsequent wage increases, 
have steepened. Septemwr also saw 
the Bundestag elections; it had been 
widely suspected that the relative mo¬ 
deration exerci.sed by businc.ss before 
the elections would thereafter be dis¬ 
carded and the good price raising pos¬ 
sibilities offered by the market situation 
be exploited to regain lost ground. The 
sudden price rises in October — the 
price index on domestic sales of manu¬ 
factured goods increased by 1.2 per 
cent over September, on capital goods 
even by 2.3 per cent — bore out this 
suspicion. 

It is of course,true that price increase 
on this scale were possibleonly because 
of the extraordinary good business si¬ 
tuation. Whether one assigas greater 
importance to the wage cost increases, 
or to the politically motivated postpone¬ 
ment of price increases until after the 
election, determines how one views 
prospects for future price development. 

Effects of DM Revaluation 

In private consumption, there was 
also a notable accelwation ot price 
rises in the late months of 1969. Sta¬ 
bility of food and beverage prices to 
some extent balanced the price increjoscs 
in other goods and most services. 
Thus the 0O8^4itn^ .2^ 

vate households had by toe end 19w 
only gone up by a little more than 3 
per cent on the year, the price fore¬ 


cast for this sector depends on the de- 
velr^Hnent of foodstuff prices, as.pricea 
for other goods and services will pro¬ 
bably continue to climb. Only since 
ttw K^Dtilrtg of J97Q have foodstuffii 
been exposed fhlly to the price-reducing 
effects m the DM revaluation ; down¬ 
ward price revisiems became effbetive 
for several goods simultaneously. The 
heavy competition at the marketing 
stage presumably will ensure compen¬ 
sating effects from this sector in the 
coming months. It is also to be ex¬ 
pected that price dampening effects 
from the revaluation in goods other 
than foodstuffs will become ever more 
noticeable. The yearly rate of price 
increases in private consumption mil 
therefore hardly exceed the “crilicai” 
3 per cent level. 

Concerted Action 

The DlWs price diagnosis might 
be challenged at present as too opti¬ 
mistic in the li^t of the unusually 
heated wage bargaining now going on. 
The sceptic can further point to the 
outcome of the “concerted action” of 
January 12, 1970, whereby in emtrast 
tc 1968 and 1969 (years of economic 
expansion) no agreement could be rea¬ 
ched between government, workers, 
and employers on what was possible 
in wage rises. The increases of 10 to 
12 per cent that have conceded since 
Septeirber 1969 arc likely stronglv to 
influence current negotiations, but 
the D(W believes tliat wage bargaitiing 
sessions with similar outcome in the 
months ahead should be regarded more 
as intersectoral income adjustment than 
as a continuation of an already moving 
price-wage spiral. 

Notwithstanding inemne-distribution 
arguments concerning the justice of 
such wage increases, there can be no 
spiralling process unless union wage 
settlements exceed this margin, and 
the DIW thinks that this is unlikely. 
The moderate wage salary increase! 
of the public service settlements 
calm any fears of escalation ini¬ 
tiated from the public sector. The 
previously mentions economic indica¬ 
tors, which now hint at a definite chan- 

S in the business dimate, are mewe 
Lely to have a decisive influence <m 
wage talks. Firm restrictive measures 
(cspedally monetary policy) will in¬ 
creasingly show tlwr effect. 

In the overall view, the DDV reitera¬ 
tes its forecast for 1970 published last 
autumn: continued production increa¬ 
ses with capacities ffilly tvtilised and for 
a time growing backlt^ of orders in 
the first half of 1970; flattening of pro¬ 
duction increases with decreasing uti¬ 
lisation of capacities and reduction of 
the large backlogs in the second half 
of 1970. 
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Is Himachal Over-dependent on Central Aid ? 

An i mpression has been created that Himachal Pradesh is over-dependent on Central grants-in-aid 
and loans and that States of the Indian Union do not get these and depend on their own resources. 

This is contrary to facts as the following figures prove: 

1969-70 BUDGET ESTIMATES (Rs. in crorcs) 


Name of State 

Total deficit 

Shares of 
taxes 

Grant-in-aid from 
the Central Govt 

Loans from the 
Central Govt. 

Himachal Pradesh 

35.41 

NIL 

24.11 

11.30 

Jammu & Kashmir 

61.68 

7.49 

24.98 

20.00 

Haryana 

47.70 

18.40 

7.30 

20.72 

Punjab 

56.83 

12.74 

11.13 

23.51 

Assam 

114.42 

17.69 

45.85 

44.27 

Tamil Nadu 

158.52 

40.68 

31.12 

57.21 

Andhra Pradesh 

221.50 

36.48 

95.08 

89.95 

Mysore 

153.03 

27.21 

39.97 

51.25 

Gujarat 

110.65 

26.19 

22.03 

32.17 

Orissa 

112.72 

20.04 

43.06 

26.43 

West Bengal 

138.01 

45.57 

28.25 

51.47 

Madhya Pradesh 

147.52 

33.27 

32.63 

58.57 

Kerala 

89.61 

22.26 

31.99 

27.07 

Maharashtra 

129.98 

58.26 

21.16 

54.64 

Rajasthan 

130.22 

21.92 

40.06 

46.52 

Nagaland 

29.40 

5.64 

17.72 

5.41 

Bihar 

176.08 

45.00 

26.81 

73.58 


It is obvious that out of 16 full-fledged States of the Union of India, eleven get larger grants-in-aid from 
the Central Govt, than Himachal Pradesh, 15 get bigger central loans than Himachal. Besides, the above 16 
States receive share in Taxes which is denied to Himachal, being a Union Territory. 

Issued by : 

Public Rdations D^Mirtmoit 
HIMACHAL* PRADESH 
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Trade 


ALUMINIUM PRICES 

UNDER Section 3 of the Essential Commodi< 
ties Act 1^55, the central government has 
regulated with effect from March 20. the pric? 
of aluminium and its manufactures inriuding 
semis produced by the units registered or licens¬ 
ed under the Industries (Development & 
Regulation) Act, 1951. For the present, the 
government has fixed the sale prices of the 
Items at the ex-factory price level prevailing on 
February 28, 1970, pending examination of the 
price structure of the industry by a suitable 
agency at a very early date. The ex-factory 
prices will be mclusive of dealers commission, 
if any, but exclusive of excise duties central 
sales tax and also exclusive of local taxes, 
transportation and insurance charges, if any. 

Prior to the issue of this order, there had been 
an informal price agreement with the primary 
producers of aluminium. According to this 
agreement, subsisting since August 1967, part 
of the then prevailing excise duty was being ab¬ 
sorbed by the producers. Following the 1970-71 
budget proposals, in which the excise duty on 
aluminium has b^n rationalised, some produc¬ 
ers demanded an increase in their ex-factory 
prices. This order seeks to continue currently 
the prices at the pre 1970-71 budget level, 
while an examination of the price will be taken 
up separately for an early decision. 

VANASPAn PRICES 

Prices of vanaspati were increased by 30 
paise per kg in all zones. The increase is due 
partly to the further rise in indigenous oil 
prices during the past few weeks, and partly to 
the new levy of excise duty on tin containers 
used for packing vanaspati, imposed recently. 
The extent of increase is slightly higher in the 
case of small packs due to the higher incidence 
of excise duty on these sizes. The revised pric¬ 
es, which take effect from March 18. 1970, 
have been notified by the government under the 
Vegetable Oil Products Control Order, 1947. 
Separate prices a»'e being fixed for sale by 
pr^ucers, wholesalers and retailers. The 
maximum retail price.s (in rupees) of vanaspati 
in the different pack sizes, and when sold 
loose, exclusive of sales tax and other local 
taxes (in the order of packs of 16 -5 kg, 4 kg, 
2 kg and loose per kg respectively) in each zone 
will be 



16 5 
kg 

4 

kg 

2 

kg 

loose 
per kg 

North 

88-40 

23-27 

12-14 

5 36 

South 

88-15 

23-21 

12-11 

5-34 

East 

88 79 

23 -37 

12-18 

5-38 

West 

88-86 

23-38 

12-19 

5 39 


AMMONIUM SULPHATE PRICES 


Winds 


to help meet tfic current high demand tor the 
fibre and arrest the recent rise in prices. To 
provide for this additional cotton, Mr A. T. 
Bambawalc, Joint Secretary, Ministry of Fi¬ 
nance, and US Ambassador Kenneth B. Keat¬ 
ing exchanged notes today to amend the Public 
Law-480 agreement which was concluded on 
October 13, 1969. The agreement of October 
1969 provided for the supply of three million 
tonnes of wheat and 125,000 Indian bales of 
cotton. Since that agree nent was concluded, 
adverse weather conditions affecting cotton 
production have brought about a reduction in 
that crop. This exchange of notes provides for 
the quantity of cotton covered by that agree¬ 
ment to be increased from 125,000 to 25,0000 
Indian bales. At the same time the quantity 
of wheat to be supplied by the United States 
will be reduced by 250,0(>0 tonnes, which is 
equivalent in value to the 125,000 additional 
Indian bales of cotton. There is, thus, no 
cliangc in the total value of commodities to be 
supplied under the PL-480 agreement of Octo¬ 
ber 13, 1969. 

COTTON DISTRIBUTION 

The Indian Cotton Mill's Federation has 
pointed out tliat the 50,000 bales of global cot¬ 
ton which the union government has allowed for 
import are being offered to all mills on spindle 
basis for spindle shifts worked in any one of the 
three calendar years. 1967, 1968 and 1969. 
This cotton consists of 17,650 bales of cotton 
from the UAR and the balance from all other 
global sources excluding UAR and Sudan. 
The basic quotas work out at one bale of 
Egyptian cotton per 6 8 lakh spindle shifts and 
bale of other global cotton per 3 7 lakh spindle 
shifts. The shipment period is September .30, 
1970. No PL-480 cotton is linked to this 
distribution of global cotton. Mills desirous 
of participating in this distribution have been 
requested to send returns in the prescribed form 
so as to reach the Indian Cotton Mills’ Federa¬ 
tion by March 28, 

INDO-AFGHAN TRADE PACT 

India and Afghanistan have signed an agree¬ 
ment to extend the existing trade arrangements 
to cover wider economic co-operation between 
the two countries. India will extend financial 
assistance to Afglianisian in a series of projects 
including the construction of 360 kilometre 
road which will o|>cn up a iraile route for this 
land-locked country into the Persian Gulf. 
This project is extH?cted to boost not only trade 
but economic co-operation between the two 
countries. 

EXPORTS IN JANUARY 

An all-time high in our exports was achieved 
in January 1970- the first month of tlic Crash 
Export Drive. Exports in January 1970 totall¬ 
ed Rs 145 04 crorcs as against Rs 118 - 3 crores 


in the preceding month and Rs 115 7 trores in 
the corresponding month last ^eai'. As a 
suit, the export growth rate, which had declin¬ 
ed to less than one percent during Aprils 
November 1969, has now gone up to almost 
four percent for the tcn-monih period. April 
1969—'January l97t). Another notable feature 
is that, in January, exports exceeded imports 
by as much as over Rs 16 croius.. This is the 
fourth lime in tl>e current financial year the 
country has had a favourable trade balance. 
On the other hand, imports during the ton- 
month period ending January 1970 were less 
by over 18 per cent, as compared with the same 
t:^rjod in the previous year. As a result of the 
rise in exports and fall in imports, the trade gap 

lias nairowed considerably.almost to one- 

sixth of last year (from Rs 394 85 crones in 
April-January, 1968-69, to Rs 66.98 crores in the 
.same period in 1969-70). The figures for Jan¬ 
uary 1970 and the cumulative total for the ten 
months April 1969- -January 1970, as compared 
with the corresponding period in the previous 
year are given in table befow. 

INTERNATIONAL FAIR IN DELHI 

The Third Asian International Trade Fair will 
be held at New Delhi in early 1972. An offer 
made by the union government in this regard 
has been accepted by the United Nations Eco¬ 
nomic Commission for Asia and far East. 
Organised with the support of the ECAFE, the 
Fair was first held at Bangkok in 1966 and 35 
countries participated in it. The second Fair 
was held at Tehran in 1969 and 40 countries 
participated. It is expected that over 50 
ECAFE and non-ECAFE countries, besides 
leading business houses of this country, public 
sector undertakings and central and state 
governments, will take part in the ensuring 
third Fair. The purpose of the Asian Fair is 
to promote tnide among the Asian countries, 
and alsfj between these countries and the rest of 
the world. For this purpose, the non-ECAFE 
countries are also invited to participate. In 
Bangkok, as many as 19 countries and in Teh¬ 
ran 26 countries from non-ECAFE region parti¬ 
cipated. It IS expected that this country with 
her industrial progress and technological 
advancement can derive great benefit from host¬ 
ing the third Asian Fair. Our achievements 
in various fields like light and heavy engi¬ 
neering, chemicals and fertilisers, iron and 
steel, aeronautics, ship butlding, power and 
atomic energy can be usefully displayed. On 
the other hapd, the pavilions of other countries 
will enable India to take a comparative view of 
her performance and achievements. 

RAILWAY EXPERTS FOR IRAQ 

Two teams of Indian Railway experts—a 
Supervisory Team and a Field Team—left for 
Iraq recently to undertake a fcasibility-cum- 
cost study for a new railway line. The Super¬ 
visory Tettm consisting of Mr M. Monezes, 
Director, Research, Designs and Standards 
Organization (Ixadcr) and Mr M, G. Nair, 
Jl. Director (Works), Railway Board, will 
hold di.scusshm$ with Iraqi officials and help 
organise the survey. The Supt^rvisory Team 
will return to this country after a fortnight’s 
stay. The 6-member Field Team headed by 
Mr V. K. J. Rano, IJeputy Chief Engineer. 
Westem Railway, will remain in Iraq for 4 
months to conduct filed surveys, Tlie Super- 


Thc union government has decided to re¬ 
duce the price of imported ammonium sulphate 
(colour^ or powdery variety) hy Rs .50 per 
metric ton with effect from March 16, 1970. 
As a result of this reduction, the retail price of 
this fertiliser for cullivators will hp Rs 429 per 
metric ton (100 kg packing) and Rs 440 i?cr 
metric ton (50 kg packing). 


VS. COTTON 

At the request of the union government, 
the United States will supply 125,COO 
Indian bales of cotton this year under the Public 
l^w-^0 programme. The supply is expected 


(Rupees in croees) 

January Cumulative total for April 

to January 



1970 

1969 

1970 

1969 

Exports (including re-exports) 

145-04 

115-71 

1185-12 

1140-24 

Imports 

128 62 

147 02 

1252 10 

1535 09 

Balance of trade 

(+) 16-42 

(-) 31 31 

(-) 66 98 

(—)394 85 



620 


EASTERN ECONOMIST 


March 27.1970 


visory Team is likely to visit Iraq again to 
finalise the project report. The question of 
Indian experts visiting Iraq was cUscussed in 
New Delhi during the visi;^ His Excellency 
Mr Adnan Ayoub Sabri AMe/i. Minister of 
Communications, Iraq, in January this year. 

GDR FORWARD CONTRACTS ACT 

In view of a bumper sugarcane crop and 
consequential slump in gur prices, notifications 
were issued by the union government lifting 
the ban on futures trading in gur. The govern¬ 
ment has now considered it essential to ensure 
that such futures trading is conducted in an 
ordcriv manner and all the undesirable eflfccts 
and improprincs, which could arise from un¬ 
regulated futures trading, are eliminated. Con¬ 
sequently steps arc being taken to apply section 
15 of the Forward Contracts (Regulation) Act, 
1952 ,10 gur. After the application of section 15, 
futures contracts in gur will be permitted only 
between with or through members of an asso¬ 
ciation recognised in this behalf under section 6 
of the Act. In view of the urgency for regulat¬ 
ing futur<*s trading in gur. associations dc.sir- 
ous of being recognised in this behalf liavc 
been asked to submit their applications for such 
recognition in ilie manner prescribed under the 
Forward Contracts (Regulation) Rules 1954, 
to the Forward Markets Commission, by March 
30. 1970. 

LEVY AND FREE^ALE SUGAR 

The union government lias issued orders for 
release from sugar factories of 233,0(K) tonnes of 
levy sugar to the state governments and 
!(X),000 tonnes of sugar for free sale. Free 
sale quotas will be valid for despatch by the 
factories for thirty davs from March 24, 1970. 

NATIONAL SAVINGS CERTIFICATES 

The three new series of 7-ycar National 
Savings Certificates, announced by the union 
government on February 28, 1970 which arc 
available atjpost ofiices doings savings work, arc 
also on sale from March 16, 1970 at the offices 
of the State Bank of India and its subsidiary 
banks. The certificates arc being printed and 
investors w ill be issued with temporary receipts, 
which may be exchanged later for the certifi¬ 
cates, 

PRESIDEN r S RULE IN WEST BENGAL.. 

The President rule was imposed in West 
Bengal on March 19, 1970 following a recom¬ 
mendation of the slate Governor. Mr S. S. 
Dhavan. The state assemblv, liowevcr, re¬ 
mained suspended and not dissolved. 

INTER-COMPANY LENDING CURBS 

The Minister of Stale for Finance, Mr P. C. 
Sethi, stated recently that the government in¬ 
tended to devise rurlher suitable measures, 
in consultation with the Reserve Bank, for en¬ 
suring that inici-corporate lending and invest¬ 
ment of funds drawn from the nationalised 
hanks were checked even more elTeciivcIy than 
at present. 

DRILLING IN DIGBOI 

After a Jap.se of ten years, Assam Oil Com- 
jxiny resumed drilling recently in the 80 year 
old Digboi oilfield - one of the oldest producing 
oilfields in the world. Work on the drilling of 
the first well in Digboi .started in 1889 and the 
well was completed to a depth of 662 feel by 
November 1890. At tlic time of suspending 
drilling operations in 1959 some 989 wells had 
been drilled. It has now been planned to 
drill a few shallow in-filler wells in the only 
remaining area of the oilfield hitherto not Ailly 
developed. These wells will be drilled into 
throe shallow oil reservoirs in the east Khatjan 
area of the Digboi field, where about 25 wells 
have been producing crude oil for the last 17 
years. The total production from the existing 
welts is declining and is currently about 100 


tonne per day. The object of dirtlling the new 
wells is to make good some of the decline 
by building up an initial crude oil production 
of additional 100 tonnes per day. 

SMALl^SCALE RADIO MANUFACTURERS 

Tltc All-India Association of Small-Scale 
Radio Industry and Trade has urged the govern¬ 
ment to rc.scrvc the radio industry for the srnall 
sector. In a memorandum to the Prime 
Minister, the association stated that its demand 
was in consonance with your avowed policy of 
the government. The memorandum points 
out that the industry offers a vast scope for srlf- 
cmployilncni to technicians and engineers. But 
its very nature, it is ideally suited for the 
small and cottage sectors as it does not require 
much space. Besides, it does not involve 
any foreign exchange and provides employ¬ 
ment to girls from the lower income groups. 

AGRICULTURAL WEALTH TAX 

Wealth-tax would be chargeable on agricul- 
Uirrl land from April 1, 1970. To tackle the 
extra work-load, the Income-tax Department 
is being strengthened at various levels. Four 
new Commissioners of Income-Tax. one each 
in Delhi. Bhopal, Hyderabad and Ahmedabad 
are being appointed for the purpose. Conse¬ 
quent upon these appointments, there wil be 
changes in the jursidiction and work of some of 
the existing Income-Tax Commissioners. 

PAINT RESEARCH ASSOCIATION 

Till recently, there were 50 units in the orga¬ 
nised sector of the paint indiislrv with an ins¬ 
talled capacity of 105,960 tonnes and a produc¬ 
tion of 79,500 tonnes. In April last year a 
new definition of “Small Scale Industry’* was 
adopted (as having 7 5 lakhs of rupees in plant 
and machinery only) and as a result, 33 units 
were transferred to the states. I'hcre are about 
300 small units in the diflerent parts of the 
country. The paint industry in the country is 
able to meet very nearlv the entire demand for 
paints in the country. The vast range of items 
produced in India include automotive finishes, 
industrial, decorative and marine paints. 
A measure of the quality of Indian paints is 
the decision of the Export Inspection Council 
not to have separate quality control inspection 
for paints in view of the built-in quality control 
system prevailing in the units in the industry. 
The following figures illustrate the progress 
made in this field in the last 5 years :— 


Year 


Value in lakhs of Rs 


1965- 66 Rs 66 62 

1966- 67 Rs 75-61 

1967- 68 Rs 291 90 

J968-69 Rs 274 60 

1969-70 (April-Dsc.) Rs 239 50 


The one major difficulty confronting the 
industry in its export efforts in the high cost of 
raw materials. For this purpose producton 
has to be planned both of agricultural products 
like linseeil and industrial products like tita¬ 
nium dioxide, synthetic resins, zinc oxide, etc. 
The industry is itself keen on import substitu¬ 
tion, towards which constant efforts are also 
being made. Towards this end, the paint in¬ 
dustry has sponsored the Indian Paint Research 
Association and the technical experts in the 
industry are initiating suitable step.s for in nitiat- 
ing research projects. 

INCOME OF STATE HOUSLNG BOARDS 

Statutory Housing Boards set up by the 
state governments foi^ the framing and execu¬ 
tion of housing and other development schemes 
are to be exempted from payment of tax with 
rett'osjpective effect, according to a provision 
contained in the Finance Bill 1970. The Finance 
Bill proposes to make a specific provision in the 


Income Tax Act exempting the income of Hous- 
ing Boards from tax altogether. The provision, 
as proposed, exempts from tax any income of 
an authority constituted in this country by or 
under anv law enacted either for the purpOM of 
dealing with and satisfying the need for housing 
accommodation or for the purpose of plann¬ 
ing, development or improvement of cities, 
towns and villages, or for both. The Amend¬ 
ment to the Income Tax Act is being made 
effective from 1-4-1962, the date of commence¬ 
ment of the Income Tax Act 1961. It may be 
recalled that the Conference of Housing and 
Urban Development mini.sters held in Banga¬ 
lore last year recommended that since the Statu¬ 
tory State Housing Boards serve an important 
public purpose and do not exist for private 
profit^ their income should be exempted from the 
the income and wealth taxes. The conference 
was of the view that if the emption was not 
possible within the existing provisions of the 
relevant Acts, these shoud be suitably amended. 
Several states have set up Statutory Housing 
Boards for effective and speedy implementation 
of housing programmes. These boards i're auto¬ 
nomous organizations and they play an impor¬ 
tant role in implementing the social housing 
programmes of the government for the com¬ 
mon good. 

AUTOMATION COMMITTEE MEET 

The Committee on Automation, which met 
recently under the Chairmanship of Mr R. 
Venkataraman, Member, Planning Commis¬ 
sion, reviewed today case studies which had 
been conducted in the units where computerisa¬ 
tion or automation had been introduced. 
The committee was set up in 1969 to review the 
total effects of operation of auiomBtion in the 
enterprises in public and private sectos in which 
it had been already introduced. The committee 
decided that further studies should be under¬ 
taken in a few public and private sector units in 
order to obtain additional information on the 
impact of automation on the extent and pattern 
of employment, wages and earnings. The 
committee felt that comparative data could also 
be collected in relation to production costs, 
labour saving devices, and management in the 
context of automation. 

DURGAPUR LOSSES 

The Minister of Stale for Steel and Heavy 
Engineering Mr K. C. Pant, indicated recently 
that loss in production at the Durgapur steel 
plant due to labour trouble during April, 1969 
to .January 15, 1970 has been estimated at Rs 
7 11 crorcs. He added that proiluction loss 
in terms of saleable pig-iron was 2,350 tonnes 
and saleable steel 87,755 tonnes. In all 
384,763 man-hours were lost due to labour 
indiscipline during the period. It was difficult 
to assess the extent of damage due to labour 
trouble in specific terms. Every effort, he 
added, was being made to ensure the smooth 
working of the plant by holding constant dia¬ 
logue and discussions with representatives of 
the workers, and the co-operation of the state 
government was sought as and when necessary. 

NAMES IN THE NEWS 

Mr R. V. Raman, till recently Executive 
Direct or or the Indian Investment Centre has 
joined the Planning Commission as Adviser. 
Mr. K. J. George, Joint Secretary in the Minis¬ 
try of Industrial Development will succ^d 
Mr Raman as Executive Director of the ITC. 

Mr H. P, Morr, Managing Director, Fire¬ 
stone Tyre Rubber Company of India Pri¬ 
vate Ltd, has announced the appointment of 
Mr V. N. Karode as Comptroller of the Fire¬ 
stone Tyre &. Rubber Company of India M- 
vate Ltd. Mr Karode joined Firestone on 1 
may 1949 and served in various capacitis in 
the finance division of the company, assisting 
management and the board or directors on 
financial and adminUttattve matters. 
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Which other medium catere 


to such varied interests of millions like her 
on their own time? 


c j 

When she takes time out 
from h?r daily bhorcs, she*s 
more likely to take up a 
magazine than take acatnap. 

Magazines today are a com* 
plete compendium of all that 
readers really mnt to 
ktoow.. .cookiog.honie deco¬ 
ration, entertaining, clothes. 

etiquette, society, child-care, 
careers, films—everything. 

That is one reason ^hy 
readership of periodicals 
among aware and interested 
people isanincredible 92.87o 
in homes with incomes of 
Rs. 1501 and above; or why 
rcadershir v>r newspapers 

among today's women grad¬ 
uates and post-gradL«jes is 
nothing less than 100%.* 

There u a newspaper or 
magazine to reach evesy 
reader in his language at the 
lowest cost per thousand. 

* (A,S,F. Readtrship Survey,) 
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Company Affairs 


Him^USTAN lEVI^R 

Hindu&ian lever Ltd, has recorded a substan- 
liai increase in turnover from Rs 92 -59 crores 
ki 1968 to Rs 108 -79 crores in 1969. Exports 
have almost doubled from Rs 108 lakhs to Rs 
201 lakhs with an appreciablf increase in the 
export of non-traditional items. The com¬ 
pany's profit after tax and charpng capital 
expenditure on scientific research has gone up 
from Rl 216 lakhs to Rs 275 lakhs, the increase 
being attributed to a lower capital expenditure 
on scientific research and the absence of tax 
adjustment for previous years. The profit be¬ 
fore charging capital expenditure and taK has, 
however, risen only marginally fromRs 598 
lakhs to Rs 616 lakhs. The company has 
strengthened further its research and develop¬ 
ment activities during the year and the total 
capital expenditure on research so far amounts 
to Rs 147 lakhs. The work done at the 
research centre has kd to savings in imports, 
devetopnient of new products and upgiading of 
indimnous raw materials, extraction of sal 
seed and export of the oil for use ns confec¬ 
tionery fat were pioneering operations. The 
directors have proposed to reeommend a final 
equity dividend of 80 paise per share, subject 
to tax thus maintaining the total dividend of 
Rs 1 -40 per share. The final dividend will be 
paid on the share capital as increased by the 
recent bonus issue. The profit in the early 
months of the current year, according to the 
directors, is, however, lower Ilian in the same 
period of last year. This is attributed to the 
big rise in ravv material costs and the absence of 
a similar rise in selling prices. 

DUNLOP INDIA 

The directors of Dunlop India Ltd, state in 
their report that the company has rwceivcd an 
industrial licence for an additional 250,000 
tyres and tubes per annum. The expansion 
project is being implemented. During 1969, 
the company spent Rs 2 -44 crores mainly to¬ 
wards implementing an industrial licence to 
increase its automotive tyre capacity by 135,600 
tyiXM; and 124,-800 tubes. In order to fiiunce the 
company's foreign exchange requirements for 
its expansion piam over the next few years, 
a sterling loan of up to £ 2 million was negotiat¬ 
ed with the Dunlop Co Ltd, UK. This loan 
will, however, be utilised to a limited extent 
only as the union government is now providing 
the necessary for^gn exchange out of tlie cre¬ 
dits and loans obtained from the British, West 

S erman and French governments. In 1969, 
e company introduced a grooved rubber pad 
exclusively for the Indian Railways, which will 
be used wUh a new design of concrete sleeper to 
facilitate faster running of tnins. The pad 
acts as an insulation and vibration damper 
between the rail and the concrete sleeper. 
To meet the requirements of defence and cer¬ 
tain specialised industrial applications, the com¬ 
pany has started manufacturing metalastik 
rubber to metal bomd components. 

UNION CARBIDE 

Itfce work on the electrolytic manganei^ 
dioxide plaffi of Union Carbide India Ltd, is 
proMsstAg w®Il. Tile construction in rwpect 
of a miii^eMorate plant at Hyderabad and 
a xtncfdiingfidllat Madras isex^^ to com¬ 
mence Ibis year. According to tlw report for 
1969. comiwny has I* 1 S 0 plans for the com- 
harmting of shrimp rnd ^tpccts to 
operations towards fix- end of 
1970, lOie new pcsSdd^s formulation ptot at 


Bhopal went into production on schedule dur¬ 
ing the year. Expansion and modernisation 
of various manufacturing fpicilities undertaken 
during the year involved a loial construction 
expenditure of Rs 2 -38 crores compared with 
Rs 1-31 crores in the previous yea*. Tivro 
was a higher total turnover for tl'e .vear amount¬ 
ing to Rs 44 *04 crores against Rs 33 *95 cron's 
for the previous year reflected higher sales of 
all product groups. With the depletion of the 
iarM inventories of competitive imported mate¬ 
rial, the plastics sales made a substantiel reco¬ 
very from the depressed 1968 levels. Sales of 
consumer products continued to improve as 
the demand for batteries and flashlights re¬ 
mained strong throughout the year. The de¬ 
mand for cinenva arc catbons. photo- 
engravers' plates and clicmicals shova'd an 
increase and continues to be strong. Besides, 
there was a marked improvement in the offtake 
of pesticides. The export sales rose by 14-3 
per cent to Rs 1-26 crores. 

MAHINDRA & MAHINDR\ 

Sales of the Mahindra and Mahindra Ltd, 
for the year ended October 31,1969 went up by 
20 ptr cent to Rs 28 -45 crores. The gross 
profit went up by 50 per cent, from Rs 70*77 
lakhs to Rs 107 67 lakhs. The directors pro¬ 
pose to raise the equii> dividend from 10 per 
cent to It per cent. The vear has shown an 
nil-round improvement in the turnover of 
vi.rious divisions of the company, alt of which, 
with tile exception of the newly formed agro¬ 
aviation division, have contributed to the 
increased profits. The production of jeeps 
during the year rose from 8,201) to 9,200 while 
sate.s went up from 8,2(K) to 9,300 jeep>, Mr 
Mahindra expects furihcr progress this year as 
the turnover in the first four months has already 
gone up by 12 per cent. With the end of the 
recession, he is planning to take up the .sales to 
the 1965-66 figure of 10.600 units. The plant 
has got a licensed capacity of 12,000 vehicles. 
The company has substantial orders from the 
defence and family planning departments as 
well as from Yugoslavia and sonie more are 
under negotiation. Exports during 1968-69 
w'ere of the order of 300 jeeps. 

TATA COMPANIES 

The Tata companies have pledged to be 
mindful of their ‘'social and moral responsibi¬ 
lities" to the consumers, employees, share¬ 
holders, society and the local community, 
Tlie pledge has been taken by inserting a new 
clause in the Articles of Association of the ma¬ 
jor Tata Companies, including the TISCO, the 
TELCO, the Tata Chemicals and the Tata Oil. 
The step is in response to the appeal issued by 
the Movement Ibr Social Responsibilities of 
Industry and Business led by Mr Jaya Prakash 
Narayan. Swatantra Party chief, Mr M. R. 
Masani, MP is also associated with the cam¬ 
paign. Entitled “social responsibilities of the 
company’* the new clause reads: “The company 
shall have among its objectives the promotion 
and growth of ihe national economy through 
increased productivity, effective utilisation of 
material and manpower resources and continu¬ 
ed application of modern, scientific and mana¬ 
gerial te^iques in keeping with the national 
aspirations, and the company shall foe mindfid 
of Us social and moral responsibilities to the 
consumers, employees, sltarehokiers, society 
and the local community”. The step, it is ex¬ 
plained, has been taken to emphaskv the Tata 
companies* cominoed dbdfcation io the ideal qf 
the social respomMfiites of ftt^nsgemoiit 


though they have always kbpt the social te$poa- 
sibilities in view. 

AMERICAN EXPRESS 

An incmase of 20 per cent in the quarterly 
common stock dividend of American Express 
Coiifjpany, the third increase in the ksl two 
vears, wa8 voted recjmly by the compafiy'^s 
board of directors. A quarterly dividend of 30 
o^nts per common share, payable on April 
raises the annual rate to $ I *20 from 6 1 00. 
up to 50 per cent over tlu? 80 com rate paid 
prior to April of last year when the rate was 
increased to that amount fre^m the equivalent 
of 47 cents per aihare. American Express Com¬ 
pany has now paid dividends on its common 
shares for 101 consecutive years. The board 
of direuors also author)/ed payment of the 
S *230 preferred, and the 37^*cent dividend on 
the 81 *50 preferred, both payable on April \, 

EASTERN INVESTMENTS 

The directors of Eastern Investment Ltd, 
have a proposal to suh-divide the issued 
ordinary shaas of the compary from Rs 100 
a share to Rs 10 a share. They nave also decid¬ 
ed, subject to the consent of the Controller of 
Capital Issues, to crpitaliae Rs 30 *75 lakhs out 
of general reserve of the company to be issued 
as capital bonus, following upon sub-division 
of the company’s ordinary shares as aforesaid, 
by the issue of 307,560 ordinary shares of Rs 10 
each as fuity-paid bonus ranking parr pasm 
with the existing ordinFry shares of the company 
save and except that the bonu.t shares shall not 
participate in any dividend declared in respect 
of the year ending Dicemb^r ,31,1969 or In any 
earlier dividend. The said bonus shares will 
be issued in the ratio of iwo-for-five on a 
date to be decided later bv the directors. 

NATIONAL PIPES AND TUBES 

National Pi|5es and Tubes Ltd. has shown 
that during the year ended September 30, 1969, 
the company maintained the preference divi¬ 
dend at the usual rate, though it has halved 
the ordinary dividend to 2*5 per cent for the 
year agtfinst 5 per cent. The directors have 
stated that the main reason for the adverse 
working results has been the non-availability 
of raw materials at a competitive price. Des¬ 
pite the rise in sales, tltorc has been a sharp 
decline in the proctuciion of finished materials 
and the materials-in-progress. They, however, 
hope for an increasccl production in the current 
year following improved conditions, provided 
there is adequate supply of raw materials and 
co-operation from the labour. The non- 
ferrous semis manufacturing industry being ex¬ 
cluded from the priority list, the supply of vital 
raw materials such as copper, zinc and lead, 
has to be obtained through the Mineral Trading 
Corporation whose prices are high and supplies 
art* irregular. Hfiorts are being made to bring 
the industry under the purview of the priority 
list. The company has incurred a loss of Rs 
1 *44 lakhs agatnst a profit of Rs 77,490 after 
providing Rs 13,193 for depreciation, Rs 209 
for development rebate reserve and Rs 37,190 
for arrears of taxation. The entire loss has 
been set off against general re.serve, the propos¬ 
ed dividend absorbing Rs 2 *22 lakhs is to be 
paid out of dividend equalisation reserve. 

BA JA J TEMPO 

Baiaj Tempo Ltd, has reported during the 
year ended Sti^ember 30, 1969, that it earned a 
gross profit of Rs 38 *67 lakhs againsi Rs 34 *61 
lakhs following a rise in sales to Rs 3 *26 crorei 
from Rs 3 • 13 crores. The directors have prOf* 
nosed to maintain equity dividend at S per cent 
for the year. The nirectors have provided Rs 
28 '55 lakhs for depreciation and Rs 3 56 lakhs 
for development rebate reserve* leaving a net 
profit of Rs 6 *56 lakhs against a loss of Rs 9 *22 
lakhs, After bringing m a loss of Rs 7*14 
lakhs and making outer adjustments* a total 
deficit of Rs n*l4 htkhs is carried forward. 
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The proposed dividend will be paid out of tlie 
dividend rescrx'c. 

RALLIS INDIA 

Rallis India entered the capital market on 
Mardi 10, 1970 with an issue of 10*000 7| 
t'er cem debentures (19B2-85) of Rs 1*000 o^iich. 
The issue was to close on March 31 or earlict 
at the discretion of the directors but not before 
March 24. The company propoises to install 
additional plant and equipment with a view to 
increasing substantially tho existing production 
capacity of tabic and pedestal fans. The com¬ 
pany is considering setting up a fertiliser granu¬ 
lation plant at Megarwara near Kanpur with a 
manufacturing capacity of 30,000 tonnes t)er 
aonuni. The granulation plant wiJl be set up 
adjacent to the superphosphate factory of the 
company’s 100 per cent subsidiary, Ralli 
Chemicals Limited, where land is available. 
Title Company has been allotted 40,000 equity 
hares of Malabar Chemicals & Fertilisers 
limited (Malabar) against payment of Rs 4 
laTkhs as application money. Malabar is a 
company incorporated with the active assis- 
iam:c of tiie Mysore government and has ob¬ 
tained an industrial licence to set up a fertiliser 
plant at Mangalore with a manufacturing capa¬ 
city of 340,0(X) tonnes of urea per annum, 
The company will obtain from Malabar the 
nglit to distribute half the products manufac¬ 
tured by Malabar. After Malabar goes into 
production it is expected that this distribution 
lie-up will strengthen the position of ilic com¬ 
pany in the fertiliser field. 

STATE BANK OF INDIA 

The State Bank of India has earned f* net 
profit of Rs 5 -50 crores for 1969, against Rs 
5 06 crores in the preceding year. The divi- 
fJend has been mpintained at, Rs 23 per share. 
The aggregate deposits of ilu; bank nave gone 
t»p by 14 8 per cent to Rs 1,030*4 crores. The 
inertase in demand deposits is 12 7 per cent 
and that of time deposits is 16-9 per cent. 
T be bank’s outstanding advance.^ ro.se over the 
year by 8 *5 per cent to Rs 789 -9 crores as com¬ 
pared to a rise of 25 - .3 per cent in the preceding 
year. Tho average credit deposit ratio for the 
year was 87 2 jier cent as compared with 85 -6 
per cent in 1968. Investments in government 
securities went up by Rs 24 -7 crores or 8 8 per 
cent to Rs 306 *4 crores. The ratio of invest¬ 
ments in government sccurliits to deposits 
stood at 29*7 per cent in December 3969 against 
,31 *4 tx:r cent a year earlier. The bank’s ad¬ 
vances to agriculture, both direct and indirect, 
in terms of limits increased from Rs 62 ■ 7 crores 
at the end of 1968 to Rs 184*1 crores at the 
end of 1969, a rise of 193 • 6 per cent. Outstand- 
ings increased from Rs 19 *3 crores to Rs 91 *9 
crores, that is by 375*2 per cent. The bank 
introduced during the year, the liberalised 
scheme of agricultural finance for assistance to 
small farmers. The total credit granted by the 
bank directly and indirectly to small-scale 
industries increased by Rs 69 0 crores to Rs 
1911 crores in terms of limits and by Rs 37 ^ 
crores to Rs 103 4 crores in terms of outstand¬ 
ings small-scale industrip) units on its books as 
against 328 at the end of 1968. At the and 
of the year the bank had 379. During the 
year, further liberalisations were made in the 
cntreprcncuriti .scheme. The Bank put into 
operation various schemes for financing small 
business, Tho total \(4umc of export credit 
graaied by the bank rose by 43 *5 per cent to 
Rs 08*9 croi*c.s. 

EIJECTROSXEEL C,4ST1NGS 

Eloctrosteel Castings Ltd, has recorded 
good results during the year ended September 
30,’ 1969, There was an increase in the produc¬ 
tion of grinding media from 6,400 tonnes to 
9,18$ xonim. Tlte company has reached 
its licensed capacity of tho plant of 15,000 toiuics 
per annum. Tho marketability of grinding 
media is gradually picking up. The company 
expects to have sufficient orders to run the plant 
to its full capacity in tiie near future. The 


accounts for the year after providing for 
depreciation and taxation shows a net profit of 
Rs 99 lakhs as against a loss of Rs 19 *07 lakhs 
incurred in the preceding year. Depreciation 
is around Rs 10 *81 lakhtt* while a sum of Rs 
70,000 is provided for taxation. The available 
balance is adjusted against the previous year’s 
loss leaving still a deficit OfRs 1 *05 lakhs to be 
canied forward to next year. The directors 
have once again not proposed any dividend* but 
state tliat they would be in a position to recom¬ 
mend a reasonable dividend for the current 
year. The encouraging results of the working 
for the first four months of the current year 
have promoted them to take an optimistic view. 
The company is now concentrating on the pro¬ 
duction of heat resistance alloy steel castings 
and other special castings in which it has ac¬ 
quired more than ten years manufacturing 
experience and has almost specialised in this 
line. Although the demand for spun form 
pipes is still much below the installed capacity 
in the country, the directors hope that the de¬ 
mand for pipes should pick up. 

NEW SHORROCK 

The directors of the New Shorrock Spinning 
and Manufacturing Company Ltd, have 
proposed to maintain the dividend for the year 
1969 at Rs 20 per share, less tax. The com¬ 
pany’s net sales arc higher at Rs 16 05 crores 
agaiast Rs 14 *28 crores last year. The com¬ 
pany has earned a gross profit of Rs 174 *22 
lakhs against Rs 163*67 lakhs last year. After 
providing Rs 91*01 lakhs for depreciation, 
Rs 19 *76 lakhs for development rebate reserve 
and R.S 18 *25 lakhs for taxation, the net profit 
is Rs 45 20 lakhs. From this, a sum of Rs 10 
lakhs is lakcn to redemption reserve and Rs 
35 *20 lakhs to general reserve. The proposed 
dividend will claim R$ 40 lakhs. 

STANDARD MILLS 

The directors of the Standard Mills Co Ltd, 
have proposed a dividend of Rs 20 a share, for 
tho year ended December 31, 1969, same as 
last year. In addition thev have proposed a 
jubilee bonus dividend of Rs 5 per share. 
The company’s net sales have increased to Rs 
22 *56 crores from Rs 18 *09 crores The gross 
profit has risen sharply from Rs 1*70 crores to 
Rs 3 '28 crores After providing Rs 1 *41 crores 
for depreciation and Rs 21 *04 lakhs for dove- 
Jopment rebate reserve, the net profit is Rs 
165*80 lakhs against Rs 11*85 JakKs. The 
entire net profit is traasfetred to general re¬ 
serve. The proposed dividend, including the 
dividend on preference shares, will claim in all 
Rs 44 *58 lakhs. 

AMAR DYE-CHEM 

The directors of Amar Dyc-Cltcm Ltd, have 
proposed to issue bonus shares in the satio of 
one new sliare for every 10 shares held. They 
have also proposed a final equity dividend of 
Rs four per share of Rs 100 each for 1969. 
Together with the interim dividend of of Rs6 
already paid, (lie total dividend for the year is 
Rs 10, the same as for 1968. The company has 
reported improvement in its working during 
1999. Sales increased to Rs 6*71 crores from 
Rs 5*66 crores and the gross profit to Rs 
133*42 lakhs from Rs 83*49 lakhs. After 
providing Rs 50 *75 lakhs for depreciation Rs 
4*90 lakhs for development rebate reserve, 
Rs 5 *74 lakhs for managing agents’ remunera¬ 
tion and Rs 39 50 lakhs for taxation, the net 
profit works out higher at Rs 32 *52 lakhs. The 
directors have transferred Rs 25*45 lakhs to 
general reserve. The dividend on preference 
shares will absorb Rs 1 *71 lakhs and the equity 
dividend Rs 13*19 lakhs. The expansion 
work on the beta n^phthol project to raise tlie 
capacity from 1,000 tonnes to 2,000 tonnes is 
in progress. The projeut is expected to be com^ 
pieted by the end of d?is year. One unit of 
dianisidine and orthetolidine H likely to be 
oommissiooed by next month. The prelimi¬ 
nary work of the vat dyes project is going on 
and the pilot plant trials aiei>eiog taken. The 


range of reactive dyes has bren expanded and 
about a dozen products have bren added. 
Furth^ the expansion work of reactive dyes is 
in progress / 

BIIAIUT FrailU^BR 

The directors Of Bhgrat Fertiliaer fnduistries 
Ltd, propose to ihainuii) the company’s equity 
divided for the year ended October 31, 
at Rs 12 per share. The company has repotted 
a gross profit of Rs 13 *93 lakhs for the year 
against Rs 16*69 lakhs for the previous year* 
the total sales amounting to Rs 1 *65 crores 
against R$ 1 ^64 crores. The directors have 
attributed the setback to the reduction in the 
offtake of lertitisers because of .hlg^ pirioes 
resulting from an increase in the excire duty ou 
the one hand and a glut of fertilisers following 
excessive imports on the other. The liberalisa¬ 
tion of the rules for the issue of licences of 
fertiliser dealers rnd the easy availability of 
straiglit fertilisers materially affected Offtake 
of granulated mixed N.P.K. fertilisers. Compe¬ 
tition amon^ manufacturers of granulated com¬ 
pound fertilisers also made an adverse Impact 
on the industry. The company had to tap 
new markets because of the increased competi¬ 
tion, and some, sales were made in West Bengal* 
Punjab and Haryana. After writing back the 
excess provision made in earlier years amount¬ 
ing to R^ 3 *75 lakhs, the directors have pro¬ 
vided Rs 3 *94 lakhs for depreciation, Rs 7 *40 
lakhs for taxation, and Rs 23 *312 for develop¬ 
ment rebate reserve* leaving a disposable sur¬ 
plus of Rs 6*11 lakhs. This sum has been 
disposed of by transferring Rs 2*81 lakhs to 
general reserve and providing Rs 3 *28 lakhs 
for the dividend. The balance of Rs 2,224 has 
been carried forward against a sum of Rs 548 
brought in. 

INDUN RAYON CORPORATION 

The working of the Indian Rayon Corpora¬ 
tion Ltd, will not be ns good as in tlie year 
ended June 30, 1969. According to a spokes¬ 
man of the eompany, ihe gross profit may be 
lower by about Rs IS lakhs to Rs 20 lakhs than 
that for 1968-69. After providing for depre¬ 
ciation, the company might incur a net loss 
of about Rs 13 lakhs to Rs 14 lakhs in the cur¬ 
rent year. While the cost of production has 
gone up, the price realisation has been low. 
The company has to give 55 per cent of its pro¬ 
duction to weavers and exporters at conces¬ 
sional rates which arc lower by about Rs 4 
per kg. than the market price. Even the 
Wlance of 45 per cent production has realised 
lower than market prices. Tlie present produc¬ 
tion is about six tons per day. Tlie company 
has plants to manufacture finer denier yam, 
for whjrh some new machinery is to be install¬ 
ed. Its licensed capacity is ten tons* but owing 
to non-availability of import licences for ba¬ 
lancing equipment, it ts not able to achieve it. 
The company has represened to the govern¬ 
ment to grant some relief to small units by 
increasing the concession in excise duty. 

TR AV ANCORK RAYONS 

Travancore Rayons Ltd, has maintained 
the equity dividend at 15 per cent for the year 
ended Dumber 31, 1969. The company has 
reported a profit of Rs 73 lakhs fer the year, 
after providing Rs 33 lakhs for depredatton. 
It has provided Rs 54 *25 lakhs for taxation and 
Rs 23*76 lakhs for generar reserve. During 
the year, there was delay in thp arrival of im¬ 
ported pulp and chemicals and there was also 
shortage of cotton linters. The company aho 
could not commission its fourth cellulose film 
plant for want bf labour co-operation although 
it was ready by the end of the year. Yet me 
sales increased to Rs 7*61 crores from Rs 6^19 
crores in the previous year. The Tariff 0»R* 
mission has not yet given Its dedribn.on 
yarn prices. Meanwhile, the interim kies* 
ment readied between the abinsers afid.,weavers 
ha* the iialtiiiS hffiMhixi 

the c«Hni>aw'$ pedSMiaalUie. 
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VOLTAS LIMITED 

OPTIMiSN AFTER A YEAR OF STRESS 


The following is the Statement by Mr. R. F. S. Taiyarkban, 
Chairman and Chief Executive, Voltas Limited, circulated to the 
Members of the Company with the Annual Report for the year 
1968 - 69 : 


Mr. R.F.S. Tdyarklnn 

The financial year 1968-69 will re- 
niain on record as the crisis year for 
your Company. For,the first time in 
its IS years’ history, the disposable 
profits were insufficient to pay a divi¬ 
dend to the shareholders. This sad 
state of affairs was not brought about 
by any abnormal business conditions, 
nor by Government policies, but was 
due almost entirely to the deliberate 
and harmful agitation launched by the 
Federation of Unions which affected 
the interests of the Company and its 
thousands of shareholders. It was ex¬ 
pected that the total turnover of the 
Company would reach a figure of over 
Rs. 80 crorcs for the year 1968-69 but 
this was not possible because of the 
prolonged and deliberate disruption of 
work. 

The direct loss of business due to the 
labour agitation and disruption of work 
can be estimated at about Rs. 12 crores, 
but it is difiScult to assess the indirect 
or consequential losses. Members 
were kept informed during the period 
of the labour trouble, through the Press 
and by direct correspondence, of the 
details of this unfortunate episode. I 
do not propose, therefore, to go owr 
the ground again but in the context of 
the overall harm done to the Company, 
it would not be out of place for me to 
mention the deliberate attempt made by 
a section of the employees to denigrate 
the Company’s image, and even of the 
products handled by it, whether of its 
own manufacture or otherwise. For 
such acts the Federation and its consti¬ 
tuent Unions must accept full respon¬ 
sibility. . ^ , 

The t^itation assumed a particularly 
milit an t rorm in Rombay and, to a lesser 
extent in Bangalore. What was the 
issue at stake ? A very simple one. 
namdy the Management’s declared 
poEcy to metend the appoint^nt of 
itestefs tiiiid Rtockists in certain areas 
for salteted fines of busineM, so as to 
augmek ihe Compai^’s dkribution 
orggdisaliim^ obtain a better market 
covar^ and achie^a in^oved pro¬ 


fitability. This was objected to on the 
ground that there would be redun¬ 
dancy and retrenchment of staff. The 
Management gave an undertaking that 
there would be no retrenchment as a 
result of a wider distribution of the 
Company’s products. After five months 
of futile struggle the Federation accep¬ 
ted the Company's assurances in Sep¬ 
tember 1969. They were no different 
from those given voluntarily by the 
Management, both verbally and in 
writing, as early as April 1969. Apart 
from the serious loss to the Company's 
profits, the actions of the Federation 
caused nothing but hardship to thou¬ 
sands of employees. 

It may be asked then why is union 
leadership so anxious to confront 
Management at every stage and on 
any pretext whatsoever? The answer 
would appear to be the antiquated no¬ 
tion that unless a union engages in cons¬ 
tant confrontation with the Manage¬ 
ment, it will not justify its utility to its 
members'. Much was said during and 
after the five critical months about the 
need to foster good industrial relations 
and to keep open channels of commu¬ 
nication. 'Very few people could have 
known of the extent to which the Ma¬ 
nagement of your Company had gone 
in its efforts to attain both objectives. 
It is perhaps the lot of almost all pro¬ 
gressive managements, that it is they 
who always suffer most in industrial 
disputes. .lust as freedom is often con¬ 
fused with licence, so is responave 
management regarded as weak manage¬ 
ment. 

No effort was spared by the Federa¬ 
tion to pressurise and embarrass the 
Management. Never before has the 
Company’s managerial cadre had to 
face such difficulties and such fivquent 
and deliberate ptovocadoos, but I am 
glad to «y that no one amongst the 
mam^emenl staff faltered in then- duty 
throughout this difficult pcatfikl. They 
worked round the c1oek.cmd:evfin atten¬ 
ded to the most meidat of jobs, nr 
attempt to mfiiimiae tba m^ being 


done to the Company and its business. 
They deserve your highest praise for 
their tremendous zeal, loyalty and de¬ 
votion to work. 

The Company ended the year with a 
sales turnover of just over Rs, 68 crores 
which was only slightly better than the 
figure for tlte previous year. Because 
of the Company's product-mix, these 
sales yielded a lower gross margin, and 
since costs of operations temainiMl at a 
high level, the disposable profits were 
no more than about Rs. 3.5 lakhs 
as against Rs. 77 lakhs in the previous 
year. 

It is perhaps necessary to exffiain the 
effects of the product-mix on the 
financial results of the Conpany. 
Broadly speaking, the Company's ope¬ 
rations fall into three main groi^. 
The first is heavy engineering eqatp- 
ment, both mechanical and electrical; 
the second is mediun and light engin¬ 
eering goods; and the third would cover 
durables and consumer products. 
The profit margins between ^up and 
group, and between products in the 
same group, va.ry considerably some 
mi^t relate to high volume-low margin 
business, while others may be of com¬ 
paratively low volume with reasonable 
profit margins. The days of high mar¬ 
gin business in any sphere of activity 
arc a thing of the past. The pattetn of 
the last two or three years has been Xn 
increase in business yielding ICw margins, 
which expltuns to a great extent the 
declining rate of profitability. 

I would now like to give members a 
brief summary of certain stgnificaiit 
features relating.to the various activities 
of the Company. 

In AJr cendifienirtg and R^igeratian, 
the Comptuiy broke new gpround in the 
field of dairy refrigeration etjuipaiefOt, 
which wilt help it play a very nnportant 
role tit the extensive programme plan¬ 
ned for the development of dainm 
throughout the country- In another 
sphere^ ifiam are under way to cater 
1^ oriny form of mobfie ahr omoditton’ 
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ing and refrigeration. ^The availability 
of highly sophistiaati^ equipment 
from Tata-Mcriin 4t*<Jcriii and of 
products from National 
dustries provide a welMmegfatfil/'j^ 
gramme for the Electrical dtywnini ui 
power distribution and geiteratidh. 
Earth Maving and Construction equip* 
mem as also Mining and Conveying 
did not show signs of siudi imfn'oveirent 
except in the case of Tata P & H ex¬ 
cavates, but if all goes well, the Fourth 
Plan should open up new and fresh avo* 
nues of business for heavy engineering 
products. Two divisieis which gave 
promise of better business were Materials 
Sandling and Stachine Tools, Both 
are growth areas in the ceitext of the 
industrial development of the country, 
and your Company is well entrenched 
here; in fact, it is perhaps the foremost 
in the design of systems and the supply 
of products in the sphere of materials 
handling, while in machine tools it is 
to^y the latest distributor of quality 
equiimaent, whether manufactured in 
the public sector or in large or small 
units of the private sector. In Agro^ 
Industrial products, your Company 
was welt <Hi the way to consolidating its 
position as the leading marketing or< 
ganisation for all kinds of agricultural 
inputs. It would be superfluous to 
stress here the importance of this sector 
and <k the unlimited opportunities it 
offers your Company. Similarly, in 
Pharmaceutical and Consumer products, 
the trends indicate the possibility of 
substantial growth of business and the 
division concerned is being geared to 
handle a larger volume, wider range 
and deeper market penetration. Che¬ 
micals IS a mixed and uncertain bag, 
partly because of the dependence on 
imports: however, more indigenous 
representations are being acquired 
which will help this division materially. 
Project Engineering is presently enga¬ 
ged in aerial ropeways and precipita¬ 
tors, but various other fields are being 
explored. 

Increase in prices and shortages of 
critical raw materials greatly hampered 
Mantifacturing activities at Thatia. 
This unit is going through a phase of 
diversification of its air conditioning 
and refrigeration, mining and materials 
handling programmes, »de by side with 
the streamlining of operations and the 
creation of better research and develop¬ 
ment facilities. This unit is the base 
on which the future well being of the 
Company will be founded; an appre¬ 
ciable part of the manufhduring pro¬ 
gramme generates a large volume (ff 
business by the incorporation of Thana 
products in turn-key installations and 
systems. 

The sales turnover during Uie first 
five months, i.e. uptotbeend of Jartuary 
1970 is somewthat better than the same 
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period last year. So also are the for¬ 
ward orders booked so far. The Ma¬ 
nagement hope that they «in reach the 
iurget of sales fliwd for the 

year tsoder rqioii; "Uiden aomethhijg 
untoward tuq^sas or the indn-trial 
relations are ogaiadisrupted, the Com¬ 
pany should achieve this target 

Yow Company has heotx refatrded* 
and quite rightl|f too, as a jgfowth , 
CoitttAn^ and Its achievement dining 
the Sixties bears Ufls out. At the start 
of that decade, the Compmiy had a 
turnover of spproxtovately Rs. 20 ctcwes 
and ended wiu a figure of almost Rs. 
70 crores, which in reality would have 
been over Rs. 80' crores but for the 
unfortunate events of 1968/69 men¬ 
tioned by me earlier. There is every 
reason to believe that given the freedom 
to expand its business in an era of po¬ 
litical stability and industrial peace, 
the Company can achieve a similar rate 
of growth by the end of the Seventies. 
This is not wishful thinking but some¬ 
thing which, with carefhl planning and 
organisation, is well within its grasp. 

Vrith the p^ing cf the* Monopolies 
and Restrictive Trade Practices Bill 
into an Act by Parliament and, further- 
ronre, with the acceptance in subs¬ 
tantial part by the Government cf the 
Dutt Commission’s Report, I must, 
however, caution the members that 
though there may be no outright em¬ 
bargo on our growth, our future de¬ 
velopment and diversification will 
depend largely on Government ptflicies. 

I would plead that Oovmnment adopt, 
iveferably through the instrumenta¬ 
lity of an independent body, a “ba¬ 
lance-sheet” approach to our perfor¬ 
mance, evaluating both out limitations 
mid achievements in the light of the 
goals of national priority. It has al¬ 
ways been argued that distribution, 
particularly in a modem economy, is 
nothing less than a fimtor of i^oductioo 
and any attempts to categorise and 
poialise your Omimany as bdongiim 
to the “non-pribnty” sector would, 

I venture to say, be entirely unjust. 

On the contrary, it is a fact that as a 
major engineering conoero. your Com¬ 
pany is helping the Government to 
achieve the goals it has set itsdf of ax»- 
ting a wide net-work of small-scale 
entr^reneurs, both in manufiictuTe 
and in retailing. Thus, on the one 
hand, these entrepi^urs would reap 
the fruits ofa wide national market, atm 
so overcome one pf the severest limita¬ 
tions of both t]^%ma]]-scale tuid the co- 
operarive sectors <lf industry, at a rea¬ 
sonable cost;, cm the offiet haoi^ the 
Coniqtany would create a dezaandfdi the 
products of snu^ industrfei. For 
example, almost haffef ^soumid pqr- 


diaaes amtfe by the Chmpittiy Rxf its 
Thana Works (br its > variomr Bnm- 
^btes is obtained firomattall or medium!* 
seale. industriesi. These pmcluiaes 
preemtly toUd over Rs. 3 tforet and 
provide emplayment for thousands of 
men scattsjrixl aQ over the cotmt^. 
ExpansioheC your Company’s activities 
greater enqifleyment 
; pobm^ ^ artisans also 

fen eOjgiiUMia^: Rimtrictiom oh ' 
growth or your Compaoy would metm 
denial of th^ oiqwrtunities of emplqy- 
meat. Your hfanapmunti has ihimind 
the setting up of more and more Sinifi- 
tUuy industries to he run.'by sas^ eo- 
tieprmieurs including jts own ex*eniip- 
loyees, wil^tbe'sbf^c^.qf fhe Oomp- 
any. Noconcqptionis thus so unrdatM 
to reality as that of a basic ’’dass^war” 
between the large-scale and smaU-scale 
sector. 

Apart from any reslraint ^aced ou 
your Company % govemmem, thoe 
is another feature whkb might afftet 
primress in the new decade. I refer 
to the resistance (ff the Federation and 
Unions to the intibduction of new 
management i^s and techniques. I 
Wouto like to repeat What 1 have said 
on many earlier occasions that your 
Company can only hope to Continue as 
one m the finest engineering and mar¬ 
keting houses, if it introduces without 
further delay new and highly sophisti¬ 
cated tools of management. It caruiot 
continue to give the excellent service 
for which it is known throughout India, 
whether it be to Government projects 
and corporations or to the millions of 
private individuals who use one or other 
of the products handled by the Com¬ 
pany, if it is to rely on its old traditional 
methods eff gathering information on 
which to base decisions. A vast and 
growing dealer and stockist organisatitm 
coupled with new and more front4ine 
offices of the Company is one of the 
ways to ensure bettm coverage, better 
Krvioe and greater economies of ope¬ 
ration. To control this vast network, 
it is vital to get faster access to retiabte 
and up to date data, so that the sf^em 
respoim m<Hre quickly to changes in 
the marlmt-plaoe. This cannot be 
achieved without the early introduction 
of much fiuter methods of data acqui¬ 
sition, proeesrini^ and retrieval. 

In conclusion I am htqqni to say that 
the tempo of work thtoUghOttk^: the 
Company’s estalflishmii^ during > the 
last few months has sbjsws a Utarked 
imptovemsnt, whkdt, I tnut, will cop- 
tinue uiWMtod:, thus malffiag the 
Co mpw^ to mlpeto C(msiderab 9 

.4^inte: The above Staten^ is 
not o isqmet. of ffie proeeeffings of :ffie 
AxinM fSmmiul l^ttog heiid on 
flto ^ Much 197B. 
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Iburisnite 

everybody^ 

business 


In tiM wwrM 


Itoewr» 
4nf> In 
twM« llw Hn •! Nm M 


INKMIMS* IflM 
flirliiM cmr^miIm sntf trawN 
MMit: fa tl>« craftMiMii In 


MMlta. irnm Mg HaMlwrs MMl 
jhftic j ap trt tn tiM small 
trmtara* taM Erivars, waMars» 
and so oiany hnntfrads mars. 


Italy alona aamatf RSIOOOcraras 


What about Indhit 

It Is trus that ths numbsr of tourists 
visttirtg India has greatly incraasad. 
From 1,50,000 In 1964 to almost 
2,45,000 in 1960. And our aarnings 
from tourism hava gone up to 
Rs. 33 crores in foreign exchanga. 
But in terms of world tourism, only 
one out of every thousand world 
travellers visited India last year. 

Yet we have just about everything 
in this country to make it tha 
world’s most attractive tourist 
destination. We are privileged 
we have India. 


could buWd two steal p Unts 
Hko MilM from bar tourism 


oomittts aodi year I 



wiMt*t mitiins iMnt 

Wa lack nothing but broad'Oasad 
public participation and enough of 
what Is known as the 'infrastructural 
hotel accommodation, transport 
facllltlss and tourist amenities. For 
lnstance,tha city of Bangkok alon. 
has more hotel bads suitable 
for tourists than we have in India. 

And wiMii tiM Jumbus como». 

Jumbo Jets will soon bring past India 
many thousand more people than 
have ever corr.e this way. 

They will need clean,contfortabla 
accommodation; at least 23,000 more 
hotel beds are required by 1974. 
Wholesome, hygienically prepared 
food, more shops, restaurants, 
recreation facillties..,sll these are 
necessary now. Above all, a smiting, 
friendly welcome must await eur 
visitors to make their visit 
e happy one. 

Wlwt aru w« doltks about itf 

The Government is taking an 
Increasingly active part to help build 
more hotels, improve air and transport 
services, provide new and better 
tourist factlilies. 

But Governmsnt effort alone is not 
enough. Tourism is everybody's 
business. Because people benefit' 
wherever the tourist travels. Wealth 
flows from affluent countries to ths 
less affluent, and within the country 
from the developed areas to the leas 
developed and from the >lcher strata 
of society to the lets rich. Everyone 
benefits from tourism. 

So, join us in our afforU.let us give 
the tourist the amenitiba he needs 
and see that he goes home happy. 
Each happy tourist msans so many 
more will come next year. Shouldn't 
be too difficult for ua. Isn't ours on* 
of tha world's oldest tradlttona in 
hospitality ? 

WMcumt a vMftor 

sand back a irliiitf* 


Oepartmeni ot Tourism 

Govarnment of India 
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THE MINISTRY of Industrial 
Internal Trade and Comjpany Affairs has re* 
oently studied tlie areas of miot teehnoJogical 
gaps in engineering industncHi g/liioh cufiently 
exist or which are likely to dovdop during the 
fo urth hve-ye^ Plan period. Listra below are 
alt such industries ; 

(/) Know-how for manufacture of ultra 
high pressure vessels of multi-layer/for- 
gid types (BHPV is negotiating with 
certain parties). 

. (i7) Know-how for design of electrolytic 
cells for caustic soda production. 

(Hi) Know-how for manufacture of high 
quality glass lined vessels. 

(jV) Evolution of thermal and mechanical 
design of specialised heat exchangers 
(Engineers (I) Ud.» is considering a 
collaboration with LUmas, USA for 
certain types). 

(r) Design and drawing for rubber proce¬ 
ssing machinery. 

(v/) Design and drawing for ceramic ma¬ 
chinery. 

(vii) Design and drawing for Icatlier and 
footwear madiinery. 

(yiii) Design and drawing for radial type con¬ 
tinuous casting plant, (HEC is nego- 
liating with one party). 

(ix) Design and drawing for automatic 
bottling plants of high capacity. 

(a) Design and drawing for specialised 
cranes. 

(A'l) Design and drawing for specialiml 
waste heat boilers. 

(A*f7) Design and drawing for pelletisation 
plant. (HEC is negotiating with cer¬ 
tain parties). 

(xiii) Design for Machine Tools. 

On the design and development side of 
machine tools, an Institute viz., Central 
Machine Tool Institute, has bm esta¬ 
blished by the Government at Banga¬ 
lore. This institute has taken up work in 
connection with development of nu¬ 
merical control system and programme 
control equipment suited for the nup 
chine tools manufactured in India, 
Assistanor to the industry through the 
Central Machine Tool Institute will be 
welcome 

(Ai'v) Know-how for tiianium metal. 

An Indian Company has been granted a 
letter of intent for establishment of a 
project for manufacture of Rutile, 
Titanium Dioxide, Titanium metal 
sponge, high titanium slag etc. in 
Kerala. The investment proposed is 
about Rs 43 crores. The scheme is 
mainly export-oriented. 

Ca'i*) Electrical Mustrics : 

1, Thyristors & Thyristorised Control 
Equipments required for papermill, 
rolling miU, motor control etc. 

2. Flame-proof crane controlgears and 
other controlgears, specially for 


boavier cranes and of sopIdsMcated 
types. 

A medium sod^ new pcctiect may alfo 
be Ibaslble tit this Uiie of mamifao- 
ture. 

3. Servo-motors. 

4. High frequenoycables. 

5. Aluminium wound distribution 
transformert using aluminium foils 
etc. 

A medium scale new project may be 
feasible in order to accelerate the 
pace of substitution of copper wind¬ 
ings by aluminium windmgs. But 
thtre is no gap in the capacity of 
distribution transfonners for further 
licensing. 

6. Substitution of aluminium conduc¬ 
tors in Telephone Cables 

M/s. Hindustan Cables Ltd., West 
Bengal, are already working on 
this. 

7. Cold Rolled Grain Oriented Steel 
(CRCO) of Transformer grade 

The Hindustan Steel Project, Rour- 
kela, have been planning to manu¬ 
facture this item. 

8. Sub-marine batteries 


(xvi) Air-Conditioning and Refrigeration indus¬ 
tries : 

1. Centrifugal packaged chiller for air 
conditioning of multistorey buil¬ 
ding etc. 

2. Accelerated Freeze Drying Plant. 

3. Air conditioning Refrigeration 
equipments for transport (Trains, 
Buses, Trucks, Cars). 

4. Plate Freezers (Plate assembly only) 

5. Sealed and'Semi-scaled Air condi¬ 
tioning Refrigeration compressors 
above 7 -5 tonnes. 

6. Grain Silos. 

7. Air Driers (fbr Industrial uses) 

8. Dryfit Photo Flash batteries. 

Report on Land Acquisition 

The Report of the Land Acquisition Review 
Committee was presented by its CSiairman, Mr 
A. N. Mulla today, to Mr Jggjivan Ram, union 
minister for Food and Agr^ture. In com¬ 
pliance with the assurance given by the govern¬ 
ment during the passage of the Land /to^uisi- 
tion (Amendment and Validation) Bill, 1967, 
a high power Committee, consisting of Members 
of Parliament and representatives of atate 
governments, was set ig) By a Resolution dated 
ihc 27th July, 1967, tfnieview the entire working 
of the Land Acquisitioa Act, ISH and su¬ 
ggest improvements in its administration. Mr 
A. N. Mulla, Member of Parliament and for¬ 
mer Judge of the Allahabad High Court wa$ 
appointed Chairman of the Committee. Mr 
D.B. Kulkami, Joint Secratanr and 
Adviser to the Oovemment of fndla worked 


as the Mhmbctf^ Secretary of the CcMrittHrae. 
The terms of sefeitaoe of titis Coinmlttee 


_tine the adhsmie of aoquisitloti of 

1 juad for public purpose and oompanles in 
the puMic and ^vate sectors under^the 
l^hd Acquisitfon Act, 1894, with ptutitetdar 
rafi^Moe to 

. ..siiSion'CKi land for a puotic pmpose^ 

(/<) FtiiicjijMds for determining compensa- 
tiOil;'' 


(Hi) reasons for administrative ddays and 
remedial measures; 

^ (iv) Extent of govemmeitt responsibility 
for rehabilitatlan of evicted familjes 
and recommendations about disdiatge 
of this tespensibiUty; and 

(v) Feasibility of eaactins a uniform 
Central taw on ^land acquisition* 
which may be applicable to the whole 
oountiy ahhouim *huid acquirition’ is 
in the Concurrent List. 


The main recommendations and conclusions 
of the Committee on the above terms of re¬ 
ference are as follows 


Definition of ^puhUcimigose*: 

The Committee has come to the conclusion 
that it is not possible to lay down any hard 
and fast definition of ^public purpose* which is 
a condition preccxlent to the egeccise of the 
power of compulsory aoquisttidn under our 
Constitution. The Committee has therefore 
proposed an inclusive definition of the expre¬ 
ssion so as to make it much wider than the 
existing definition. According to the 
mmittee, unless comp^ing circumstances (to 
be stated in writing) exist which rencter it 
necessary so to do, no proceedings for acquisi¬ 
tion should be taken in respect of any land or 
building which has been acquired by the appro¬ 
priate government for a public j>urpoae and 
which has been or is being put to use for the said 
purpose. Though it is not desirable to ban 
proceedings for acquisition in respect of any 
and or building which is already being lused by 
a person or body of persons for a housing sche¬ 
me or industry and the public purpose for which 
it is being acquired is the same, some way sh¬ 
ould be found out by government to protect 
the interests of the genuine land ownenor co¬ 
operative societies who are using or intending 
to use the land for a housing schmie or industry 
consistent with the propos^ planned develop¬ 
ment. 

JiiStieiabUlty of 'intidlc pwpose*: 

Keeping in view the fact that under our Cons¬ 
titution, existence of public purpose is a condi¬ 
tion precedent to the exercise of power of 
compulsory acquisition, the sosunittee has re¬ 
commended that public purpose should be 
made justiciable by amending the provisioni 
of Section 6 of the Land Acquisition Act sui¬ 
tably. Under the existing Act, a declaration 
of a public purpose by the goveniment is final 
and non-justictablo. The CommitteB Ms 
that a provirion for justkaabiUty of the public 
purpose would go a long way in lemovhig 
the apprehension of the public as iegaidi the 
possible abuse of power in the name of public 
purpose, 

Rerartar oflMlncmofiioiMeM M pur¬ 
pose for wliieli tt was acquired: 

Government may, within reasonaUe time, 
use the superfluous land for any other pobifie 
puiposethoui^ acquired for a diMeot public 
purpose. However, if the tend acqptred, or 
any pdnion tfaeieof, is nm used fmihepUiimie 
for it wM aeqifisud <«r for any 

govectuneni nnist omup cne igan to uie nfagHnn 

avmfpttpevaii 
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1^ luuiwiirBd occupancy riajit, he or 
l^liefni.aB thocaw jnay be, (unless, or 
they wn ttor fouiKl after ditiBcm enouir^ on 
npoymm of the amount oTmKMUible im- 
or proportionate portion thereof. 
It Shoi^jdso be ou^ open to the owner etc. 
or Ins heirs to claim back the said land on the 
aliova teim from government, and if the go-* 
wmnant hiils to am in this an action 
fbr romiveygnce and possession of the super¬ 
fluous land would lie in the Court. Provisions 
on the above lines would operate as a c^k 
eaEoessive acquisition of land by the 


Acqairitieii of iimd for Companies ; 

The Act authorises acquisition of land for 
pub&G purpose as well as for companies. *^rhe 
Comounee has recommended that it ivill not 
be wise to impose a total ban on acquisition 
of land for companies which are engaged or 
taking steps for onjmging themselves in any 
industry or work whumisfora public purpose. 
It has, however lecommended that the special 
procedure laid down in Part VII of the Land 
Acquisition Act vi^hicb imposes salutary res¬ 
trictions should be complied with in all cases. 
The normal provision for acquisition of land 
contained in Part II of the Act should be in¬ 
voked in cases of acquisition of land only for 
Government Companies/Corporations/ Bodies 
Corporate. Payment of contribution from the 
publicTunds should not be made obligatory for 
iitvokihg the provisions of Part 11 of the Act 
in the case or such Government Companies/ 
COipomtions etc. If the land is not utilised 
by any c;k>mpany within the specified or exten- 
(M time for the purpose for which it was ac¬ 
quired, the transfer of land, or a portion there¬ 
of to the Company should be declared null and 
void and the land reverted to the original ow- 
ners'perpetual lessee. 


botlf to the individual and ro the oomtAuidty* 

tecting the sta^^a^r^tliTpiS!^^ of iisSm- 
pcimfion based od speculauve rtre in pri^ 
in the case of lafge^scale prefects. It tma rb* 
comaUHided that compensattod 

3 payable on all lands (indudiitg ptofsStffl ac^ 
uired only on the basis of cnarmt vmue incTu- 
tng its potential value as has been the guiding 
principle up-till-now. Under the existing law 
tlie compensation is determined on the basis 
of market value as on tlie date publication 
of notil|t:ation under Section 4(1) in all cases of 
acquisition. The Committee has drawn a dis¬ 
tinction between the normal cases Of acquisi¬ 
tion like setting up a post-office. railway sta¬ 
tion, etc. and acquisition of land for big pro¬ 
jects— a project for which it is proposed to 
acquire hundred acres or more of land* The 
Committee has rerommended that in normal 
cases, compensation should be payable on the 
basis of market value as on the date of publi¬ 
cation of the notification under .Section 4 (1). 
However, in order to check the speculative rise 
in prices the Committee has recommended that 
a project notification may be issued as soon 
as the government intends to launch a project. 
While market value of land in the case of big 
projects may be determined as on the date of 
publication of project notification followed by 
S. 4 (1) notification within 2 years an allowance 
for the normal rise in land prices suUect to a 
maximum of 25% should be made from the 
date of project notification up to the date of 
issue of notification under Section 4 (1). The 
amount of solatium which is at present 15% 
of the compensation should be raised ro 30% 
The Committee has recommended the adop¬ 
ting of the principle of reinstatement value 
and exclusion of increase in value of the 
property due to illegal use. 

Forum for determination of compensation: 


Principles for determining Compensation 

The Committee has recommended that as 
far as possible every one who is deprived of his 
property by compulsory acquisition should be 
enaoled by the compensation awarded to him 
to place himself in substantially the same po¬ 
sition in which he was before the acquisition. 
The community which benefits from the 
aquisttion must also bear the burden of justly 
compensating tlie owner. The Committee 
has observed that it is fully aware of the impera¬ 
tive need for minimising the concentration of 
wealth in a few hands and the necessity of re- 
' moving social dispartties for achieving the ob¬ 
jects of a Welfare State envisaged by the Consti¬ 
tution. But this docs not mean that when the 
state acquire property for its needs, it should 
not give a fair deal to the holders whom it for¬ 
cibly dispossesses; There are other measures 
which can always be adopted by the state for 
removal of social inequalities. The Committee 
has further observed tliat so Jong as the right 
to property is recognised as a Fundamental 
Right though in a more restricted form after 
the Constitution (Fourth Amendment) Act, 
1955, it would not be Justified in recommend¬ 
ing a law providing for inadequate contpensa- 
tion. In fact, the need for protecting the indi¬ 
vidual as against the state is all the greater 
bmiise of the power of the State to adopt 
various deviros which would altogether 
ntdQfy, In eflirot, the provisions about the pay- 
mem of fair compensation to the owner dep¬ 
rived of his property aS a result of compulsory 
apquiiilicni. It is legally not possible to look 
at the question from the point of vi^ of the 
state aloha, and completely ignore the injury 
etiiiiad tOi ifie ehias^. If the state Events re 
resdl^ tms intents in its own fa¬ 

des mms to Fundamental Ri^ts in the 
C^ltidiog shcHild be suitably amehued an 
not w dpostibition should be f 
-echflpmialiott must be i 


At present the amount of compensation is 
determined by the Collector and his award is 
final unless the case is referred to the court at 
the desire of the party aggrieved by the said 
award. The Committee has observed that the 
Executive agency such as that of the Collector 
cannot be regarded as the appropriate forum 
for determination of the compensation as he is 
generally nut in a position to understand and 
appreciate complicated legal questions 
which often arise in connection with the valua- 
• tion of land. It has also been noticed that the 
approach of the Collector to the problem of 
compensation has generally been biased. 

The CommiUee has accordingly recommen¬ 
ded that determination of comronsation should 
be left only to the Courts which alone are in a 
position to inspire confidence in tJte general 
public. According to the Commrtloe, the com¬ 
pensation may be fixed by an agreement bet¬ 
ween the parties and a reference may be made 
if no agreement is reached. 

With regard to tlie composition of the Court 
for determination of compensation, the Co¬ 
mmittee is of the view that it should consist of a 
single person who should be a functioning 
District Judge or a retired Judge of a High 
Court or a Senior sub-Judge of more than 10 
yeaf!^ standing. In case where the acquisition 
of land is made for big projects or for town 
pinnning scheme affecting a large section of the 
population a special court consisting of a Higlt 
Court Judge should be set up for the disposal 
of cases arising out of acquisition for big pro¬ 
jects. An appeal will lie against the or^r of 
the court to the High Court as provided m 
the present Ad. The Committee has re¬ 
commended that the right to appeal should 
be excluded in certain cases involving petty 
amounts unfeiis a point of law or quwtion of 
title to the land was involved. 


AeqaUthMi in ondW of IJrgeroy/BMotgeiiey: 

Aoooiding to Commit^ the 

hiia been the most abused adiiitM in 


aequIMidon proroed«»gs ail over the 

V Mxm 

. hag. bebbitip Arolo 

anihbrity ip. appfo the tngency dladeo and 
dispemre the provisions of Section S-A\ whidit ^ 
ebi^dea 4^ tbeland 

orobqttd' revbe acquired to raise oldrotiona 
bofore acquiring authority. 

* Though there would be a justtlieatJon for\ 
taking possession of the land without en eh-, 
quicy unde^ Section 5-A In an emergenoy sudt 
procedures shootd; no^ be permitted ih eases 
of emergencies not specified In the Act. 

The Committee has rec^^mmended that the 
unwncy clause under Section 17 in the Draft 
Bill of the Law Commission may apply only in 
cases of emeiiencjcs specified in m Draft Bill 
subject to the following modifications: 

(/) That an opportunity should be provided 
t o tile dispossessed land owner to appeal 
to the government against the dociuons 
of the Collector in the first instance 
when he takes possession of his land 
on alt grounds available to hint » 

(ii) That the interim compensation whieh 
was suggested by the l^w Commission 
as 60% of the value estimated by clw 
Collector sliould be raised to 90%) and 
this should be given to the land owner; 

(//#) That the land owner should be provi¬ 
ded an opportunity to take his grie* 
vances to a court of law if he Is dissa¬ 
tisfied by the order of the Collector 
upheld by the government. 

Administrative delays and remeiUal measures; 

The Land Acquisition Act, 1894 does not 
provide for any time limit except that a period 
of 30 days has been prescribed for l^earing ob¬ 
jections from the person interested after the 
issue of notification under 4 (1). The 

Land Acquisition (Amendment and Valida¬ 
tion) Act, 1967 further provided that no de¬ 
claration under Section 6 to tlte effect that the 
land is required for a public purpose in respect 
of any land can be made after the expiry of 3 
years from the date of issue of notification un¬ 
der Section 4 (1). No time limit has beeh 
proscribed for other stages of acquisition under 
tlie existing law. The Committee has observed 
that there has been inordinate delay in finalising 
land acquisition cases with the result that tK 
land owners are hit hard i n many respects. The 
C!ommittee has recommended that acquisition 
proceediiig.s up to the date of roferenoe to the 
court should be completed witbifi a period of 
12 months, This period may be extended py 
another 3 monthsin/the cases of normal oequtsf- 
lions and by another 6 months in the case of 
acquisition for big projects provided there are 
good reasons to be recorded in writing. In 
the case of acquisition «or a big project, a period 
of 2 years prior to the issue of notification under 
Section 4 (1) would also be hvailablo to the 
state for completing elie proceedings. The 
Committee has furtto recommended that in, 
case the time limits prescribed are not adhered 
to, the acquisition procecdini^ would have to 
be started afresh. 

Measures Ibr RehabUttatkm of evicted UrotiUe^:* 

The Land Acquisition Act contatm provi¬ 
sions for compensaring the persons interested 
in land for the loss of earnings and also for dis¬ 
turbances involving a change pt residence or 
plaoe of business in ronsequence of the acqui¬ 
sition of land. The Committee has cdreisrved 
that the Increase in the amotmt or splatium 
from 15%; to 30% would go a way Id 
meeting the cost of rehabilitation in the ease 
of the &nd pyipm and other pereons inlerested 
, Ifi the iafidi* in case of persoiia who do not 
cPm tfi dm .d^itfon of ^perron mtgfwfidd* 
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viz., tabmirers, artisans and similar other clasM 
oj' peisom, the government. sKoiUd accept a 
social and moral fesponsifaJlity for the rdiabili- 
taiion of such persons m%indiiecUy suffer 
damage as a result of acquSitton. The 0>- 
mmittee has observed that it may not be possible 
\ o provide i n the body of the Statute for measun^ 
of rehabilitation of such uprooted fbm^tieik. 
Ihc Committee has recommended vafiotu 
Tvieasures for resettlement of dhplaoed persoiS 
and for thetr economic rehabilitation. It has 
endorsed U'le recommendations of the National 
Commission on Labour for giving ptefetential 
treatment to displaced persons in the matter 
of employ mem. 

The Committee has recommended that the 
cost of rehabilitation should form a part of the 
cost of project which in many cases are dove* 
lopmentaf projects and are likely to give re¬ 
turns many times the cost incurred in setting 
them up. 

The Committee has recommended that the 
state governments may levy betterment fee 
on the lands which have been benefited as a 
result of the itnplementation of the projects or 
development schemes initiated by the govern- 
i-nent. The fee may be levied on such of the 
lands as are not covered by the existing laws 
levying such fees. The part of the cost to¬ 
wards rehabilitation displaced persons 
should be met from the funds collected as a 
result of leying of betterment fees. 

Feasibility for enacting a Central IJnlforih Law 
on Land Acquisition: 

The law of land acquisition should be made, 
applicable to tlie wliole of India including the 
Slates of Jammu and Kashmir and Nagaland 
after complying with the necessary constitu¬ 
tional formajitics. The Committee has obser¬ 
ved that a single and simple piece of legislation 
relating to acquisition of land would go a long 
way in avoiding confusion in the minds of the 
public with regard to the rights possessed by 
them in this regard and will also remove a temp¬ 
tation for the acquiring authority of preferring 
to adopt tliat procedure which is more favour¬ 
able to their designs but far more injurious to 
interests of the land-holder. 

Parliament is competent to pass a law for 
compulsory acquisition of land even in cases 
where the acquisition is sought to be made for 
state purposes such as town {Planning, improve¬ 
ment, development of industries, public health 
and sanitation, slum clearance etc. which 
are matters covered by tJie State List. While 
the states may have tlieir own laws relating to 
town planning, public health, etc. for regulating 
matters other than land acq^iiisition, there is 
no reason why acquisition for sudt purposes 
should not be governed in regard to essential 
matters such as compensation and time limits 
by Parliamentary legislation on the subject. 

Parliamentary legislation in so far as it re¬ 
lates to the principles of compensation and the 
time-limits lor the completion of acquisition 
proceedings, in accordance with the recommen¬ 
dations of the Committee, will override the re¬ 
pugnant provisions in the existing taw on the 
subject because under Article 254 (2) of the 
Constitution, Parliament can always override 
or repeal State Law to the contrary in the con¬ 
current field. A law which might thereafter 
be passed by a state in derogation of the law 
pass^ by Parliament, will have to be reserved 
for the assent of the President and would not 
become law unless the same is given in accor¬ 
dance with Article 31 (3). 

When the matter comes for the assent of tlie 
President, it would be open to the concerned 
Administrative Ministry of tlie Union to advise 
the President to refuse his assent to any law of 
the state purporting to override the law enac¬ 
ted by Parliament particularly wlion the state 
law adopts principles of compensation etc. 
which are materially different from those con- 


EAST^BCPIiiOllWr 




tabled in the Lai^ enacted by taUammiti Hie 
assent of the President wiU on the 

poHcy of the Union EibMhuive. This pohey 
should be governed by the necessity of eosurltid 
uniformity of taw of cemiihilsory Nac^isitioti 
of land throughout the country, irresp^veof 
the oli^s to bo served by the aoqiasitipA. 


^with;ih 'iti.omg (_ 

(ximfNm __ 

Cdnmth^n/Bo^ Corpmate and not i_^ 

ordUtadly ^^asenvisatedby tiieeHafti^ 

Tbtee Memben of the Committee Mir IXS. 
tJessL Mr l^ieel Bhadza Y^ee aim Mr B. 
Shankatgnand have submitted notes of dissent 
On certain points. 


RecoBinieiMiatkms on other matters for Impro¬ 
vement In the land Acqaisltloii Act; 

A land Acquisition Committee should there¬ 
fore be set up under the Act fot advisitm the 
government in respect ofthe Laiid Use iroBcy 
m the matter of la^scalc acquisitions for 
any public purpose including the implmnchta- 
tion of projects. The functions of the Commi¬ 
ttee would be to ensure that 

(0 the land which is already In the po¬ 
ssession of the acquiring body is put 
to optimum u$e,.before permitting the 
proposed acquisition; 

(I'O an excessive aoqubition does not take 
place; 

(///) the acquisition of good 'agricultuml 
land does not take place where it can 
be avoided; and 

(iv) the proposed i^uisition is justified on 
the basis of high density norms. 

Tlie Committee should tendi^ advice to Uie 
government before Issue of the notification 
under Section 4 (1) of the Land Acquisition 
Act. 

The composition of the Committee should 
be left to the aprvopriate government, but its 
members should include both experts on the 
subject and representatives of the people. 

Need for self-imposed restrictions on the power 
of acquisition: 

While formulating its recommendations, the 
Committee has suggested certain restrictions 
in the matter of acquisition of land by the state. 
In the first place, the Committee has suggested 
provisions which would check excessive ac¬ 
quisition of land by the state. Socondiv, fur¬ 
ther safeguard have been recommended for 
preventing non-utilisation or under-utilisation 
of tlie land for the purpose for which the same 
is acquired by government for itself or for the 
companies. Thirdly, the Committee lias re¬ 
commended tliat the provisions of Part Vll 
of the Land Acquisition Act which imposes 
salutary restrictions in tlie matter of acqui¬ 
sition of land for companies should be complied 


Mir JOl S, Iksa^ is of the opinion itmt ^ 

(1) Public purpose should not he made 

I juaticUd^. 

(2) Hw sward of compensation should 
continue to be made by the Collector. 

(3) Thetimr Unlit of I g months for thO pub^ 
licatkm of notfficaUoii under Seetiott 6 
from-the date of issue of notification 
under SocUon 4 should afono be fixed 
both in the cases of normal aoquiskiQn 
and in cases of aixfuisitioh inland for 
big projects. In case the time Hfolt is 
not adh^ to notification under Sbedori 
4 should be treated aa cancelled. 

(4) For invoktiqt the urgency dause the 
incidents of omeigency need not be 
specified. 

(5) There should not be any advisory oo- 
mmittee for acquisition of land in the 
case of big projects. 

Mr Sheel Bhadra Yajee has opined that:—* 

(1) the market value should be determined 

on the basis prevailing price one year 

before the date of notification under 
Section 4 or average of three years, 
whichever is higher. 

(2) The market value should be determined 
on the basis of current use of land. 

(3) In case of dealy in declaring the award 
beyond the prescribed period either a 
sum equal to the overall general rise 
in prices during the precraitg years 
be added to the compensation deter¬ 
mined on the basis of date of issue of 
Section 4 notification or a fixed 
percentage per annum be added for the 
delayed period provided delay is not 
caused by the land owners or dvit courts. 

(4) The developed land should be leased 
out and not given as free hold. 

Mr B. Shankaranand has suggested the in¬ 
corporation of a clause that the settlement of 
land for agriculture with the weaker section^ 
of the people would be a 'public purpose*. 
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